SCS Agency SUMMARY ANALYSIS OF AMENDED BILL

Franchise Tax Board

Author: Morri ssey Analyst: Roger Lackey Bill Number: AB 1618
See Prior
Related Bills: _Anal ysi s Telephone: 845- 3627 Amended Date: 03-12-98
Attorney:  Doug Br amhal | Sponsor:

SUBJECT: Individuals 65 and A der Deducti on

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

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED January 5, 1998, STILL APPLIES.
OTHER - See comments bel ow.

SUWARY OF BILL

This bill would provide a $20, 000 deduction from gross incone for residents 65
years and ol der.

SUWMVARY OF ANMENDMENT

The March 12, 1998, anendnment provided that the $20, 000 woul d no | onger be an
excl usion from earned taxable income, but a deduction fromgross incone. Also,
it elimnated the requirenent that the $20, 000 anmount woul d be added back into
the taxpayer’s taxable incone for the purposes of cal culating the taxpayer’s tax.

Thi s anmendnent resolves the departnment’s inplenentation concerns. However, the
departnment’s technical concern still applies and is provided bel ow w th

nmodi fications to reflect the anendnents. Al so, the new revenue estimate is
provi ded. O her than these changes, the departnent’s analysis of AB 1618 as

i ntroduced January 5, 1998, still applies.

Techni cal Consi derati on

This bill would provide a taxable inconme exenption for a resident individua
who is at |east 65 years of age. However, it is unclear whether the
resident individual nust have attained 65 years of age prior to the
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begi nni ng of the taxable year or by the |last day of the taxable year.

Tax Revenue Esti mate

Revenue | osses under the Personal | ncome Tax Law are estinmated to be as
foll ows:

Ef fective Tax Years After Decenmber 31, 1997
Assuned Enactnent After June 30, 1998

(in mllions)
1998-9 1999-0 2000-1
(%1, 215) ($895) ($910)

Thi s anal ysis does not consider the possible changes in enploynent, persona
i ncome, or gross state product that could result fromthis nmeasure.

The above revenue inpact was based on the personal incone tax nodel for
t axpayers claimng the over 65 exenption credit.

Tax Revenue Di scussion

The follow ng table indicates the revenue | osses by taxable years. This
anal ysi s does not consider the possible changes in enploynment, persona

i ncome, or gross state product that could result fromthis nmeasure. Sone

t axpayer behavi or woul d be expected (i.e. reporting additional income due to
the tax reduction), but would be mnor (gains |ess than $500, 000 annual ly).

Taxabl e Years

(in mllions)
1998 1999 2000
($860) ($890) ($905)

The estimate for the first fiscal year (1998-9) includes all of the 1998 tax year
i npact plus 40% of the 1999.

Board Position

Neut r al

At its March 26, 1998, neeting the Franchi se Tax Board voted 2-0 to take a
position of neutral on this bill, with Robin J. Dezenber, on behalf of Menber
Craig L. Brown, abstaining.



