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Income/Franchise:
California FTB Posts Second Modified Text of Proposed Market-Based Sourcing
Rule Changes with Comments Due by June 5

Second Modified Text of Proposed Amended California Code of Regulations, Title 18, section 25136-2, Cal. FTB
(5/20/25); Second Notice of Modifications to Text of Proposed Regulation Section 25136-2 in Title 18 of the
California Code of Regulations Relating to Sales Other than Sales of Tangible Personal Property, Cal. FTB
(5/20/25). The California Franchise Tax Board (FTB) posted a second set of modified proposed amendments to
its market-based sourcing regulation for sales other than sales of tangible personal property under California
Code of Regulations, Title 18, section 25136-2 [see State Tax Matters, Issue 2025-1, for details on the FTB’s
earlier version of modified proposed text], and announced that any written comments on this latest proposal
are due by June 5, 2025. These latest proposed changes seek to clarify how to apply proposed Regulation
25136-2(c)(1)(A)’s four presumptions applicable to when a service predominantly relates to real property,
tangible personal property, intangible personal property, or individuals, and how the presumptions interact
with certain other rules in proposed amended Regulation 25136-2(c)(1).

URL: https://www.ftb.ca.gov/tax-pros/law/regulatory-activity/05202025-second-modified-text.pdf

URL: https://www.ftb.ca.gov/tax-pros/law/regulatory-activity/05202025-second-notice-of-modifications-to-text.pdf
URL: https://dhub.deloitte.com/Newsletters/Tax/2025/STM/250110_3.html|

Note that these formally proposed rule changes follow six Interested Parties Meetings (IPMs) held by the FTB
during 2017 through 2021 that addressed draft changes to the same market-based sourcing regulation. Please
contact us with any questions.

— Valerie Dickerson (Washington, DC) Jairaj Guleria (San Jose)
Partner Partner
Deloitte Tax LLP Deloitte Tax LLP
vdickerson@deloitte.com jguleria@deloitte.com
Ben Elliot (Sacramento) Kathy Freeman (Sacramento)
Principal Managing Director
Deloitte Tax LLP Deloitte Tax LLP
belliott@deloitte.com katfreeman@deloitte.com

David Han (Los Angeles)
Senior Manager
Deloitte Tax LLP
davihan@deloitte.com

State Tax Matters Page 1 of 2 Copyright © 2025 Deloitte Development LLC
May 23, 2025 All rights reserved.


https://www.ftb.ca.gov/tax-pros/law/regulatory-activity/05202025-second-modified-text.pdf
https://www.ftb.ca.gov/tax-pros/law/regulatory-activity/05202025-second-notice-of-modifications-to-text.pdf
https://www.ftb.ca.gov/tax-pros/law/regulatory-activity/05202025-second-notice-of-modifications-to-text.pdf
https://dhub.deloitte.com/Newsletters/Tax/2025/STM/250110_3.html

This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited
(“DTTL"), its global network of member firms or their related entities (collectively, the “Deloitte
organization”) is, by means of this communication, rendering professional advice or services. Before
making any decision or taking any action that may affect your finances or your business, you should consult
a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are given as to the accuracy or
completeness of the information in this communication, and none of DTTL, its member firms, related
entities, employees or agents shall be liable or responsible for any loss or damage whatsoever arising
directly or indirectly in connection with any person relying on this communication. DTTL and each of its
member firms, and their related entities, are legally separate and independent entities.

About Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of
member firms, and their related entities (collectively, the “Deloitte organization”). DTTL (also referred to as
“Deloitte Global”) and each of its member firms and related entities are legally separate and independent
entities, which cannot obligate or bind each other in respect of third parties. DTTL and each DTTL member
firm and related entity is liable only for its own acts and omissions, and not those of each other. DTTL does
not provide services to clients. Please see www.deloitte.com/about to learn more.

Deloitte provides industry-leading audit and assurance, tax and legal, consulting, financial advisory, and risk
advisory services to nearly 90% of the Fortune Global 500® and thousands of private companies. Our
professionals deliver measurable and lasting results that help reinforce public trust in capital markets,
enable clients to transform and thrive, and lead the way toward a stronger economy, a more equitable
society and a sustainable world. Building on its 175-plus year history, Deloitte spans more than 150
countries and territories. Learn how Deloitte’s approximately 415,000 people worldwide make an impact
that matters at www.deloitte.com.

State Tax Matters Page 2 of 2 Copyright © 2025 Deloitte Development LLC
May 23, 2025 All rights reserved.



