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Date of Hearing:  April 5, 2021 

 

ASSEMBLY COMMITTEE ON REVENUE AND TAXATION 
Autumn Burke, Chairwoman 

 

AB 296 (Gipson) – As Introduced January 25, 2021 

 

FOR VOTE ONLY 

Majority vote.  Tax levy.  Fiscal committee.  

SUBJECT:  Sales and use taxes:  exclusion:  pawnbrokers:  transfer of vested property 

SUMMARY:  Extends the exclusion for the transfer of vested property by a pawnbroker to the 
person who pledged it under the Sales and Use Tax (SUT) Law.  Specifically, this bill:   

1) Extends the sunset date for the current exclusion from January 1, 2022, to January 1, 2027. 

2) Provides that, for purposes of complying with Revenue and Taxation Code (R&TC) Section 
41, the Legislature finds and declares the following: 

 
a) The specific goals, purposes, and objectives of this bill are to prevent a customer from 

paying double sales tax when redeeming the customer's property from a pawnbroker; and, 
 

b) The performance indicators and data collection requirements to enable the Legislature to 

determine if the tax exclusion is meeting, failing to meet, or exceeding its specified goals, 
purposes, and the objectives are the California Department of Tax and Fee 

Administration's estimate of utilization. 

3) Provides that, notwithstanding existing law, the state shall not reimburse any local agencies 
for SUT revenues lost as a result of this exclusion.    

4) Takes immediate effect as a tax levy.   

EXISTING LAW:   

1) Imposes a sales tax on retailers measured by the gross receipts from the sale of tangible 
personal property (TPP) sold at retail in this state, or a use tax on the storage, use, or other 
consumption in this state of TPP purchased from a retailer for storage, use, or other 

consumption in this state. 

2) Defines "sale" and "purchase" for purposes of the SUT Law and provides certain exclusions 

from those definitions. 

3) Regulates pawnbrokers by, among other things, requiring every pawnbroker loan for which 
goods are received in pledge as security to be evidenced by a written contract, a copy of 

which must be provided to the customer.   
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4) Requires the loan period of a loan contract to be no less than four months, and requires the 
loan contract to set forth the loan period along with the date on which the loan is due and 

payable, and to inform the customer of their right to redeem the pledge during the loan 
period.  
 

5) Provides procedures by which a pawnbroker may become vested with title to pledged 
property. 

6) Excludes the transfer of vested property by a pawnbroker to a person who pledged the 
property to the pawnbroker as security for a loan, if specified requirements are met, from the 
definition of "sale" and "purchase," thus excluding that transfer from imposition of SUT.  

This exclusion is currently set to sunset on January 1, 2022. 

FISCAL EFFECT:  Pending  

COMMENTS:   

1) The author has provided the following statement in support of this bill: 

Assembly Bill 296 seeks to continue to ensure that borrowers are not charged twice when 

recovering property seized as collateral relating to a pawnshop loan by extending the 
sunset to exempt sales tax to pledgers who can prove sales tax was already paid on the 

item.  In the process of getting a loan from a pawnshop, a borrower provides collateral 
that may be seized by the pawnshop if the borrower defaults on paying back the loan. 
 

If this sunset is not extended, when a consumer defaults and seeks to reacquire their 
seized collateral, they must pay a sales tax on the item they are reacquiring, even though 

they already have paid the sales tax on their initial purchase.  This bill seeks [to] extend 
the sunset to provide a sales tax exemption for purchases of seized collateral and provide 
a fair taxing structure for consumers. 

 
2) This bill is sponsored by the California Pawnbrokers Association, which notes: 

In 2017, CAPA and all five Members of the State Board of Equalization sponsored and 
supported a change in the Revenue and Taxation Code that would allow, under very 
narrow circumstances, a sales tax exemption for the sale of property by a pawnbroker for 

a good that was used as security for the underlying loan.  The sale[s] tax exemption 
ONLY applies to the individual who presented the good as security.  In 2017, AB 327 

was signed into law to effectuate this intent.  The bill was passed with a sunset of January 
1, 2022. 
 

AB 296 simply seeks to extend the sunset until January 1, 2027 thereby protecting 
consumers from having to pay sales tax on the same item twice. 

