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SENATE THIRD READING 

SB 1436 (Committee on Revenue and Taxation) 

As Amended  August 10, 2026 

Majority vote 

SUMMARY 

Makes technical changes to the collection of Sales and Use Tax (SUT) for certain used car 

dealers and updates state conformity with the federal Achieving a Better Life Experience 

(ABLE) Program. 

Major Provisions 

1) Allows the California Department of Tax and Fee Administration (CDTFA) to reinstate a 

used car dealer's exemption from the Accelerated Remittance Program (ARP) under which 

certain dealers remit the sales tax and any applicable district use tax to the Department of 

Motor Vehicles (DMV) rather than the CDTFA, if the CDTFA determines that the dealer has 

sold 1,000 or more vehicles at retail in the current or preceding calendar year and the dealer's 

account is in good standing with the CDTFA. 

2) Revises, for purposes of the ARP, the period under which "good standing" is evaluated to the 

most recent 12 quarterly reporting periods instead of the 12 quarterly reporting periods 

immediately preceding exemption issuance.   

3) Conforms, under the Personal Income Tax (PIT) Law and Corporation Tax (CT) Law for 

taxable years beginning on or after January 1, 2026, to recent changes in federal law relating 

to Achieving a Better Life Experience Accounts (ABLE accounts) as follows: 

a) Increases the limitation on contributions to ABLE accounts; 

b) Provides designated beneficiaries an increased limitation on their own contributions to 

their ABLE account; and, 

c) Applies a modified calculation for the cash contribution inflation adjustment. 

COMMENTS 

1) Used car sales tax gap: The ARP began as an effort to close the $30.89 million SUT gap 

primarily associated with noncompliant used car dealers. The CDTFA estimated the annual 

tax gap from used vehicle sales was around $30.89 million in 2019.  Through the efforts of 

the CDTFA and the DMV, this tax gap has dropped to only $8.4 million by the end of 2025.  

Under the ARP, certain used motor vehicle dealers are required to pay the sales tax and any 

applicable district use tax on their retail sales of certain used vehicles directly to the DMV 

when they submit a vehicle registration application.   

A dealer who sold 1,000 or more vehicles at retail in the current or preceding calendar year 

and whose account is in good standing with the CDTFA may be exempt from paying tax 

directly to the DMV.  The account is considered to be in good standing if the dealer has 

timely filed and made applicable payments, including prepayments, for all required SUT 

returns for the 12 quarterly reporting periods immediately preceding the issuance of the 
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exemption.  Licensed new motor vehicle dealers are considered retailers and are not required 

to pay tax directly to the DMV, even if they also sell used vehicles.   

This bill improves the CDTFA's operational efficiency by allowing the CDTFA to reinstate a 

dealer's status as in good standing.  The CDTFA currently may exempt qualifying 

high-volume, low-risk dealers that are in good standing.  However, if the exemption is 

revoked, existing law provides no mechanism to reinstate that exempt status once compliance 

is restored. 

Additionally, this bill corrects a drafting error in R&TC Section 6295 that unintentionally 

limited the CDTFA's ability to reassess a dealer's good standing after the original exemption 

is issued.  Under the existing language, the CDTFA must continue to assess good standing by 

referencing the 12 quarters preceding the original exemption, which provides no information 

regarding recent compliance.  By redefining good standing to mean the dealer was compliant 

in the most recent 12 quarterly periods, the bill comports with legislative intent to allow an 

exemption from the ARP for compliant dealers. 

2) ABLE accounts: In 2014, Congress enacted the ABLE Act, which provides individuals with a 

way to contribute to tax-advantaged accounts as an alternative to Special Needs and 

Supplemental Needs Trusts.  To qualify, an individual must be entitled to Social Security 

Disability Insurance benefits or have a disability certificate on file with the Internal Revenue 

Service.  States administer ABLE programs on behalf of the programs' beneficiaries, who 

must be either blind or disabled before age 46. 

ABLE accounts generally follow the same rules as Internal Revenue Code (IRC) Section 529 

education savings accounts.  Individuals can make non-deductible cash contributions to an 

account on behalf of the beneficiary, and earnings can grow tax-free.  ABLE account 

distributions are excluded from the beneficiary's income if they are used to pay for qualified 

medical services of the beneficiary and do not exceed the cost of the services.  The 

Legislature authorized California ABLE (CalABLE) accounts in 2015 under the 

administration of the State Treasurer's Office and conformed to the federal tax treatment of 

ABLE accounts as of January 1, 2015, with the passage of AB 449 (Irwin), Chapter 774, 

Statutes of 2015, and SB 324 (Pavley), Chapter 796, Statutes of 2015.  The CalABLE 

program opened to the public on December 18, 2018. 

