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SPONSOR: Senator Carraro

BILL SHORT TITLE: Personal Income Tax Rate Reduction, Zero Bracket and Restructuring.

CONFLICTS, DUPLICATES, COMPANIONS: There have been or will be numerous PIT rate and bracket bills. TRD is cataloging these.

DESCRIPTION: This personal income tax rate and bracket restructuring proposal is similar to the Governor’s proposal with a few minor differences. Like the Governor’s bill, this one contains the innovative “zero bracket” – which gives all taxpayers within a given filing status the same dollar amount of tax benefit. This bill has a slightly higher zero bracket amount ($6,000 compared to $5,000 for MFJ returns, which is the equivalent of $120 of credit versus $100 in the Governor’s bill), and decreases the top marginal bracket slightly less (7.9% here, versus 7.7%) in the Governor’s bill. This bill is very slightly more generous to taxpayers at the lower end of taxability and very slightly less generous to taxpayers at the top end of the rate tables. Both bills cost the general fund about the same money. The rate and bracket detail is included in “Other Issues” below.

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          .             

	(73,200)
	(79,100)
	(82,800)
	Recurring
	General Fund

	
	5,900
	6,400
	Recurring
	State Deduction Recovery

	(73,200)
	(73,200)
	(76,400)
	Recurring
	Net General Fund

	
	12,800
	13,800
	Recurring
	Federal Deduction Recovery

	73,200
	60,400
	62,600
	Recurring
	Net Taxpayer Benefit


ADMINISTRATIVE IMPACT: minimal impact. Forms, instructions and processing programs are developed each year. These tasks are anticipated and funded in the regular appropriation to the Department.

OTHER IMPACTS AND ISSUES:

1. Five-year Impact

	FY 2001
	FY 2002
	FY 2003
	FY 2004
	FY 2005

	(73,200)
	(79,100)
	(82,800)
	(86,500)
	(91,100)


Marriage tax penalty example changes from $609 (17.6%) to $532 (16.0%). This indicates that this bill does not aggravate the structural marriage tax penalty, but decreases the structural penalty on the order of 10% or about $2 million. The mechanism of this improvement is the 2 to 1 ratio of the zero bracket amounts for singles and marrieds ($3,000 and $6,000).

	CY 2001
	Current
	Proposed
	Decline
	%
	Current
	Proposed
	
	
	

	PIT Liability
	Taxable
	Taxable
	Taxable
	Decline
	Liability
	Liability
	Decrease
	Decrease
	Decrease

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

	
	
	
	
	
	
	
	
	
	

	Single
	229,037
	198,372
	-30,665
	-13.4%
	230.2
	213.1
	-17.2
	-7.5%
	-$75

	Married Joint
	257,575
	240,406
	-17,169
	-6.7%
	724.6
	673.5
	-51.0
	-7.0%
	-$198

	Married Separate
	6,725
	6,266
	-459
	-6.8%
	10.3
	9.6
	-0.7
	-6.8%
	-$104

	Head of Household
	71,079
	53,616
	-17,463
	-24.6%
	48.6
	42.4
	-6.2
	-12.7%
	-$87

	  Total
	564,416
	498,660
	-65,756
	-11.7%
	1,013.7
	938.6
	-75.1
	-7.4%
	-$133

	
	
	
	
	
	
	
	
	
	

	
	Current
	Proposed
	Decline
	%
	Current
	Proposed
	
	
	

	
	Number 
	Taxable
	Taxable
	Decline
	Liability
	Liability
	Decrease
	Decrease
	Decrease

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

	
	
	
	
	
	
	
	
	
	

	     0 - 15,000
	238,985
	173,229
	-65,756
	-27.5%
	38.2
	24.6
	-13.6
	-35.7%
	-$57

	15,000 - 25,000
	95,577
	95,577
	0
	0.0%
	72.0
	63.0
	-8.9
	-12.4%
	-$93

	25,000 - 40,000
	93,358
	93,358
	0
	0.0%
	143.4
	133.3
	-10.1
	-7.1%
	-$109

	40,000 - 75,000
	90,840
	90,840
	0
	0.0%
	280.8
	265.4
	-15.3
	-5.5%
	-$169

	Over 75,000
	45,656
	45,656
	0
	0.0%
	479.4
	452.3
	-27.0
	-5.6%
	-$592

	
	564,416
	498,660
	-65,756
	-11.7%
	1,013.7
	938.6
	-75.1
	-7.4%
	-$133


	Detail
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	Current
	Proposed
	Decrease
	%
	Current
	Proposed 
	Decrease
	
