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SPONSOR: Senator Altamirano

BILL SHORT TITLE: Heating Bill Relief Rebate and Recurring PIT reduction.

CONFLICTS, DUPLICATES, COMPANIONS: SB-124 & HB-235 -- Governor's proposal w/ 7.7% top rate, restoration of top bracket levels, moderate zero bracket relief and moderate adjustment of intermediate rates. SB-43 -- modified governor’s bill w/ 7.9% top rate, restoration of  top bracket levels, slightly more zero bracket relief than governor's bill, moderate adjustment of intermediate rates. SB-213 -- $40M recurring PIT cut combined w/ LICTR increase w/ top rate 7.9%, partial restoration of top bracket level, moderate zero bracket, but no adjustment of lower rate upwards. HB-123 – indexing w/ immediate expansion of brackets, same rates and  future indexing. HB-424 -- non-recurring liability rebate w/ one-time rebate of 5% of liability for residents. SB‑108 – three-year phased-in deduction for net capital gains. SB-236 – immediate deduction for net capital gains.

DESCRIPTION: This bill proposes a non-recurring, one-time “heating bill relief rebate” and a recurring $25M PIT rate and bracket tax cut. In comparison to some of the other PIT tax relief bills, this one would be described as, “non-recurring AGI-based rebate, up to $160 per household and declining with increasing income, coupled with recurring, $40M PIT cut, with 7.9% top rate, no restoration of top bracket level, lowest rate dropped to 1.5%. A new non-recurring rebate table is created, with rebate of $160 for MFJ AGI not over $20,000, $80 rebate for AGI between $20,000 and $30,000, $40 rebate for  AGI between $30,000 and $40,000; $10 rebate for AGI between $40,000 and $50,000. Similar amounts are provided for singles ($80 maximum), married filing separate returns ($80 maximum) and heads of household ($130 maximum). This design, although it yields a tax penalty of $80 for the first dollar of MFJ AGI over $20,000, is easy to understand and administer. Compliance with the provisions is expected to be high.

EFFECTIVE DATE: recurring portions applicable for tax years beginning on or after January 1, 2001; non-recurring portion applicable to the tax year beginning in 2001.

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          .             

(38,500)
(1,600)
0
Non-Recurring
General Fund


100
0
Non-Recurring
State Deduction Recovery

(38,500)
(1500)
0
Non-Recurring
Net General Fund


400
0
Non-Recurring
Federal Deduction Recovery

38,500
1,100
0
Non-Recurring
Net Taxpayer Benefit







(24,400)
(26,400)
(27,800)
Recurring
General Fund


2,,900
3,100
Recurring
State Deduction Recovery

(24,400)
(22,100)
(24,700)
Recurring
Net General Fund


4,800
5,200
Recurring
Federal Deduction Recovery


17,300
19,500
Recurring
Net Taxpayer Benefit







(62,900)
(23,200)
(24,700)
Rec & Non-rec
Total Net General Fund

The non-recurring total impact is $40,120,000 but experience with similar programs in the past indicates that about 4% of taxpayers will not file a claim or get paid their share until the 2003 fiscal year.

ADMINISTRATIVE IMPACT: recurring piece minimal; non-recurring piece moderate on processing, systems, taxpayer information and financial services. A significant number of additional refunds will be mailed, since the withholding tables will not reflect the non-recurring piece at all, and the recurring piece will not show up in paychecks until after July 1, 2001. However, printing and mailing costs, forms design and systems development are all funded in the Department’s base budget.

OTHER IMPACTS AND ISSUES:

1. Five-year impact of the recurring portion of this bill are as follows:

FY 2001
FY 2002
FY 2003
FY 2004
FY 2005

-24,400
-26,400
-27,800
-29,000
-30,600

2. Summary impact of the recurring portion of the bill is as follows:

CY 2001

Current
Proposed




PIT Liability

2001
2001
Decrease
Decrease
Decrease



(Million $)
(Million $)
(Million $)
%
Per Retn.









Single

230.24
223.86
-6.38
-2.77%
-$27.86

Married Joint

724.55
707.92
-16.63
-2.30%
-$64.56

Married Separate

10.32
10.06
-0.26
-2.52%
-$38.66

Head of Household

48.57
46.81
-1.76
-3.62%
-$24.76

  Total

1013.68
988.65
-25.03
-2.47%
-$44.35











Current 2001
Proposed






Liability
2001
Decrease
Decrease
Decrease

 Base Taxable

(Millions)
(Millions)
(Millions $)
%
Per Retn.









