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Description _
increasing and expanding the retirement income subtraction

Assumptions Used in Arriving at Fiscal Estimate

This bill increases and expands the individual state income tax subtraction for payments or distributions
received from qualified retirement plans under the Internal Revenue Code or from certain individual retirement
accounts. Beginning in tax year 2024, up to $75,000 of payments or distributions received from qualified
retirement plans or certain individual retirement accounts may be subtracted annually from an individual's
taxable income, if the individual is at least 65 years of age. If the individual and individual's spouse are both at
least 65 years of age, the sum of the amount that the couple may subtract annually from their combined
taxable income may not exceed $150,000.

The retirement income subtraction will reduce revenue by approximately $658 million in fiscal year 2024-25
and $480 million annually beginning in fiscal year 2025-26. This estimate assumes affected individuals will
adjust their withholding and estimated payments in response to the bill, accounting for a one-time revenue loss
of $191 million that is included in the $658 million figure for fiscal year 2024-25. To the extent that individuals
do not adjust their payments or are slow to make adjustments, the $191 million one-time effect would be
smaller or would be spread across multiple years.

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 $97.0
million for fiscal year 2024 and $326.6 million for fiscal year 2025. The figures in this fiscal estimate exceed
those margins.

Long-Range Fiscal Implications
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