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SUBJECT: School Sponsored Activity Fees Credit/FTB Report Fiscal |npact To
Legi sl ature

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

X AMENDMENTSIMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID 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 DEPARTMENT'S PREVIOUS ANALYSIS OF BILL AS INTRODUCED FEBRUARY 18, 1998, AN
AMENDED APRIL 20, 1998, STILL APPLIES.

X OTHER - See comments below.

SUMMARY OF BI LL

Under the Personal |ncone Tax Law (Pl TL) and Bank and Corporation Tax Law
(B&CTL), this bill would authorize a credit to taxpayers equal to any fees paid
to a qualified school for a school sponsored activity.

SUVMVARY OF AMENDIVENT

The May 12, 1998, anendnent eliminated nonprofit private schools fromthe
definition of "qualified school" and nmade other technical changes.

Except for this change and its inpact on revenue, the department’s analysis of
this bill as anmended April 20, 1998, still applies.

Tax Revenue Esti mate

Based on data and assunptions di scussed bel ow, revenue | osses fromthis bil
are estimated to be as foll ows:
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Esti mat ed Revenue | npact of AB 2109
As Amended May 12, 1998
Assumed To Be Effective From 1/01/98
(I'n $M I 1ions)

Fi scal Years 1998/ 99 1999/ 00 2000/ 01
TOTAL (81) (78) (82)

Any possi bl e changes in enpl oynent, personal incone, or gross state product
that nmight result fromthis bill are not taken into account.

Tax Revenue Di scussi on

Revenue | osses woul d be determ ned by the nunber of taxpayers paying fees
for activities sponsored by qualified public schools, the anount of fees,
and the tax liabilities of taxpayers.

According to data fromthe California Departnent of Education, the nunber of
students enrolled in California public schools in grades K-12 was
approximately 5.7 million during the 1997/98 school year.

To estinate the magni tude of potential revenue |osses fromthis proposal, it
was assuned that 5% of students woul d have taxpayers (individuals as well as
busi nesses) payi ng an average anount of $250 during the school year for
students’ participation in qualified activities. The number of payers and

dollar amounts were grown annually by school enrollment growth rates as well

as by 2.5% annual inflation rate.

With a deduction offset applied, revenue losses would be on the order of $80
million per school year. It is projected that three-fourths of the impact
would occur under the PIT law and the balance under the BCT law.



