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SUBJECT: Sal es Tax Rebate

SUMVARY CF BI LL

This bill would authorize a sales and use tax rebate to a qualified taxpayer, as
defined. The rebate would be $50 or a variable amount based on the taxpayer's
filing status and federal adjusted gross incone.

SUMVARY OF ANMENDVENT

The June 15, 2000, anendnment deleted the bill's previous | anguage regarding
regi onal water quality control boards and added the sales and use tax rebate
| anguage di scussed in this analysis.

This is the departnent's first analysis of this bill

EFFECTI VE DATE

As an urgency statute, this bill would be effective imediately and apply to
rebates issued after Septenber 1, 2000.

LEG SLATI VE H STORY

AB 2609 (Stats. 1987, Ch. 915) and SB 47 (Stats. 1987, Ch. 908) authorized a tax
rebate of excess funds for the 1986 taxable year. Qualified taxpayers were
allowed a tax rebate of 15% of the tax inposed by the incone tax |aw, as defined,
with specified mnimumdollar limts and maximumdollar limts. The rebate was
cal cul ated and adm ni stered by the Franchise Tax Board (FTB). The | aw required
rebate checks to be sent by the Controller to taxpayers by January 15, 1988.

SPECI FI C FI NDI NGS5

This bill would require a sales and use tax rebate to be paid to certain
gualified taxpayers as described in the foll owi ng categories:

1. An individual who filed a 1999 California personal incone tax (PIT) return as a
resident or part-year resident by the due date, including extension, but no
| ater than Cctober 15, 2000;

2. An individual who received property tax assistance under the Honmeowners and
Renters Assistance (HRA) programfor the 1999-2000 fiscal year;

3. An individual who resided in California during 1999 who was not required to
file a 1999 California personal income tax return, but was required to and did
file a 1999 federal incone tax return
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4. A resident who was not required to file a 1999 California personal incone tax
return or a 1999 federal inconme tax return, but filed a federal return for that
year to receive the federal earned incone tax credit;

5. Aresident who was not required to file a 1999 California personal incone tax
return or a 1999 federal income tax return, but received Social Security or
railroad retirenment benefits during that taxable year; and

6. Any nonresident who filed a 1999 California personal inconme tax return by the
due date, including extension, but no later than Cctober 15, 2000, and who can
produce proof of having paid California sales and use tax of at |east three
hundred dollars ($300) during the 1999 taxabl e year.

A qualified taxpayer would not include any individual who filed a 1999 California
personal income tax return and whose personal exenption credit was disall owed
because the individual was clainmed as a dependent on anot her taxpayer's tax
return.

For a qualified taxpayer who fits the first category above, the rebate woul d be
based on federal adjusted gross incone, as nodified, and filing status,
specifically:

For taxpayers using the status of married filing joint, the rebate woul d be:

Adj usted Gross | ncone Rebat e Anpunt
Less than $20, 000 $100
$20, 000 but |ess than $150,000 $200
$150, 000 and nore $250

For all other filing statuses:

Adj usted Gross | ncone Rebat e Anmount
Less than $20, 000 $50

$20, 000 but |ess than $150,000 $100

$150, 000 and nore $125

The rebate amount for part-year residents would be prorated according to the
ratio of their California adjusted gross incone to total adjusted gross incone
fromall sources, but in no event |ess than $10.

This bill would specify that all other qualified taxpayers would receive a rebate
anount of $50.

This bill would require the FTB to determine the anount of rebate for each
qualified taxpayer and certify the nanes, addresses, and rebate anmount to the
Controller. For the first category of taxpayers, the certification nust be
provi ded between Septenber 1 and Decenber 31, 2000. For all others, the
certification nust be provided by Decenber 31, 2000.

This bill would authorize the FTB to adopt regul ations all ow ng those taxpayers
who do not fall into the first category to file a claimfor the rebate and
provi de proof of eligibility. These regulations may be adopted w thout having to
conply with the provisions of the California Adm nistrative Procedure Act
contained in the Government Code.
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The Controller would be required to i ssue sales and use tax rebate paynents
wi thin 45 days followi ng receipt of the certification fromthe FTB.

This bill would specify that the sales and use tax rebate is not included in
gross incone for purposes of the personal incone tax |aw.

This bill would provide rules regarding sales and use tax rebates that are
erroneously granted or denials of rebates protested by claimants. A claimfiled
for the sales tax rebate woul d be deened a tax return and di scl osure woul d be
prohi bited unless required for the FTB or Controller's adm nistrative purposes.

This bill also expresses |egislative findings and decl arati ons which do not
i npact the departnent.

| npl enent ati on Consi derati ons

The departnment woul d be required to develop two different processes to
inmplement this bill. For taxpayers who filed a PIT return, HRA return or
recei ved a paynent fromthe Social Security Adm nistration (SSA), the
department would programthe systemto run a tape from existing taxpayer
information and SSA i nformation, providing the recipient's nane, address,
and anount of rebate, based on their adjusted gross inconme and filing status
or other requirenents of the | aw

For the rerai nder of the claimants, the departnment woul d have to create a
new form establish a filing program and establish a manual verification
process. This process would be tine consumng to inplenent and | abor

i ntensi ve.

REGULATI ONS

This bill would authorize the FTB to devel op procedures to all ow taxpayers to
file a claimfor the sales and use tax rebate and to adopt regulations to

i mpl ement provisions of the |aw wi thout conplying with the requirenments of the
California Adm nistrative Procedure Act.

FI SCAL | MPACT

Departmental Costs

Based on the assunption that the departnent would be able to access data
fromthe SSA, but not fromthe IRS, the departnent's costs to adm nister the
bill would be $7.9 mllion for inplementation. These costs are based on

?? 1.2 million paper clainmns.
?? 15.4 mllion rebates determ ned fromel ectroni ¢ dat a.

Tax Revenue Estimate

This bill would not inpact state incone tax revenue.

BOARD PCOSI TI ON

Pendi ng.
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