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SPONSOR: Senator Carraro

BILL SHORT TITLE: 100% immediate deduction for receipts of nursing homes and residential care facilities, doctors and osteopaths, as well as the remaining receipts of for-profit hospitals; allowing local option authority for cities and counties to make up the revenue.

CONFLICTS, DUPLICATES, COMPANIONS: See HB-370 for a listing of all bills introduced this session allowing an immediate or phased-in gross receipts tax deduction for various health care services.

DESCRIPTION: this provides an immediate gross receipts tax deduction for the receipts from providing services by medical doctors and osteopaths and for-profit nursing homes and intermediate care and residential care facilities. The bill also adds the remaining 50% for-profit deduction for hospitals. Municipalities are allowed to impose as a local option an additional 1/8% infrastructure gross receipts tax and counties are permitted to impose as a local option an additional county-wide 1/16% supplemental county gross receipts tax. These additional local option taxes may be imposed by ordinance without a referendum except in home rule cities with a charter that demands a referendum on any tax measure. The proceeds of both local option taxes may be used for any purpose, and may be used as a revenue bond repayment source. 

EFFECTIVE DATE: July 1, 2001. However, see “TECHNICAL ISSUES” regarding the loss of six months of revenue for the cities and counties.

FISCAL IMPACT (Thousands of dollars):  

Note: Parenthesis ( ) indicate a revenue loss:

	
	
	Recurring or
	

	Estimated Impact on Revenues
	Nonrecurring
	Funds 

	 FY 2002 
	FY 2003
	FY 2004   
	     Impact     t     
	             Affected          .             

	(33,800)
	(39,100)
	(41,600)
	Recurring
	General Fund

	(27,200)
	(31,400)
	(33,500)
	Recurring
	Local Governments

	21,800 
	55,300 
	58,300 
	
	Local Government Makeup Tax*

	(61,000)
	(70,500)
	(75,100)
	
	Total Revenue Loss

	(39,200)
	(15,200)
	(16,800)
	
	Net Revenue Loss Assuming full implementation of makeup tax


* Assumes full implementation of the makeup tax effective January 1, 2002, with 5 months of revenue collections in FY 2002. Overall, the make-up local option tax rates generate roughly twice the revenue loss. The following chart details the breakdown.

	
	Revenue Loss
	Revenue Gain
	Surplus

	Conform Estimate
	
	
	

	    Albuquerque
	11,300
	14,200
	26%

	    Bernalillo County
	1,300
	8,500
	554%

	    All Munis, ex. Albuquerque
	14,900
	17,900
	20%

	    All Counties, ex. Bernalillo
	2,200
	11,800
	436%

	
	29,700
	52,400
	76%


Note: this analysis is based on $916M in base loss and $29.7M in revenue loss for local governments. The estimate above in the fiscal impact section reports the 11/12 amount for FY 2002. The full year local impact is $29.7. Note that the municipalities revenue loss is over-covered by an average of 23%, whereas the county local option tax of 1/16% generates 4 or 5 times as much as the revenue loss.

ADMINISTRATIVE IMPACT: minimal on processing. This is a deduction reportable as such on the CRS-1, coupled with a series of local option gross receipts taxes imposed by ordinance. It will, however, affect forms and instructions, audit, regulation, and hearing. These functions are budgeted.

TECHNICAL ISSUES:

1. This bill provides for a deduction for the receipts from service provided by medical doctors and osteopaths. This new formula ensures that the receipts of employers of doctors, such as for-profit hospitals, HMOs or the practitioner’s own pass-through entity can deduct the receipts.

2. Pursuant to provisions of the County Local Option Gross Receipts Taxes Act and the Municipal Gross Receipts Taxes Act, an ordinance imposing a local option gross receipts tax must be sent to the Department at least 90 days before an effective date of January 1 or July 1. If this act were to pass and be signed on March 27, the cities and counties could not advertise for two weeks, hold a hearing and enact an ordinance imposing a local option gross receipts tax, and notify the Department by the cutoff date of March 31, 2001 for a July 1, 2001 implementation date. By the time revenue begins to flow from the new taxes, however, cities and counties will have incurred almost $15M in tax loss due to the repeal of gross receipts tax on doctors and hospital services. This impact could be avoided by delaying the effective date of the repeal to January 1, 2002, while retaining the July 1, 2001 effective date of the make-up tax.

OTHER IMPACTS AND ISSUES:

1. Five-year impact of the repeal portion is as follows:

	
	FY 2002
	FY 2003
	FY 2004
	FY 2005
	FY 2006

	
	
	
	
	
	

	    General Fund
	(33,800)
	(39,100)
	(41,600)
	(44,300)
	(47,200)

	    Local Governments
	(27,200)
	(31,400)
	(33,500)
	(35,700)
	(38,000)

	    Local Government Makeup*
	21,800 
	55,300 
	58,300 
	61,600 
	65,000 

	        Total Loss
	(61,000)
	(70,500)
	(75,100)
	(80,000)
	(85,200)

	        Net Loss w/ Full Implementation of Makeup Taxes
	(39,200)
	(15,200)
	(16,800)
	(18,400)
	(20,200)

	
	
	
	
	
	

	* Assumes Full Implementation beginning effective January 1, 2002, with 5 months of revenue collections in FY 2002


2. The make-up local option tax generates roughly twice the revenue loss attributable to the repeal. The following chart details the breakdown.

	Gain and Loss in Millions
	Revenue Loss
	Revenue Gain, Full Imposition
	Surplus

	Albuquerque
	 9.32
	 13.57
	 46%

	Bernalillo County
	 1.04
	 8.05
	 674%

	All Munis, ex Albuquerque
	 12.31
	 17.01
	 38%

	All Counties, ex. Bernalillo
	 1.83
	 11.28
	 517%

	
	 24.50
	 49.91
	 104%


Note: this analysis is based on $916M in base loss and $24.5M in revenue loss for local governments. The estimate above in the fiscal impact section reports the 11/12 amount for FY 2002. The full year local impact is $24.5. Note that the municipalities revenue loss is over-covered by an average of 43%, whereas the county local option tax of 1/16% generates 5 or 6 times as much as the revenue loss.

