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positions or funds for the collection activity, an appropriation from the general fund for
the Department of Taxation is necessary. Your committee provided nineteen positions
and general funds of $944,312 for fiscal year 2007-2008 and $717,944 for fiscal year
2008-2009. Your Committee has included a provision requiring the Department to study
and report to the Legislature during the Regular sessions of 2008 and 2009 on the totality
of the additional work represented by the county surcharge collection activity.

Senate Stand. Comm. Rep. 1586 (2007). Accordingly, a proviso, section 121 of the
appropriations act, was inserted to require the Department to generate such reports.

In response to the budget proviso, the Department issued two reports. Department of Taxation,
Annual Report as Required by Act 213, SLH 2007, Section 121 (2007), and Department of
Taxation, Annual Report as Required by Act 213, SLH 2007, Section 121 (2008). In the latter
report, the Department stated that the budgeted salary for positions dedicated to surcharge
collection was approximately $750,000 in FY 2008 and $700,000 in FY 2009, to which should
be added a portion of the salaries of existing Compliance Division staff (audit and collection
functions) amounting to about $440,000 per year. The Department also noted that its request to
the 2008 Legislature for an additional $233,000 for computer support needed to administer the
county surcharge tax was denied. So the costs to administer the surcharge in FY 2008 and FY
2009 were approximately $1.2 million and $1.15 million respectively. Even if the $233,000 that
the Department wanted but didn’t get were added, the total costs would be considerably less than
the earlier projected amounts.

Over the ensuing several years, the 10% amount diverted grossly exceeded the $1.2 million per
year that the Department reported, and in FY 2014 exceeded the entire budget of the Department
of Taxation.

This bill proposes to address the issue by repealing the entire section disposing of the surcharge.
The intent of the bill probably could be accomplished without killing the patient by amending the
section surgically, such as:

[§248-2.6] County surcharge on state tax; disposition of
proceeds. (a) If adopted by county ordinance, all county
surcharges on state tax collected by the director of
taxation shall be paid into the state treasury quarterly,
within ten working days after collection, and shall be
placed by the director of finance in special accounts. Out
of the revenues generated by county surcharges on state tax
paid into each respective state treasury special account,
the director of finance shall deduct [ten—per—eent—eofthe

tase—teo—reimbiurse—the—State—Ffor] the costs of assessment,
collection, and disposition of the county surcharge on
state tax incurred by the State. Amounts retained shall be
general fund realizations of the State.
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(b) The amounts deducted for costs of assessment,
collection, and disposition of county surcharges on state
tax shall be withheld from payment to the counties by the
State out of the county surcharges on state tax collected
for the current calendar year.

(c) For the purpose of this section, the costs of
assessment, collection, and disposition of the county
surcharges on state tax shall include any and all costs,
direct or indirect, that are deemed necessary and proper to
effectively administer this section and sections 237-8.6
and 238-2.6.

(d) After the deduction and withholding of the costs
under subsections (a) and (b), the director of finance
shall pay the remaining balance on [+]a[4] quarterly basis
to the director of finance of each county that has adopted
a county surcharge on state tax under section 46-16.8. The
quarterly payments shall be made after the county
surcharges on state tax have been paid into the state
treasury special accounts or after the disposition of any
tax appeal, as the case may be. All county surcharges on
state tax collected shall be distributed by the director of
finance to the county in which the county surcharge on
state tax is generated and shall be a general fund
realization of the county, to be used for the purposes
specified in section 46-16.8 by each of the counties.
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