BILL ANALYSIS (Continued)
Page 2 of  2

DATE:  February 8, 2001
Submitted by:  TAXATION AND REVENUE DEPT.


T. GLENN ELLINGTON, SECRETARY   
BILL NUMBER:  SB – 365  --  LICTR Expansion for Children



BILL ANALYSIS AND FISCAL IMPACT REPORT
Page 1 of  2
DATE:  February 8, 2001
Submitted by: TAXATION AND REVENUE DEPT.

T. GLENN ELLINGTON, SECRETARY   
BILL NUMBER:  SB-365

SPONSOR: Senator Aragon

BILL SHORT TITLE: Increasing Low Income Comprehensive Tax Rebate

CONFLICTS, DUPLICATES, COMPANIONS: HB –97 is identical.

DESCRIPTION: This bill restructures and increases the low income comprehensive tax rebate (LICTR). Current LICTR levels range from $120 to $450 for modified gross income from $0 to $2,000 and from $10 to $50 for families with modified gross income from $20,000 to $22,000. The proposed amounts of LICTR range from $100 to $900 for modified gross income from $0 to $2,000 and from $10 to $75 for modified gross income from $20,000 to $22,000. There are a number of changes in allowed LICTR exemptions, but these are carefully designed to hold most groups harmless. For example, despite a nominal change for a married elderly couple from six LICTR exemptions to three LICTR exemptions, this couple gets an increase of over $200 in LICTR if their income is about $10K. There are some losers with this proposal. The major intent of the bill is to use LICTR as a mechanism for moderating child poverty in the state. Most of the general fund cost of the bill goes to parents of minor children.

EFFECTIVE DATE: Applicable for tax years beginning on or after January 1, 2001.

FISCAL IMPACT (Thousands of dollars):  

Note: Parenthesis ( ) indicate a revenue loss:

	
	
	Recurring or
	

	
	Estimated Impact on Revenues
	Nonrecurring
	Funds 

	
	  FY 2001 
	  Full Year r   
	     Impact     t     
	             Affected          .             

	
	(28,000)
	(29,500)
	Recurring
	General Fund


ADMINISTRATIVE IMPACT: minimal. Forms and instructions changes are funded and occur every year. The advocacy organizations will presumably advertise the availability of this significantly increased rebate. Because of the coarseness of the tables, one dollar of income can result in a decrease of LICTR payment by $270. This may encourage taxpayers or the practitioners preparing their rebate claims to misstate income, particularly for the less easily verified components of income required to calculate modified gross income. The Department strongly recommends funding an audit effort for this new program. Verifying 6,000 returns would be an audit coverage of about 3%. One auditor can verify four returns per day using desk-audit techniques. A LICTR audit staff of six auditors and a facilitator/administrator must be hired at an initial cost of 300.0 and an annual cost of about 250.0. 

OTHER IMPACTS AND ISSUES:

1. The losers under this bill are very low income, single taxpayers under age 65, with modified gross income under $5,500. The cost of holding this group harmless is between $600.0 and $1,000.0.

2. For two reasons, the fiscal impact estimate has more uncertainty than usual for these proposals. LICTR was substantially increased in 1998, with the income cap increasing from $14,000 MGI to $22,000. It always take at least one year for the information to leak out into the community. The total LICTR has been estimated at $26.4 M for 1998 returns, with about $1.0M more expected for 1999 returns. Systems problems have arisen such that TRD is unable to estimate the LICTR amount for 1999 returns. When the income cap was $12K or $14K, about 5% of the LICTR population would inflate out of the table each year. This is probably true for the current cap, but there is no reliable data at this point. Fixing this systems problem will take until late March. 

3. Using 1998 data without bracket creep, the cost of the proposal is estimated at $30.5 million; with bracket creep letting some folks get knocked off the high end, the cost is $28.5 million; with bracket creep, keeping folks who got knocked off high end in the $20,001-$22,000 category, the cost is estimated at $29.5 million.

	

	Household Type
	Number
	Average Current LICTR
	Average Proposed LICTR
	Total Increase in General Fund Cost

	Children
	110,100
	$114
	328
	$23.45 million

	Elderly
	39,655
	$137
	$290
	$6.03 million

	Elderly & Children*
	2,820
	$157
	$428
	$747,030

	Neither
	112,612
	$80
	$88
	$846,315

	*Grandparents raising grandchildren are a target of this credit