	

	2001 Single
	Single
	Single
	Number
	Decline
	Liability
	Liability
	$
	Decrease
	Decrease

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

	
	
	
	
	
	
	
	
	
	

	     0 - 15,000
	133,890
	103,225
	-30,665
	-22.9%
	21.6
	15.8
	-5.7
	-26.5%
	-$43

	15,000 - 25,000
	42,385
	42,385
	0
	0.0%
	35.9
	33.2
	-2.7
	-7.6%
	-$65

	25,000 - 40,000
	29,860
	29,860
	0
	0.0%
	50.6
	48.5
	-2.2
	-4.3%
	-$73

	40,000 - 75,000
	16,523
	16,523
	0
	0.0%
	53.9
	50.7
	-3.2
	-5.9%
	-$192

	Over 75,000
	6,379
	6,379
	0
	0.0%
	68.2
	64.8
	-3.4
	-5.0%
	-$530

	
	229,037
	198,372
	-30,665
	-13.4%
	230.2
	213.1
	-17.2
	-7.5%
	-$75

	
	
	
	
	
	
	
	
	
	

	
	
	Proposed
	Decrease
	%
	Current
	Proposed 
	Decrease
	
	

	2001 - MFJ
	MFJ
	MFJ
	Number
	Decline
	Liability
	Liability
	$
	Decrease
	Decrease

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

	
	
	
	
	
	
	
	
	
	

	     0 - 15,000
	54,392
	37,224
	-17,168
	-31.6%
	9.5
	4.7
	-4.8
	-50.8%
	-$88

	15,000 - 25,000
	39,999
	39,999
	0
	0.0%
	26.1
	21.3
	-4.9
	-18.6%
	-$122

	25,000 - 40,000
	54,915
	54,915
	0
	0.0%
	79.3
	72.2
	-7.1
	-8.9%
	-$128

	40,000 - 75,000
	70,387
	70,387
	0
	0.0%
	214.7
	203.2
	-11.5
	-5.3%
	-$163

	Over 75,000
	37,882
	37,882
	0
	0.0%
	395.0
	372.2
	-22.8
	-5.8%
	-$602

	
	257,575
	240,407
	-17,168
	-6.7%
	724.6
	673.5
	-51.0
	-7.0%
	-$198

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	Proposed
	Decrease
	%
	Current
	Proposed 
	 Decrease
	
	

	2001 MFS
	MFS
	MFS
	Number
	Decline
	Liability
	Liability
	$
	 Decrease
	 Decrease

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

	
	
	
	
	
	
	
	
	
	

	     0 - 15,000
	3,366
	2,907
	-459
	-13.6%
	0.8
	0.6
	-0.2
	-21.3%
	-$51

	15,000 - 25,000
	1,481
	1,481
	0
	0.0%
	1.4
	1.3
	-0.1
	-6.3%
	-$61

	25,000 - 40,000
	908
	908
	0
	0.0%
	1.7
	1.6
	-0.1
	-5.5%
	-$99

	40,000 - 75,000
	615
	615
	0
	0.0%
	2.0
	1.9
	-0.1
	-6.9%
	-$228

	Over 75,000
	355
	355
	0
	0.0%
	4.4
	4.2
	-0.2
	-4.5%
	-$563

	
	6,725
	6,266
	-459
	-6.8%
	10.3
	9.6
	-0.7
	-6.8%
	-$105

	
	
	
	
	
	
	
	
	
	

	
	
	Proposed
	Decrease
	%
	Current
	Proposed 
	 Decrease
	
	

	2001 H/H
	H/H
	H/H
	Number
	Decline
	Liability
	Liability
	$
	 Decrease
	 Decrease

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

	
	
	
	
	
	
	
	
	
	

