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MEMORANDUM

TO: The Honorable Vincent C. Gray

Chairman, Council of the District of Columbia

FROM: Natwar M. Gandhi A
Chief Financial Offic€e

DATE: October 7,2010

SUBJECT: Fiscal Impact Statement - “Computation of Gross Income Clarification
Act of 2010”

REFERENCE: Bill Number 18-726, As Introduced

Conclusion

Funds are sufficient in the FY 2011 through FY 2014 budget and financial plan to implement the
provisions of the proposed legislation.

Background

The proposed legislation would make two technical amendments to current law?! regarding items
excluded from the computation of District gross income.? In doing so, it would codify the current
practices of the Office of Tax and Revenue (OTR).

First, the proposed legislation would clarify that for any person entitled to the distributive share of
a trade or business net income that is from an unincorporated business, an amount equal to the pro
rata distributive share would be excluded from the computation of his or her District individual
gross income, to the extent that the portion excluded were directly or indirectly reported by and
taxed against any person. Second, it would clarify that for any person entitled to a share in the
income of any corporation that is a small business corporation3, or an S corporation4, an amount

1 Paragraph (a)(2) of Section 47-1803.02 of the District of Columbia Official Code.

Z Under § 47-1803.02, gross income is defined having the same meaning as “gross income” as defined in § 61
of the Internal Revenue Code of 1986. The rest of the section lists other items that are to be included or
excluded from the computation.

3 As defined in § 1361 of the Internal Revenue Code of 1986, making an election under § 1362(a) of the
Internal Revenue Code of 1986.
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equal to the pro rata share of the income would be excluded from the computation of his or her
District individual gross income, to the extent that the portion of the income excluded were directly
or indirectly reported by and taxed against any person. Both of these changes would be retroactive
and would apply as of January 1, 2010.

Financial Plan Impact

Funds are sufficient in the FY 2011 through FY 2014 budget and financial plan to implement the
provisions of the proposed legislation. Clarifying two provisions in current law regarding
exclusions from the computation of gross income would codify current OTR practices. As such,
there would be no fiscal impact.

4 As defined in § 1361(a) and (b) of the Internal Revenue Code of 1986, making an election under § 1362(a) of
the Internal Revenue Code of 1986.
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