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Highlights

Revenue

Board revenues grow more than seven percent
over 1997-98

Bolstered by the strong economy, Board
of Equalization revenues reached a record
$35.53 billion this fiscal year. This was a
$2.36 billion, or 7.1 percent, increase over
1997-98 revenues of $33.17 billion. The
largest component of Board revenues, sales
and use taxes, grew by $1.86 billion, or
6.6 percent, to reach $30 billion. Sales
and use tax revenues alone were more than
$113 million higher than total Board
revenues for fiscal year 1995-96.

1998-99 Board Revenues
Billions of Dollars

Sales and use taxes $30.00

Property taxes 0.79
Other taxes and fees 4.74

Revenues increase for local jurisdictions

Board collections on behalf of California

cities and counties increased by 5.0 percent
in fiscal year 1998-99 to total $4.66 billion.
Taxes collected for special tax districts grew

by 3.2 percent to reach $2.45 billion.

Fuel tax revenues increase, alcoholic beverage
tax receipts stabilize, cigarette and tobacco

tax proceeds jump

In 1998-99, fuel tax revenues rose 4.7 percent
to reach $3.02 billion. Alcoholic beverage tax
revenues grew by only 0.8 percent, totaling
$273.12 million. Overall cigarette and
tobacco products tax revenues jumped
dramatically, increasing by 51.1 percent to
total $977.78 million. The increase was due
to the January 1999 implementation of new
taxes on cigarettes and other tobacco prod-
ucts imposed by the passage of Proposition
10 in November 1998 (see “Increase in
cigarette and tobacco products taxes . . . ,”

next page).
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Tax District and Rate Changes

One special transactions and use tax district
expired in 1998-99; six new districts began
collecting tax

The San Benito County Council of Govern-
ments special tax district, which imposed a

0.50 percent transactions (sales) and use tax,

expired on December 31, 1998.

Six special tax districts, imposing transactions
and use tax at rates from 0.125 percent to
0.50 percent, began collecting tax this fiscal

year.

Effective July 1, 1998:
* Napa County Flood Protection Authority,
0.50 percent

Effective October 1, 1998:

* Solano County Public Library Transac-
tions and Use Tax, 0.125 percent

* Nevada County Public Library Transac-
tions and Use Tax, 0.125 percent

* Town of Truckee Road Maintenance

Transactions and Use Tax, 0.50 percent

Effective April 1, 1999:

* City of Placerville Public Safety Transac-
tions and Use Tax, 0.25 percent

* Fresno County Public Library Transactions
and Use Tax, 0.125 percent

Increase in cigarette and tobacco products
taxes will fund new children’s program

Proposition 10, enacted by the voters in the

November 1998 election, took effect on
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January 1, 1999. It will fund early childhood
development programs from revenues gener-
ated by increases in the state excise tax on
cigarette and tobacco products. The measure
increased the tax on cigarettes by 50 cents per
package of 20 cigarettes and imposed an
additional, equivalent tax on the distribution
of tobacco products. Revenues for January
through June 1999 totaled $391.16 million
and are expected to increase to $729 million
for fiscal year 1999-00.

Legislation

More information on these and other bills is
found in the tax program chapters of this

report.

Property Taxes

SB 2237 creates exemption for low-value
timber harvests

Senate Bill 2237 (Stats. 1998, ch. 591)
exempts timber harvests from the timber yield
tax when the value of the harvest is so low that
the cost of assessing and collecting the tax

would exceed the tax due.

Exemption for active solar energy

systems reinstated

Assembly Bill 1775 (Stats. 1998, ch. 855)
restores the new construction exclusion for
active solar energy systems for fiscal years
1999-00 to 2004-05. This exclusion had not
been available since June 30, 1994.
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Settlement agreement between counties

and airlines codified

Two bills, Assembly Bill 1807 (Stats. 1998,
ch. 86) and Assembly Bill 2318 (Stats. 1998,
ch. 85), were enacted to codify a settlement
agreement negotiated between counties and
airlines. The agreement ends outstanding
litigation and appeals regarding the assess-
ment of taxable real property rights of airlines

in publicly owned airports and aircraft

assessments.

Mission San Francisco de Asis

Property tax relief provided for owners

of contaminated land with the Legislature and the Board to
Assembly Constitutional Amendment 22 optimize their local sales tax revenue.

