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NOTE: Asprovided in LFC poalicy, thisreport isintended for use by the standing finance committees of the

legidature. TheLegidative Finance Committee does not assume responsibility for the accuracy of theinformation in

thisreport when used in any other situation.

Only themost recent FIR version, excluding attachments, isavailable on the Intranet. Previoudly issued FIRs and
attachments may be obtained from the LFC officein Suite 101 of the State Capitol Building North.

FISCALIMPACTREPORT

[SPONSOR: |[Sandel |[DATE TYPED: 02/09/00 |HB  |i376

[SHORT TITLE: |[Net Capital Gain Income e |

ANALYST:|williams

REVENUE
Estimated Revenue Subsequent Recurring Fund
FY00 FYo1 Years Impact or Non-Rec Affected
$ (18,900.0)| $ (18,300.0)||Recurring | General Fund

(Parenthesis () Indicate Revenue Decreases)

Relates to SB 23 which proposes a 100 percent capital gains deduction phased in over a three-year

period and SB 153 would eliminate the personal income tax on capital gains.
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SOURCES OF INFORMATION

Taxation and Revenue Department (TRD)

SUMMARY

Synopsis of Bill

The bill would increase the net capitd gains deduction for state income tax purposes from $1,000 to $3,500.
The provisions would be gpplicable beginning tax year 2000.

FISCAL IMPLICATIONS

TRD egtimates potentia net revenue loss to the generd fund of $18,900.0 in FY 01 and $18,300.0 for afull
year. This estimate is based on expected redlizations of nearly $1.6 hillion for tax year 2000. In contradt, last
year's legidation was based on the assumption of a capita gains base of $1.2 hillion in tax year 1999,

TECHNICAL ISSUES

TRD notes this proposa would exacerbate the marriage tax pendlty.

OTHER SUBSTANTIVE ISSUES

The TRD edtimate incorporates an estimate for the amount of additiond state tax the year after adecreasein
dtate taxes paid. This causes alower state tax deduction of about 7.9% of taxable income, and a
corresponding increase in state and federa income tax. TRD notes the proposa would "write a check” from
the state generd fund to the federa treasury of about $6.4 million.
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DISTRIBUTIONAL ISSUES

TRD estimates 50 percent of the benefit of this proposd will go to taxpayers with taxable income of over
$80,000 (approximate household income of $100,000). An estimated 75 percent of the tota benefit would
go to taxpayers with taxable incomes over $45,000 (approximate household income of $60,000).
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