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SUBJECT: California Peace Oficer Mnorial Foundation

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 DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO

REMAINDER OF PREVIOUSANALYSISOF BILL ASINTRODUCED/AMENDED STILL APPLIES.
X OTHER - See comments bel ow.

SUMVARY CF Bl LL

Under the Admi nistration of Franchise and Incone Tax Law, this bill would specify
that the $250,000 m ni num contribution Iimtation would apply to the California
Peace Officer Menorial Fund only if the repeal date is del eted.

SUMVARY CF AMENDIVENT

The August 24, 2000, anendnent added operative date | anguage.

The August 18, 2000, anmendment del eted the previous | anguage of the bill that
woul d have made technical, nonsubstantive changes to the Revenue and Taxation
Code pertaining to the Board of Equalization. The anendnent added the provisions
di scussed in this analysis.

This is the departnent's first analysis of this bill

EFFECTI VE DATE

This bill would apply to tax returns filed in cal endar year 2001 for taxable
years beginning on and after January 1, 2000.

LEG SLATI VE H STORY

SB 1230 (Stats. 1999, Ch. 215) established the California Peace Oficer Menorial
Fund as a voluntary contribution on state inconme tax returns for individuals.
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BACKGROUND

Thirteen voluntary contribution funds appeared on the 1999 state personal incomne
tax return. Total contributions to the funds have varied from approxi mately
$3.4 mllion in 1989/1990 to approximately $3 mllion in 1998/ 1999. The nunber
of individuals contributing (first tabulated in 1993) renmains fairly constant at
approxi matel y 140,000, or slightly less than 1% of all taxpayers.

SPEC!I FI C FI NDI NGS

Current federal tax |aw provides a true checkoff to direct $3 of a taxpayer’s tax
liability to the presidential election fund. Designation of the $3 amount does
not affect a taxpayer’s tax liability or refund anount.

Current state tax law all ows taxpayers to make contributions of their own funds

(not tax liability) on their tax returns to the 13 voluntary contribution funds

listed on the state tax return. Each fund provides for the reinbursenent of the
Franchi se Tax Board's (FTB) and the Controller’s actual costs to adm nister the

f und.

Except for the California Seniors Special Fund, which has no sunset date, the
voluntary contribution funds have various sunset dates. Attachnent | shows the
specific sunset dates for each voluntary contribution fund and indicates that all
funds except the California Seniors Special Fund nust neet a mninmumcontribution
test (as indexed, if required) to remain on the return. Attachment Il is a chart
i ndi cating the nunber and dol |l ar anmount of contributions to the funds for
multiple fiscal years.

Current state tax |law requires the FTB, by Septenber 1, 2000, to estimate whether
the contributions nade on returns filed in 2000 to nine voluntary contri bution
funds, including the California Peace Oficer Menorial Fund, neet the m ni mum
contribution test.

This bill would specify that the $250, 000 m ni mum contribution test would apply
to the California Peace Oficer Menorial Fund only if both the repeal date of
January 1, 2006, is deleted and the FTB estimates that the fund woul d not neet
the required m ni mrum contri bution anount.

Pol i cy Consi deration

Under current state tax law, this fund woul d be renoved fromthe state
incone tax return for failing to neet the m ni numcontribution anmount of
$250, 000. The FTB nust estinmate by Septenber 1 by using the actual anount
contributed to date and an estimate of the remaining year's contributions.
As of July 1, 2000, $106,557 had been contributed to this fund. The
Legi sl ature inposed the mnimumcontribution test on voluntary contributions
to allow only those voluntary contribution funds that performat or above a
specified level to remain on the return. GCenerally, repeal dates are not
deleted. This bill would effectively allow the California Peace Oficer
Menorial Fund to remain on the state incone tax return until the repeal date
wi t hout having to nmeet the mninumcontribution test applicable to other
voluntary contri bution funds.
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The pl acenent of non-tax related voluntary contribution funds on the tax
return limts the anount of space available for tax-related itens. The
i nclusion of non-tax related information may ultinmately inpair tax
collection and reduce adm ni strative efficiency.

| npl eent ati on Consi derati on

The inplementation of this bill would not significantly inpact the
departnment's prograns or procedures.

FI SCAL | MPACT

Depart nental Costs

This bill would not significantly inpact the departnent’'s costs.

Tax Revenue Estimate

Potential revenue |osses fromthis bill would be very mnor, |ess than
$15, 000 annually. The loss would result fromitem zed deductions for the
contri butions.

Tax Revenue Di scussi on

Assum ng contributors item ze deductions and do not reduce other charitable
contri butions and by applying an average narginal tax rate of 6% the annual
revenue | oss would be | ess than $15, 000.

BOARD POSI T1 ON

Pendi ng.



