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(X)
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SUBJECT/TITLE
An Act relating to revenue and taxation.

SPONSOR
Representative Mark Treesh

NOTE SUMMARY

Fiscal Analysis:
        X       Impact
               No Impact
         Indeterminable Impact

Level(s) of Impact:
        X          State
                       Local
               Federal

Budget Unit(s) Impact


Fund(s) Impact:
         X     General
                Road
               Federal


                     Restricted Agency (Type)
               (Other)

FISCAL SUMMARY

______________________________________________________________________________

Fiscal Estimates
2001-2002
2002-2003
2003-2004
Future Annual

Rate of Change

Revenues (+/-)

-$15.7
-$37.7


Expenditures (+/-)





Net Effect

-$15.7
-$37.7


_______________________________________________________________________________

MEASURE'S PURPOSE:  Provide low income tax relief and tax simplification.

PROVISION/MECHANICS:

Income tax provisions:
For tax years beginning on or after January 1, 2003 use the federal filing status, federal standard deduction, 50% of the federal personal exemption, elimination of the low income tax credit, and a flat 6% tax rate.

Property tax provisions:
Provide $20 tax credit for each taxpayer against the state motor vehicle property tax.  Hold county clerk commissions harmless.

Exempt communication providers from the state and local property tax on the franchise value effective January 1, 2003.

Sales tax provisions:
Effective January 1, 2003 eliminate the sales tax on telecommunication services.

Communication tax provisions:
Effective January 1, 2003 impose a 7% excise tax on all communication services and include cable and satellite services within the measure of the tax.  Provide a resale exemption for  access charges that incorporated into another provider's sale.  Provide that political subdivisions shall not levy a tax or franchise fee on communications services.

Create a communication excise tax fund to deposit 2/7 of the tax to the credit to the state's general fund and multiply the remaining 5/7 of the tax by the state's historical percentage of taxes received from communications services. The percentage is based on state taxes collected from communication services over all state and local taxes collected from communications services.  The historical percentage is approximately 65%.  The remaining amount is deposited in the communications excise tax local distribution fund.

Money in the communications excise tax local distribution fund is distributed to all political subdivisions based on the percentage of its base amount of communication taxes collected divided by the total base amount of communication taxes collected by all political subdivisions.

FISCAL EXPLANATION:
Income tax provisions:  Approximately $48 million gain for general fund revenues.

Property tax provisions:  Approximately $79 million loss in general fund revenues from the motor vehicle tax credit.  

Approximately $7.4 million loss in general fund revenues from the exemption of communication providers from the state property tax on the franchise value.

Sales tax provisions:
Approximately $147.2 million loss in general fund revenues from the exemption of telecommunication services.

Communication tax provisions:
Generates approximately $197.2 million of new revenue of which 2/7 or $56.2 million is deposited directly into the state's general fund.

The remaining $141 million is deposited into the communication excise tax fund of which 65% (the state's historical percentage) or $91.7 million is deposited into the state's general fund.

The remaining $49.3 million is deposited into the communications excise tax local distribution fund to be distributed to all political subdivisions.  Currently local governments and school districts receive approximately $75 million from their levy of taxes on the communication industry.

Recap and fiscal year adjustments:  






FY 2002-2003
FY 2003-2004

Income tax




+$24.0

+$48.0

Property tax motor vehicles


-   39.5

-   79.0

Property tax franchise value


     0.0

-      7.4

Sales tax





-   66.2

-   147.2

Communication excise tax



+  66.0

+  147.9

Total





- $15.7

-   $37.7
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