TAX  NOTICE   

Contractor subject

to 7% withholding
TO:  Out-of-State Independent Contractor

Pursuant to California Revenue and Taxation Code Section 18662, payments made to nonresident independent contractors, including corporations and partnerships that do not have a permanent place of business in this state, are subject to seven percent (7%) state income tax withholding when the payments or distributions are greater than $1,500 for the calendar year.

Types of income subject to withholding include, but are not limited to, payments for services performed in California, and payments of leases, rents and royalties for property (real or personal) located in California.  No withholding is required on payments for goods.

The Franchise Tax Board has the authority to reduce or waive withholding if the vendor meets certain criteria (such as having a history of filing California returns and/or making estimated payments when due).  Bear in mind that you are responsible for contacting the Franchise Tax Board to receive a waiver/reduction.  If this office has not received a waiver/reduction from the State prior to the date of service, a 7% withholding tax will automatically be deducted from your payment.

Questions may be directed to the following: 



Franchise Tax Board Withhold-at-Source Unit



Attn:  Nonresident Withholding Waiver



P.O. Box 651



Sacramento, CA  95812-0651



Phone:  (916) 845-4900 



FAX:  (916) 845-4831

                                                         Sincerely,