     0 - 15,000

38.19
34.88
-3.31
-8.67%
-$13.85

15,000 - 25,000

71.95
68.43
-3.52
-4.89%
-$36.83

25,000 - 40,000

143.41
139.49
-3.92
-2.73%
-$41.99

40,000 - 75,000

280.77
276.67
-4.10
-1.46%
-$45.13

over 75,000

479.36
469.18
-10.18
-2.12%
-$222.97



1013.68
988.65
-25.03
-2.47%
-$44.35

3. The recurring portion of this proposal does not provide any features to ameliorate the marriage tax penalty. Accordingly, the example marriage tax penalty increases from a 17.6% of liability penalty to 18.4% of liability. While this difference is trivial, the fact that the proposal does not improve the problem may be. The non-recurring portion of the bill, however, is designed specifically to ameliorate the marriage tax penalty. The rebate amount for singles is exactly half, while income levels for a particular rebate amount (or half the amount) are also exactly half for singles. This means that a two-earner household each with comparable income will receive exactly the same rebate, whether the two persons are single or married. If the two incomes are disparate, then the married couple receives more (up to $80 more, in fact) than if the two persons are single and living in a single household.

4. Filing status and income detail for the recurring portion is as follows:

Detail









Current
Proposed






Single
Single
Decrease



2001

Liability
Liability
$
Decrease
Decrease

  Base Taxable

(Millions)
(Millions)
(Millions)
%
Per Retn.

     0 - 15,000

21.56
19.81
-1.75
-8.12%
-$13.07

15,000 - 25,000

35.93
34.57
-1.36
-3.79%
-$32.09

25,000 - 40,000

50.63
49.67
-0.96
-1.90%
-$32.15

40,000 - 75,000

53.9
53.33
-0.57
-1.06%
-$34.50

over 75,000

68.22
66.47
-1.75
-2.57%
-$274.34



230.24
223.85
-6.39
-2.78%
-$27.90



























Current
Proposed






MFJ
MFJ
Decrease



2001

Liability
Liability
$
Decrease
Decrease

  Base Taxable

(Millions)
(Millions)
(Millions)
%
Per Retn.

     0 - 15,000

9.47
8.55
-0.92
-9.71%
-$16.91

15,000 - 25,000

26.12
24.44
-1.68
-6.43%
-$42.00

25,000 - 40,000

79.28
76.64
-2.64
-3.33%
-$48.07

40,000 - 75,000

214.65
211.27
-3.38
-1.57%
-$48.02

over 75,000

395.03
387.01
-8.02
-2.03%
-$211.71



724.55
707.91
-16.64
-2.30%
-$64.60











Current
Proposed






MFS
MFS
Decrease



2001

Liability
Liability
$
Decrease
Decrease

  Base Taxable

(Millions)
(Millions)
(Millions)
%
Per Retn.

     0 - 15,000

0.80
0.75
-0.05
-6.25%
-$14.85

15,000 - 25,000

1.43
1.4
-0.03
-2.10%
-$20.26

25,000 - 40,000

1.65
1.63
-0.02
-1.21%
-$22.03

40,000 - 75,000

2.02
2.0
-0.02
-0.99%
-$32.52

over 75,000

4.42
4.29
-0.13
-2.94%
-$366.20



10.32
10.06
-0.26
-2.51%
-$38.45











Current
Proposed






H/H
H/H
Decrease



2001

Liability
Liability
$
Decrease
Decrease

  Base Taxable

(Millions)
(Millions)
(Millions)
%
Per Retn.

     0 - 15,000

6.37
5.77
-0.60
-9.42%
-$12.68

15,000 - 25,000

8.46
8.01
-0.45
-5.32%
-$38.42

25,000 - 40,000

11.85
11.54
-0.31
-2.62%
-$40.39

40,000 - 75,000

10.2
10.07
-0.13
-1.27%
-$39.22

over 75,000

11.68
11.41
-0.27
-2.31%
-$259.62



48.56
46.80
-1.76
-3.62%
-$24.76

1. The non-recurring portion of the bill has impact as follows:

Summary by Filing Status
Rebate Returns #
Rebate Exemptions #
Total Rebate $
Average per Return $
Average Per Exemption $








    Single
261,505
221,421
$15,430,000
$59.02
$69.70

    Married Filing Joint
186,295
577,382
$15,010,000
$80.55
$25.99

    Married Filing Separate
4,596
6,648
$210,000
$46.30
$32.01

    Head Of Household
105,987
259,621
$9,470,000
$89.32
$36.47

        Total
558,384
1,065,072
$40,120,000
$71.85
$37.67








Summary by Household Income (AGI)
Rebate Returns #
Rebate Exemptions #
Total Rebate $
Average per Return $
Average Per Exemption $








$0 to $10,000
240,766
310,883
$23,150,000
$96.14
$74.46

$10,000 to $20,000
162,040
310,033
$11,780,000
$72.70
$38.00

$20,000 to $30,000
77,493
199,964
$3,840,000
$49.59
$19.22

over $30,000
78,084
244,191
$1,350,000
$17.28
$5.53

        Total
558,384
1,065,072
$40,120,068
$71.85
$37.67

Please note in these tables that the non-recurring table reports family income (AGI), but the recurring impact is reported based on taxable income. Since the MFJ standard deduction amount for 2001 is $7,600 and the personal exemption is $2,900, a family income of $30,000 (AGI) is a taxable income of $10,800 for a married couple with two children. If the couple itemizes deductions, the taxable income can be even less.