(Stats. 1998, res. ch. 20) was approved by The following changes took effect on

voters in the November 1998 elections as January 1, 1999, as a result of 1998
Proposition 1. The measure authorizes the legislation:

Legislature to grant a base year value transfer e Place of sale for sales of jet fuel defined
to replacement property when improvements (Assembly Bill 66; Stats. 1998, ch. 1027)
located on a contaminated site must be * Local tax allocation provisions for motor
removed or are damaged in the cleanup vehicle licenses clarified (Assembly Bill
process. 1946; Stats. 98, ch. 140)

* Board charges limited for administration of

Sales and Use Taxes transaction and use tax (Assembly Bill 836;

Various bills affect administration and Stats. 1998, ch. 890)
application of local sales tax

Since the passage of Proposition 13, which AB 2798 creates three new tax exemptions

limited increases in property tax values, the Assembly Bill 2798 (Stats. 1998, ch. 323)
Bradley-Burns Uniform Local Sales and Use exempts from the sales and use tax

Tax has become an increasingly important * Certain purchases by persons primarily
source of revenue for local governments. In engaged in teleproduction and

recent years, cities and counties have worked postproduction activities
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* DPurchases of qualified space flight property
* Sales and purchases of non-annual plants

that produce food for human consumption

Special Taxes

Tire recycling fee is extended
to January 1,2001

Assembly Bill 117 (Stats. 1998, ch. 1020)
extends the expiration date of the tire
recycling fee from June 30, 1999, to January
1, 2001. This fee pays for costs associated
with operating the tire recycling program; the
cost of cleanup, abatement, or other remedial
action related to the disposal of used whole
tires; and research directed at promoting and
developing alternatives to landfill disposal

of used whole tires.

Taxpayer Services

Bureau of State Audits finds Board’s settlement
program shortens dispute resolution process

In July 1999, after reviewing the Board’s
administrative settlement program, the
Bureau of State Audits reported that the
program is efficient and effective in resolving
tax disputes. The State Auditor found that
the program generally shortens the dispute
resolution process and promotes a better

working relationship between taxpayers
and the Board.
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Board-sponsored legislation expands California
Taxpayers’ Bill of Rights

Assembly Bill 821 (Stats. 1998, ch. 612),
enhances the California Taxpayers’ Bill of

Rights by adding provisions concerning

¢ Abatement of interest in certain circum-
stances related to state employee or agency
delay or error,

* Formal, written installment payment
agreements,

¢ Interest on erroneous refunds,

¢ Claims for reimbursement related to
Board hearings,

* Return of levied property, and

¢ Release or subordination of liens.

For details, see “Additional Taxpayers’ Rights,”
page 33.

Cooperative Ventures

Board and other state agencies open three

Taxpayer Service Centers this fiscal year

In 1998-99, the Board of Equalization joined
other state agencies in opening convenient
one-stop Taxpayer Service Centers in Sacra-
mento, Oakland, and San Francisco. The

San Francisco and Oakland centers are jointly
operated by the Board and the Franchise Tax
Board (FTB). The Sacramento center is
staffed by the Board, FTB, Employment
Development Department, and Alcoholic

Beverage Control Board.
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One-call-connect system links agency call

centers for taxpayer convenience

The Board of Equalization, Franchise Tax
Board, and Employment Development
Department entered into an agreement to
assist taxpayers with general questions at the
first point of contact. When a customer
reaches a call center with a question about

a program handled by another agency, the
caller is transferred directly to the other

agency’s representative.

Enhancing Operations

EEO continues work to ensure a diverse
and discrimination-free workplace

The Equal Employment Opportunity
(EEO) Office strives to ensure that the

Board of Equalization’s workforce reflects
the state’s diverse labor force. The EEO
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Office continuously works toward creating
conditions that foster a positive work
atmosphere free of discrimination and

sexual harassment.

Board successfully implements its Integrated
Revenue Information System while completing
its Year 2000 effort

In June 1999, the Integrated Revenue
Information System (IRIS) contract was
completed on schedule. The IRIS phase 1
implementation, completed in December
1998, comprised the processing of sales and
use tax returns and related financial
functions. Phase 2 addressed audits and
appeals. In addition, the Year 2000 project
team’s work ensured that the Board’s
computer operations and taxpayer services
would continue to run smoothly

into the next millennium.
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