Legal Division Guidance 2011-06-01
(Federal Conformity — Research and Development Tax Credit — Gross Receipts — Service
Business)

Q: Does California fully conform to the IRC section 41(c)(6) definition of "gross receipts" with
respect to California service receipts?

A: No. RTC section 23609(h)(3) provides that IRC section 41(c)(6), which defines "gross receipts"

A: No. A taxpayer that has no California gross receipts, beca

not allowed to claim the California R&D credit. To claim t dit, at some point in time, a
taxpayer must have had both qualified research N and ceipts in the same year.
This is also true with respect to the "start-up' 2ction 41(c)(3)(B), as this method

too requires a taxpayer to have both gross ret j ifiedl research expenses in the same
year. (IRC section 41(c)(3)(B)(i). See alsq






