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SPONSOR: Representative Heaton

BILL SHORT TITLE: Extending and Indexing Personal Income Tax Brackets

CONFLICTS, DUPLICATES, COMPANIONS: TRD is cataloging the various PIT rate and bracket change proposals.

DESCRIPTION: This bill extends each bracket level in the personal income tax tables. The intent is to correct for inflation-driven windfall revenue collections. The highest brackets have been extended by about 40%. Proportionate increases in lower brackets are also proposed. Beginning in 2002, bracket levels will be indexed based on the consumer price index (urban consumers).

EFFECTIVE DATE:  Applicable for tax years beginning on or after January 1, 2001.

FISCAL IMPACT (Thousands of dollars):  

Note: Parenthesis ( ) indicate a revenue loss:

	
	
	Recurring or
	

	Estimated Impact on Revenues
	Nonrecurring
	Funds 

	 FY 2002 
	FY 2003
	FY 2004   
	     Impact     t     
	             Affected          .             

	(38,000)
	(51,000)
	(64,000)
	Recurring
	General Fund

	
	2,700
	3,600
	Recurring
	State Deduction Recovery

	(38,000)
	(48,300)
	(60,400)
	Recurring
	Net General Fund

	
	6,800
	9,100
	Recurring
	Federal Deduction Recovery

	
	(41,500)
	(51,300)
	Recurring
	Net Taxpayer Benefit


See details and a five-year impact below. Beginning in 2002, CPI inflation of 3% per year has been assumed.

ADMINISTRATIVE IMPACT: minimal impact. Forms and instructions are updated every year on a fully funded and regular basis.

TECHNICAL ISSUES: several typographical errors crept into the rate tables. For example, for the married separate table “over $4,500 but not over $9,000 … $76.50 plus” instead of “77. There are five instances of this typographical error in this section. Also, brackets are conventionally rounded to $500 or $1,000 increments. Section Z of the bill rounds to the nearest $100. In the single table, $17,550 should be rounded up to $17,600 or to $18,000. A corresponding change to $576 for the “tax is” amount should accompany this bracket change.

OTHER IMPACTS AND ISSUES:

1. 
2. Initially, this proposal slightly improves the marriage tax penalty, while not significantly increasing the marriage subsidy. However, by the third year, marriage penalty increases significantly as indexing adjusts the relative brackets between marrieds and singles.

	CY 2001
	
	Current
	Proposed
	
	
	
	State
	Federal

	PIT Liability
	2000
	2000
	Decrease
	Decrease
	Decrease
	Deduction Recovery

	
	
	(Million $)
	(Million $)
	(Million $)
	%
	Per Retn.
	(Million $)

	
	
	
	
	
	
	
	
	

	Single
	
	230.2
	221.7
	-8.6
	-3.7%
	-$37.46
	-0.56
	-1.28

	Married Joint
	724.6
	696.9
	-27.7
	-3.8%
	-$107.54
	-1.99
	-5.23

	Married Separate
	10.3
	10.0
	-0.3
	-3.3%
	-$50.56
	-0.02
	-0.06

	Head of Household
	48.6
	46.2
	-2.3
	-4.8%
	-$32.78
	-0.1
	-0.25

	  Total
	
	1,013.7
	974.7
	-39.0
	-3.8%
	-$69.01
	-2.67
	-6.82

	
	
	
	
	
	
	
	
	

	
	
	Current
	Proposed
	
	
	
	State
	Federal

	
	
	2000
	2000
	Decrease
	Decrease
	Decrease
	Deduction
	Deduction

	 Base Taxable
	(Millions)
	(Millions)
	(Millions $)
	%
	Per Retn.
	Recovery
	Recovery

	
	
	
	
	
	
	
	
	

	     0 - 15,000
	38.2
	36.4
	-1.8
	-4.6%
	-$7.36
	-0.06
	-0.09

	15,000 - 25,000
	72.0
	67.3
	-4.6
	-6.4%
	-$48.55
	-0.18
	-0.29

	25,000 - 40,000
	143.4
	135.4
	-8.0
	-5.6%
	-$85.69
	-0.46
	-0.79

	40,000 - 75,000
	280.8
	267.6
	-13.2
	-4.7%
	-$145.20
	-1.00
	-2.46

	over 75,000
	479.3
	468.0
	-11.4
	-2.4%
	-$248.60
	-0.96
	-3.18

	
	
	1013.7
	974.7
	-38.9
	-0.03841
	-$68.99
	-2.66
	-6.81


Note: the table here does not quite cross-foot to the fiscal year revenue estimate. Approximately 97% of revenue is received in the fiscal year containing the tax year. But late filers with extensions of time to file and delinquent filers contribute a small amount in the fiscal year following the April filing deadline after the tax year.

