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Establishes the Next Generation Tax Credit for taxpayers claiming a dependent five years of age or younger

Proposed law authorizes a refundable credit against individual income tax in the amount of $250 per dependent that is five
years of age or younger, for taxpayers with an adjusted gross income of less than $40,000. The threshold of $40,000 applies
regardless of the taxpayer’s filing status.

Effective upon governor’s signature, and applicable to taxable periods beginning on or after January 1, 2023.

EXPENDITURES 2023-24 2024-25 2025-26 2026-27 2027-28 5 -YEAR TOTAL
State Gen. Fd. $0 $0 $0 $0 $0 $0
Agy. Self-Gen. INCREASE $0 $0 $0 $0 $0
Ded./Other $0 $0 $0 $0 $0 $0
Federal Funds $0 $0 $0 $0 $0 $0
Local Funds $0 $0 $0 $0 $0 $0
Annual Total $0 $0 $0 $0 $0
REVENUES 2023-24 2024-25 2025-26 2026-27 2027-28 5 -YEAR TOTAL
State Gen. Fd. ($40,600,000) ($40,600,000) ($40,600,000) ($40,600,000) ($40,600,000) ($203,000,000)
Agy. Self-Gen. $0 $0 $0 $0 $0 $0
Ded./Other $0 $0 $0 $0 $0 $0
Federal Funds $0 $0 $0 $0 $0 $0
Local Funds $0 $0 $0 $0 $0 $0
Annual Total ($40,600,000) ($40,600,000) ($40,600,000) ($40,600,000) ($40,600,000) ($203,000,000)

EXPENDITURE EXPLANATION

LDR reports that minor additional expenditures are anticipated for computer system development and modification, tax form
redesign, and testing, estimated at approximately $25,000 of self-generated revenue. Any additional use of LDR self-
generated revenue may translate to a reduction in state general fund.

REVENUE EXPLANATION

To estimate the likely impact of proposed law, LDR calculated the number of children that were five years of age or younger
that were claimed as dependents for taxable year 2021. LDR notes that only the electronic form includes dependents’ date of
birth, and that an estimate for non-electronic filing taxpayers was made using participation in the School Readiness Child
Care credit. The results indicate that approximately 162,500 dependents would be eligible in a typical year, amounting to a
revenue reduction of $40.6 million.
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