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Revises the state individual income tax brackets and repeals  the deduction for excess federal itemized deductions

Current law imposes the individual income tax on joint returns as follows: 2% of the first $20,000, 4% of income from $20,000 to
$100,000, and 6% of income over $100,000. For single returns the bracket thresholds are one-half these values. A deduction
for excess federal itemized deductions is allowed.

Proposed law would impose the individual income tax on joint returns as follows: 2% of the first $25,000, 4% of income from
$25,000 to $50,000, and 6% of income over $50,000. For single returns the bracket thresholds are one-half these values. The
deduction for excess federal itemized deductions is repealed.
Effective for all tax periods beginning after December 31, 2002, if the Constitution is amended as proposed in HB 31 of this
session. That bill allows the changes proposed by this bill and limits and then prohibits state taxation of food and residential
utilities.

The Department of Revenue estimates that it would incur approximately $77,000 of costs associated with system reprogramming,
testing, and form adjustment to incorporate the changes proposed by this bill into its processes.

This fiscal note takes the perspective that the current taxation of 50% of excess federal itemized deductions will be continued
into the future indefinitely. From that perspective, this bill only taxes the remaining 50% balance of that deduction and results in
the increase of state income tax revenue as shown in the table above. Some revenue is raised in FY03 because it is expected
that withholdings in the first half of the year will be adjusted by taxpayers as employers receive new withholding tables from the
Department of Revenue.

This bill is effective only if the Constitution is amended as proposed in HB 31. That bill (HB 31) allows the income tax changes
proposed by this bill (HB 36), and limits and then prohibits state sales taxation of food and residential utilities (in the absence of
HB 31 those taxes are assumed to remain in effect into the future indefinitely). That bill (HB 31) results in a net decrease in state
sales tax collections of $64 million in FY03. The net impact of the two bills together is a $14 million revenue reduction in FY03.

However, should the current taxation of excess federal itemized deductions not be renewed, this bill would increase income tax
collections by an additional $90 million above what is shown in the table above.  The renewal of that taxation has not been built
into the official revenue forecasts of the state.
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