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Legislative Proposal

TAX EQUITY & FAIRNESS
PROBLEM(S): 

1) Many electronic products on the market today are outdated long before the taxpaying entity has the ability to fully depreciate that purchase in accordance with law. 

2) This means either that products are not lasting as long as depreciation requires, or, to to add insult to injury, it means tax payers must keep records on items disposed of years before.  
3) The current tax policy does not spur “reinvestment or consumer spending” 

SPECIFICALLY: 
For example, if you go out and purchase an electronic item (like a computer printer) in any store for about $250, according to most manufacturers, that purchase is designed to last for no more than 3 years and by the 4th year, if still in service, is functionally outdated. This thought/concept is not accurately reflected or carried through on tax depreciation schedules (where it often takes 5 years to depreciate the item). This often means that small businesses are depreciating an item that has often been disposed of, and if lucky enough to still be in use, is not as ‘efficient’ as possible, thus causing a larger than necessary carbon footprint.
What drives this whole problem is this: new printers (that come with cartridges) are usually priced at the cost of what the purchase price of a new “toner cartridge” is, meaning that it’s often easier to simply replace the entire printer (complete with a new toner cartridge) than it is to just purchase the cartridge alone. This not only leads to waste, but for those who “burn through printers after a couple of thousand copies, leaves them holding the deduction bag for years on end while the product has been disposed of long ago. 

SOLUTION(S): Competitive options
1) Remold California’s tax depreciation schedule(s) for small business and electronic equipment purchases by lowering the depreciation rate from 5 years to either the manufacture’s estimated life expectancy or 2 years, which ever is sooner. 
2) Require that a higher quality of product be placed on the market and ensure that that product matches the concepts found in the tax code (product life expectance should equal tax code depreciation schedules). 
3) Allow products that are under certain price caps, to be depreciated at different rates or speeds
4) Require product manufacturers to enhance their warranties, and have them equate with tax depreciation schedules.

POSSIBLE SUPPORT: 
1) Business Community

2) Consumers
3) Electronics stores

POSSIBLE OPPOSITION: 
      1) Franchise Tax Board
ARGUMENTS IN SUPPORT:

1) Fair and reasonable.
2) Changing the depreciation rate will foster consumer spending on new products that will often be more energy efficient, as well as tax compliant. 

3) Helps protect consumer purchases by evaluating the tax code and its help to protect consumer purchases;
4) Helps stream line bookkeeping, making tax forms easier to read, complete and file.
5) No actual out of rocket expenses will accrue to the state, rather this simply speeds up depreciation and that speed up makes this a question of today’s relative dollar value: today v. tomorrow’s. 
ARGUMENTS IN OPPOSITION:

1) We don’t have the hard cash to speed up depreciation schedules
2)  If we do this for electronic products, then we will have to do it for all products.
3) This will not spur enough consumer spending to make it worthwhile.
SECTION AFFECTED: As per Legislative Council

LANGUAGE ATTACHED: yes – basic. 
Suggested language:  
Section 1:  Intent: should contain these comments
· Consumer spending helps California’s budget;
· California has a large body of law designed to protect consumers and their rights; 

· Consumer products often have shorter life expectancies than stated in the State’s tax codes (relative to depreciation schedules).
Section 2:  Therefore …. Tax code changes should be made to match product depreciation rates. The schedule and the warranty should have matching life schedules. 
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