3) Committee Staff Comments: 

a) Overview of existing law governing pawnbrokers:  California's Department of Justice 
regulates pawnbrokers and enforces California's Financial Code provisions governing the 

industry.  Every pawnbroker loan for which goods are received as security must be 
evidenced by a written contract, with a copy provided to the customer.  By law, the loan 
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contract must provide a loan period of at least four months.  In addition, the contract must 
set forth the loan period and the date on which the loan will become due and payable.  

The contract must also clearly inform the customer of their right to redeem the pledge 
during the loan period by paying the loan amount and any applicable charges that have 
accrued through the date of redemption.  Pawnbrokers are required by law to retain every 

article pledged for the duration of the applicable loan period.   

If any pledged article is not redeemed during the loan period and the customer and 

pawnbroker do not mutually agree in writing to extend the loan period, the pawnbroker 
must notify the customer within one month after the loan period expires.  This notice 
works to extend the right of redemption for a period of 10 days from the date of mailing 

or electronic transmission of that notice.   

If any pledged article is not redeemed within the 10-day notice period, the pawnbroker 

becomes automatically vested with title to the pledged article.  The pawnbroker may then 
sell or dispose of the property as they wish. 

b) How does the SUT Law apply to pawnbrokers?  Pawnbrokers are considered retailers 

under the SUT Law as they are in the business of making retail sales of TPP.  As such, 
tax generally applies to pawnbroker sales to the same extent as sales by any other retailer 

of TPP in this state.  As noted above, if a customer defaults on a pawnbroker loan, the 
collateral becomes the pawnbroker's "vested property."  After title has vested with the 
pawnbroker, the customer no longer has any legal right to the property.  Before the 

enactment of AB 119 (Committee on Budget), Chapter 21, Statutes of 2017, when a 
customer subsequently sought to purchase their former collateral, the transaction 

constituted a taxable retail sale under the SUT Law.   

c) How we got the current exclusion:  In 2016, the State Board of Equalization, which was 
then charged with administering the SUT Law, sponsored legislation to address this issue.  

Specifically, AB 2365 (Gipson), of the 2015-16 Legislative Session, was introduced to 
exclude from the computation of SUT a pawnbroker's receipts derived from a transaction 

where a customer buys back their property after defaulting on a loan.  AB 2365 (Gipson) 
passed this Committee on a vote of 9-to-0, with an amendment to add a five-year sunset 
to the exclusion.  Governor Brown, however, vetoed AB 2365.  In his veto message, 

Governor Brown noted that "[n]ew sales tax exemptions, like new spending on programs, 
need to be considered comprehensively as part of the budget deliberations." 

On June 27, 2017, Governor Brown signed AB 119 (Committee on Budget), Chapter 21, 
Statutes of 2017, as part of that year's budget.  In addition to its many other provisions, 
AB 119 (Committee on Budget) added R&TC Section 6010.15 to address the issue of 

pawnbroker sales of vested property.  Specifically, R&TC Section 6010.15 excludes from 
the definition of "sale" and "purchase" the transfer of title to vested property by a 

pawnbroker to a person who pledged the property as collateral, provided certain 
conditions are satisfied.  As with the prior legislative effort, the budget trailer bill 
included a sunset date.   

d) What would this bill do?  This bill would, very simply, extend the sunset for the existing 
SUT provisions for pawnbrokers from January 1, 2022, to January 1, 2027. 
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e) Policy on tax expenditures:  Both R&TC Section 41 and Committee policy require any 
tax expenditure bill to outline specific goals, purposes, and objectives that the tax 

expenditure will achieve, along with detailed performance indicators for the Legislature 
to use when measuring whether the tax expenditure meets those stated goals, purposes, 
and objectives.  A tax expenditure bill will not be eligible for a Committee vote unless it 

has complied with these requirements.  This bill includes a statement of findings and 
declarations to comply with R&TC Section 41. 

 
In addition to the R&TC Section 41 requirements, this Committee's policy also requires 
that all tax expenditure proposals contain an appropriate sunset provision to be eligible 

for a vote.  This bill fully complies with this policy. 

REGISTERED SUPPORT / OPPOSITION: 

Support 

California Pawnbrokers Association (Sponsor)  

Opposition 

None on file 

Analysis Prepared by: David Ruff / REV. & TAX. / (916) 319-2098 


