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Fiscal Estimate Narratives
DOR 2/6/2024

LRB Number  23-5674/1 Introduction Number ~ AB-1020 Estimate Type  Original

Description '
expansion of the second individual income tax bracket

Assumptions Used in Arriving at Fiscal Estimate

Under current state law, there are four individual income tax rates and brackets. The brackets are indexed for
inflation. {n 2024, the tax rates and brackets under.current law for single individuals, certaln fiduciaries, and
heads of households is as follows:

1. For taxable income not exceeding $14,320, 3.50 percent.

2. For taxable income exceeding $14,320, but not $28,640, 4.40 percent
3. For taxable income exceeding $28,640, but not $315,310, 5.30 percent.
4. For taxable income exceeding $315,310, 7.65 percent..

The tax rates in each bracket for married persons filing jointly and married persons filing separately are the
same, but the dollar amounts are approximately one third higher for joint filers and one third lower for separate
filers. ‘ ‘

This bill extends the second income tax bracket and narrows the third income tax bracket by replacing the
$28,640 boundary value with $112,500. It also replaces the comparable boundary values for married persons
filing jointly and married persons filing separately. For single individuals, this effectively reduces the tax rate
applied to taxable income in the range of $28,640 to $112,500 from 5.30 percent to 4.40 percent. ‘

Effective July 1, 2024, the bill also requires the department of revenue to update the individual income tax
withholding tables to reflect the tax rates, brackets, and sliding scale standard deduction that are in effect for
taxable year 2024.

~ Based on a simulation using 2019 income tax data, adjusted to reflect 2024 income levels and law, the bracket
adjustment will reduce revenue by approximately $795 million in fiscal year 2025 and $774 million annuaily
thereafter. The wnthholdmg table adjustment will reduce revenue by approx1mately $466 million in fiscal year
2025.

According to Department of Administration net tax reduction calculations related to the American Rescue Plan

Act (ARPA), the remaining margin for tax reductions before triggering potential SLFRF recoupment at $37.0
million for fiscal year 2024 and $326.6 million for fiscal year 2025. This bill exceeds these margins.

Long-Range Fiscal Implications
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