SUMMARY ANALYSIS OF AMENDED BILL

Franchise Tax Board
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Author: Krekorian Analyst: Matthew Cooling Bill Number: _AB 985

September 2, 2009 &
Related Bills: See Prior Analysis Telephone: 845-5983 Amended Date: September 4, 2009

Attorney: Patrick Kusiak Sponsor:

SUBJECT: Property-Related Document Recording Fees

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous
analysis of bill as introduced/amended .

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENTS CONCERNS stated in the
previous analysis of bill as introduced/amended

FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO

REMAINDER OF PREVIOUS ANALYSIS OF BILL AS AMENDED
X JULY 9, 2009, STILL APPLIES.

X OTHER — See comments below.

SUMMARY

This bill would authorize the county recorders to increase the fee to record property-related
documents.

SUMMARY OF AMENDMENTS

The September 2, 2009, amendments removed language that would have allowed the county
recorder discretion to perform the duties specified under the bill if the fee increase would be
insufficient to pay for the administration of the bill.

The September 4, 2009, amendments would allow the county to increase the fee, not to exceed
two dollars, for recording a document, as specified.

As a result of the amendments, the “This Bill” and “Economic Impact” discussions have been
revised and are provided below. Except for the revisions discussed, the department’s previous
analysis of the bill as amended July 9, 2009, still applies.
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POSITION

Pending.

ANALYSIS
THIS BILL

This bill would allow the county recorder to adopt and impose a fee increase to offset the
administrative cost of redacting unlawfully restrictive covenants from public county documents.
Upon approval of the County Board of Supervisors, the fee would increase by a maximum of

two dollars per document recorded and would be added to the fee each county currently imposes
for recording documents. As a result, a taxpayer’s total liability, which includes taxes and fees,
would increase. The increase would be recorded on both the taxpayer’'s account and the Annual
Notice® to the taxpayer.

FISCAL IMPACT
This bill would not significantly impact the department’s costs.
ECONOMIC IMPACT

Revenue Estimate

This bill would result in the following revenue losses:

Estimated Revenue Impact of AB 985
Assumed Enacted After June 30, 2009
Effective After January 1, 2010

Property-Related 2009-10 2010-11 2011-12
Recording Fee $2 -$90,000 -$50,000 -$40,000

Any possible changes in employment, personal income, or gross state product that could result from
this provision are not taken into account.

Revenue Discussion

Departmental data show a current inventory of approximately one million tax liens. The liens are
issued for taxpayers with a tax debt of $1,000 or more and that debt is six months old or older.
This estimate assumes that an average cost of administration would be two dollars.

! The Taxpayer Bill of Rights (R&TC section 21026) requires that for taxable years beginning on or after
January 1, 1998, the Franchise Tax Board must mail written notices to all taxpayers that have a delinquent balance
due. The notices must be sent annually and inform the taxpayers of the amount due as of the date of the notice.
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It is estimated that there would be a one-time revenue loss of $60,000 in 2009-10 until an FTB
system upgrade can be completed that would allow FTB to collect the additional two dollar fee.
There would be an additional loss of approximately $25,000 in 2009-10 for the fee increase
associated with non-resident liens, or a total of $85,000 ($60,000 + $25,000), rounded to $90,000
in the table above. The amount of loss in subsequent years would be associated with non-
resident liens. It is estimated the net loss in 2010-11 would be $50,000 and, in 2011-12 would be
$40,000, with declining losses in future years.
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