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BILL NUMBER:  HB-224

SPONSOR:  Representative Lundstrom

BILL SHORT TITLE: Use of County Correctional Facility Gross Receipts Tax

CONFLICTS, DUPLICATES, COMPANIONS:  

DESCRIPTION:  This bill adds McKinley County to the list of counties eligible to impose the County Correctional Facility Gross Receipts Tax.  The use of the tax revenue (definition of “judicial-correctional facility”) is expanded to include “a courthouse and any other county facility used as a county administrative office”. McKinley County would be allowed a tax rate of up to one-fourth of one percent (0.25%), while existing law allows other particular counties no more than one-eighth of one percent (0.125%).  McKinley County could impose the tax without voter approval, while other counties must receive voter approval to impose the tax.

EFFECTIVE DATE:  July 1, 2001.

FISCAL IMPACT (Thousands of dollars)   Parenthesis ( ) indicate a revenue loss:

	Estimated Impact on Revenues
	Recurring or
	

	
	
	
	Nonrecurring
	Funds

	Half Fiscal Year
	First Fiscal Year
	Full Fiscal Year
	     Impact     
	         Affected         

	992.1
	2,291.7
	2,500.0
	Recurring
	McKinley County (Courthouse/Admin. Offices)


The “Half Fiscal Year” fiscal impact assumes implementation of the tax at a rate of 0.25% on January 1, 2002, generating 5 months of revenue in fiscal year 2001-2002.  The “First Fiscal Year” impact assumes implementation of the tax on July 1, 2002, generating 11 months of revenue in fiscal year 2002-2003.  The “Full Fiscal Year” impact shows 12 months of revenue at fiscal year 2002-2003 levels.  The growth rate in McKinley County’s tax base was assumed to be 5% per year over fiscal year 1999-2000 levels.

The revenue at the assumed tax rate of 0.25% should be able to support approximately $19.5 million in bonds for McKinley County Courthouse and administrative offices (assuming 10 year bonds at 5% and a coverage ratio of 1).

ADMINISTRATIVE IMPACT:  No significant administrative impact on the department.  The local option tax could be implemented with existing resources as part of the department’s routine duties.

OTHER IMPACTS AND ISSUES:

· The tax may be imposed only once for repayment of revenue bonds for a period of no more than 10 years.  The tax may be used for constructing, purchasing, furnishing, equipping, rehabilitating, expanding or improving a facility or the grounds of the facility, including parking lots and landscaping.

· This bill’s expansion of eligible counties, increase in the allowed tax rate, and revision to the original use of the County Corrections Facility Gross Receipts Tax illustrates how local option gross receipts taxes tend to proliferate in an ad hoc manner, sometimes without much review of long term policy considerations.

The expansion of local option taxes of this sort inhibit the ability of the state to raise revenue from the gross receipts tax, assuming there is a maximum tax rate the public will tolerate.

· It is unclear what effect, if any, the revision to the original use of the tax might have on other counties eligible to impose the tax who have yet to impose it.

