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Fiscal Estimate Narratives
DOR 3/24/2003

LLRB Number 03-1545/1 Introduction Number AB-146 Estimate Type  Original
Subject

Paying personal property taxes by installments

Assumptions Used in Arriving at Fiscal Estimate

Under current law, property taxes levied on personal property are payable in full on or before January 31 of
each year. Taxes on real property are payable either in full on or before January 31 or in two equal instalments
- the first instalment is due on or before January 31, and the second instalment is due on or before July 31.
Current law allows a municipality, by ordinance, to collect real propety taxes in three or more instaiments.

Under the bill, payment of personal property taxes would be treated the same as taxes on real property.
Personal property taxes would be payable in either in full on or before January 31 or in instalments.

Under the bill, the municipality would, as part of the February tax settlement, continue to pay in full for all
personal property taxes levied. While the bill does not specifically direct counties to settle for collections of the
second insalment of personal property taxes with the municipality, it can be assumed that counties would return
all personal property taxes collected to the municipalities as part of the August tax settlement. Thus,
municipalities would advance to the other taxing jursidictions the postponed personal property tax payments
from February 20 through August 20.

The bill would result in decreased local government revenues associated with foregone interest earnings. The
bill would also increase local government costs associated with programming and processing changes.

Interest Costs. In 2001/02 approximately $222 million of taxes were levied on personal property statewide.
Assuming 50% of personal property taxes would be paid in two instalments, the payment of approximately
$55.5 million [($222 million x 50%)/2] would be postponed until July 31. Municipalities would advance to the
other taxing jurisdictions $55.5 million in postponed payments for 6 months. Assuming an annual interest rate
of 1.5%, municipalities would lose approximately $417,000 in foregone interest earnings ($55.5 million x 1.5% x
6/12).

Programming Costs. Under current law, municipalities maintain the personal property tax roll throughout the tax
year; as a result county payment systems do not include processes or information on personal property tax
payments. The bill would require that counties collect the payment of second instalments of personal property
taxes; as a result, counties would incur costs associated with programming changes to adapt their payment
systems to process payments of second instalments of personal property taxes. To the extent that their
payment systems currently include two instalment payments for real property, the programming costs are not
expected to be significant.

Processing Costs. Assuming 50% of the 237,000 personal property accounts would be paid in two instalments,

counties woud incur increased costs to process and settle for payments of 118,500 second instaiments of
personal property taxes. These costs are not expected to be signficant.

Long-Range Fiscal Implications
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