	Detail
	
	
	
	
	
	
	
	

	
	
	Current
	Proposed
	Decrease
	
	
	State
	Federal

	2001 Single Liability
	Liability
	Liability
	$
	Decrease
	Decrease
	Deduction
	Deduction

	  Base Taxable
	(Millions)
	(Millions)
	(Millions)
	%
	Per Retn.
	Recovery
	Recovery

	
	
	
	
	
	
	
	
	

	     0 - 15,000
	21.6
	20.6
	-1.0
	-4.5%
	-$7.24
	-0.04
	-0.06

	15,000 - 25,000
	35.9
	33.9
	-2.0
	-5.6%
	-$47.66
	-0.09
	-0.16

	25,000 - 40,000
	50.6
	48.2
	-2.4
	-4.7%
	-$80.04
	-0.14
	-0.35

	40,000 - 75,000
	53.9
	51.9
	-2.0
	-3.7%
	-$120.44
	-0.17
	-0.35

	over 75,000
	68.2
	67.0
	-1.2
	-1.8%
	-$191.25
	-0.11
	-0.35

	
	
	230.2
	221.7
	-8.6
	-3.7%
	-$37.50
	-0.55
	-1.27

	
	
	
	
	
	
	
	
	

	
	
	Current
	Proposed
	Decrease
	
	
	State
	Federal

	2001 MFJ Liability
	Liability
	Liability
	$
	Decrease
	Decrease
	Deduction
	Deduction

	  Base Taxable
	(Millions)
	(Millions)
	(Millions)
	%
	Per Retn.
	Recovery
	Recovery

	
	
	
	
	
	
	
	
	

	     0 - 15,000
	9.5
	9.0
	-0.4
	-4.6%
	-$8.09
	0.00
	-0.01

	15,000 - 25,000
	26.1
	24.2
	-1.9
	-7.3%
	-$47.75
	-0.06
	-0.11

	25,000 - 40,000
	79.3
	74.4
	-4.8
	-6.1%
	-$88.14
	-0.30
	-0.36

	40,000 - 75,000
	214.7
	204.0
	-10.7
	-5.0%
	-$151.73
	-0.79
	-2.01

	over 75,000
	395.0
	385.2
	-9.8
	-2.5%
	-$259.23
	-0.83
	-2.74

	
	
	724.6
	696.9
	-27.7
	-3.8%
	-$107.50
	-1.98
	-5.23

	
	
	
	
	
	
	
	
	

	
	
	Current
	Proposed
	Decrease
	
	
	State
	Federal

	2001 MFS Liability
	Liability
	Liability
	$
	Decrease
	Decrease
	Deduction
	Deduction

	  Base Taxable
	(Millions)
	(Millions)
	(Millions)
	%
	Per Retn.
	Recovery
	Recovery

	
	
	
	
	
	
	
	
	

	     0 - 15,000
	0.8
	0.7
	-0.06
	-7.5%
	-$17.83
	0.00
	0.00

	15,000 - 25,000
	1.4
	1.4
	-0.08
	-5.6%
	-$54.02
	0.00
	-0.01

	25,000 - 40,000
	1.7
	1.6
	-0.07
	-4.2%
	-$77.09
	-0.01
	-0.01

	40,000 - 75,000
	2.0
	2.0
	-0.07
	-3.5%
	-$113.82
	0.00
	-0.01

	over 75,000
	4.4
	4.4
	-0.06
	-1.4%
	-$169.01
	-0.01
	-0.02

	
	
	10.3
	10.0
	-0.34
	-3.3%
	-$49.99
	-0.02
	-0.05

	
	
	
	
	
	
	
	
	

	
	
	Current
	Proposed 
	 Decrease
	
	
	State
	Federal

	2001 H/H Liability
	Liability
	Liability
	$
	 Decrease
	 Decrease
	Deduction
	Deduction

	  Base Taxable
	(Millions)
	(Millions)
	(Millions)
	%
	Per Retn.
	Recovery
	Recovery

	
	
	
	
	
	
	
	
	

	     0 - 15,000
	6.34
	6.1
	-0.3
	-4.9%
	$-6.55
	0.00
	-0.01

	15,000 - 25,000
	8.5
	7.8
	-0.6
	-7.4%
	-$53.79
	-0.01
	-0.03

	25,000 - 40,000
	11.9
	11.2
	-0.7
	-5.8%
	-$89.89
	-0.03
	-0.07

	40,000 - 75,000
	10.2
	9.8
	-0.5
	-4.4%
	-$135.75
	-0.03
	-0.08

	over 75,000
	11.7
	11.4
	-0.2
	-2.1%
	-$230.77
	-0.02
	-0.07

	
	
	48.6
	46.2
	-2.3
	-4.8
	-$32.6393
	-0.09
	-0.26
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