	     0 - 15,000
	47,337
	29,874
	-17,463
	-36.9%
	6.4
	3.4
	-2.9
	-46.2%
	-$62

	15,000 - 25,000
	11,712
	11,712
	0
	0.0%
	8.5
	7.3
	-1.2
	-14.3%
	-$103

	25,000 - 40,000
	7,676
	7,676
	0
	0.0%
	11.9
	11.0
	-0.8
	-7.0%
	-$108

	40,000 - 75,000
	3,315
	3,315
	0
	0.0%
	10.2
	9.7
	-0.5
	-5.4%
	-$166

	Over 75,000
	1,040
	1,040
	0
	0.0%
	11.7
	11.0
	-0.6
	-5.5%
	-$615

	
	71,080
	53,617
	-17,463
	-24.6%
	48.6
	42.4
	-6.2
	-12.7%
	-$87


	Current Law 2001 Single
	Proposed 2001 Single

	If taxable income is
	
	
	
	
	If Taxable Income is
	Then tax
	
	Of amount in

	over
	but not over
	
	
	
	
	over
	but not over
	is
	plus
	Excess of

	
	
	
	
	
	
	
	
	
	
	

	0
	5,500
	0.00
	1.7%
	0
	
	3,000
	5,500
	0.00
	2.0%
	3,000

	5,500
	11,000
	93.50
	3.2%
	5,500
	
	5,500
	11,000
	50.00
	3.0%
	5,500

	11,000
	16,000
	269.50
	4.7%
	11,000
	
	11,000
	16,000
	215.00
	4.5%
	11,000

	16,000
	26,000
	504.50
	6.0%
	16,000
	
	16,000
	26,000
	440.00
	6.0%
	16,000

	26,000
	42,000
	1,104.50
	7.1%
	26,000
	
	26,000
	65,000
	1,040.00
	7.0%
	26,000

	42,000
	65,000
	2,240.50
	7.9%
	42,000
	
	65,000
	and over
	3,770.00
	7.9%
	65,000

	65,000
	and over  
	4,057.50
	8.2%
	65,000
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Current Law 2001 Married Joint
	Proposed 2001 Married Joint

	If taxable income is
	
	
	
	
	If Taxable Income is
	Then tax
	
	Of amount in

	over
	but not over
	
	
	
	
	over
	but not over
	is
	plus
	Excess of

	
	
	
	
	
	
	
	
	
	
	

	0
	8,000
	0.00
	1.7%
	0
	
	0
	6,000
	0.00
	0.0%
	0

	8,000
	16,000
	136.00
	3.2%
	8,000
	
	6,000
	8,000
	0.00
	2.0%
	6,000

	16,000
	24,000
	392.00
	4.7%
	16,000
	
	8,000
	16,000
	40.00
	3.0%
	8,000

	24,000
	40,000
	768.00
	6.0%
	24,000
	
	16,000
	24,000
	280.00
	4.5%
	16,000

	40,000
	64,000
	1,728.00
	7.1%
	40,000
	
	24,000
	40,000
	640.00
	6.0%
	24,000

	64,000
	100,000
	3,432.00
	7.9%
	64,000
	
	40,000
	100,000
	1,600.00
	7.0%
	40,000

	100,000
	and over  
	6,276.00
	8.2%
	100,000
	
	100,000
	and over  
	5,800.00
	7.9%
	100,000

	
	

	Current Law 2001 Head of Household
	Proposed 2001 Head of Household

	If taxable income is
	Then tax
	
	Of amount in
	
	If Taxable Income is
	Then tax
	
	Of amount in

	over
	but not over
	is
	Plus
	Excess of
	
	over
	but not over
	is
	plus
	Excess of

	0
	8,000
	0.00
	1.7%
	0
	
	0
	5,000
	0.00
	0.0%
	0

	8,000
	16,000
	136.00
	3.2%
	8,000
	
	5,000
	7,000
	0.00
	2.0%
	5,000

	16,000
	24,000
	392.00
	4.7%
	16,000
	
	7,000
	14,000
	40.00
	3.0%
	7,000

	24,000
	40,000
	768.00
	6.0%
	24,000
	
	14,000
	20,000
	250.00
	4.5%
	14,000

	40,000
	64,000
	1,728.00
	7.1%
	40,000
	
	20,000
	33,000
	520.00
	6.0%
	20,000

	64,000
	100,000
	3,432.00
	7.9%
	64,000
	
	33,000
	83,000
	1,300.00
	7.0%
	33,000

	100,000
	and over  
	6,276.00
	8.2%
	100,000
	
	83,000
	and over  
	4,800.00
	7.9%
	83,000


