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Fiscal Estimate Narratives
DOR 2/12/02

LRB Number 01-4629/1 ~ |Introduction Number AB-767 Estimate Type  Original

Subject

Tax credit for sales and use taxes paid on fuel and electricity used in manufacturing

Assumptions Used in Arriving at Fiscal Estimate

The bill would replace the current law income and franchise tax credit for sales tax paid on fuel and electricity
used in manufacturing with a sales tax exemption for the sales tax on those purchases.

Based on Department data, this provision would reduce tax revenues by $9 million annually, absent
consideration of the unused credit that is carried forward to offset tax liabilities in future years. Income and
franchise tax revenues would increase by an estimated $22 million and sales tax revenues would decrease by
an estimated $31 million annualty.

Approximately, $125 million of unused credit from prior years would continue to be used to offset future tax
liability for an estimated five years at the current rate of usage (up to $29 million per year).

Local sales taxes would decline as a result of the exemption for fuel and electricity used in manufacturing.

Assuming county, ballpark and stadium taxes are 7.064% of state sales taxes, the percentage they were
estimated to be in 2001, the local revenue loss would be $2.2 million ($31 million x 7.064%).

Long-Range Fiscal Implications
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Tax credit for sales and use taxes paid on fuel and electricity used in manufacturing

l. One-time Costs or Revenue Impacts for State and/or Local Government (do not include in

annualized fiscal effect):

One-time revenue losss of $125 million over an estimated five years (up to $29 million per year) as

existing unused credit is used up.

II. Annualized Costs:

Annualized Fiscal Impact on funds from:
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A. State Costs by Category
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$
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lll. State Revenues - Complete this only when proposal will increase or decrease state revenues

(e.g., tax increase, decrease in license fee, ets.)
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NET CHANGE IN REVENUE $-9,000,000 $-2,200,000
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