Since then, the Legislature has conformed several times to federal changes to ABLE 

accounts, including eliminating differences in qualification criteria, increasing contribution 

limits made by designated beneficiaries to up to the federal poverty level, and allowing 

taxpayers to roll over IRC 529 contributions to ABLE accounts, among other changes (AB 

91 (Burke), Chapter 39, Statutes of 2019).  In 2022, the Legislature made clarifying changes 

to align CalABLE account definitions with federal law regarding ABLE accounts, among 

other changes (AB 2216 (Irwin), Chapter 896, Statutes of 2022).  In 2023, the Legislature 

enacted AB 339 (Irwin), Chapter 324, Statutes of 2023, conforming state law to changes 

made by the Consolidated Appropriations Act of 2023 that increased the age prior to which 

an individual's blindness or disability must have begun to qualify for the program from 26 to 

46. 

a) Recent changes to ABLE Accounts:  In 2025, Congress enacted H.R. 1 ("One Big 

Beautiful Bill Act" or "OBBBA"), which enacted several changes to the ABLE program.  

First, H.R. 1 amended the inflation-indexing cross-reference for contribution limits from 
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1997 to 1996, which would generally result in a higher annual contribution limit.  Second, 

H.R. 1 made permanent the "ABLE-to-Work" provision, which was set to expire at the end 

of 2025.  Under this provision, employed individuals with disabilities can contribute 

additional income to their own ABLE account(s) beyond the $19,000 annual limit if they are 

not contributing to a defined contribution retirement plan.  California's current specified date 

of conformity to the IRC is January 1, 2025, pursuant to SB 711 (McNerney), Chapter 231, 

Statutes of 2025, so California does not conform to recent changes to ABLE accounts made 

by H.R. 1. 

According to the Author 

SB 1436 combines two noncontroversial provisions: one matter raised by CDTFA regarding the 

administration of exemptions to the accelerated remittance program, and one matter raised by the 

Treasurer's Office regarding ABLE account conformity with federal law.  Moving individual 

proposals as separate bills, even if technical and noncontroversial, through the legislative process 

is less efficient than consolidating them into one measure.  Committee staff distributed these 

proposals to affected parties for review before they were included in the bill.  Should anyone 

object to an item in the bill, the Committee will remove said item. 

Arguments in Support 

This bill is supported by State Treasurer Fiona Ma, who notes, in part: 

State law governing CalABLE contribution limits is outdated because federal law removed 

the ABLE to Work Act's sunset provisions.  As a result, California no longer matches federal 

law.  This mismatch could confuse current and potential account holders when distinguishing 

what is permitted at the national level and what is authorized within the state.  Californians 

with disabilities who are working may not know whether they can make additional 

contributions, which could reduce participation in the program.  

SB 1436 would remove the existing sunset clause on state 'ABLE to Work' contributions, 

thereby ensuring that California law remains aligned with the federal ABLE to Work Act.  

By eliminating this expiration, this bill would provide ongoing certainty and stability for 

working individuals with disabilities who rely on their CalABLE accounts to save for their 

future. 

Arguments in Opposition 

None on file. 

FISCAL COMMENTS 

According to the Assembly Committee on Appropriations: 

1) Minor and absorbable costs to CDTFA to reinstate revoked ARP exemptions and notify 

affected licensed dealers.   

2) General Fund revenue loss of approximately $40,000 in fiscal year (FY) 2026-27, $20,000 in 

FY 2027-28, and $30,000 in FY 2028-29 by conforming state Personal Income Tax (PIT) 

and Corporation Tax (CT) Law to recent federal ABLE Program changes.  Additionally, 

minor and absorbable costs to the Franchise Tax Board to implement conformity provisions. 
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VOTES 

SENATE FLOOR:  36-0-4 

YES:  Allen, Archuleta, Arreguín, Ashby, Becker, Blakespear, Cabaldon, Caballero, Cervantes, 

Choi, Cortese, Dahle, Durazo, Grayson, Hurtado, Jones, Laird, Limón, McGuire, McNerney, 

Menjivar, Ochoa Bogh, Padilla, Pérez, Reyes, Richardson, Rubio, Seyarto, Smallwood-Cuevas, 

Stern, Strickland, Umberg, Valladares, Wahab, Weber Pierson, Wiener 

ABS, ABST OR NV:  Alvarado-Gil, Gonzalez, Grove, Niello 

 

ASM REVENUE AND TAXATION:  6-0-1 

YES:  Gipson, Carrillo, DeMaio, McKinnor, Quirk-Silva, Michelle Rodriguez 

ABS, ABST OR NV:  Sanchez 

 

ASM APPROPRIATIONS:  15-0-0 

YES:  Wicks, Hoover, Arambula, Calderon, Caloza, Dixon, Fong, Mark González, Krell, 

Pacheco, Pellerin, Sharp-Collins, Solache, Ta, Tangipa 

 

UPDATED 

VERSION: August 10, 2026 

CONSULTANT:  Wesley Whitaker / REV. & TAX. / (916) 319-2098   FN: 0003411 


