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Fiscal Note

Current law allows a deduction from gross income for 100% of excess federal itemized deductions. This state deduction is the
difference between a taxpayers total federal itemized deductions and the federal standard deduction.

Proposed law reduces the deduction for excess federal itemized deductions to 50% of its value. 

The bill amends statutory language “For all tax years beginning on and after January 1, 2015”, but Section 2 of the bill states
that it becomes effective for all taxable periods beginning on and after January 1, 2016.

The Department of Revenue will incur some costs associated with preparing tax forms (hardcopy and online) for this change,
as well as changes in tax instructions. These costs might be several thousand dollars of staff time for modifications and
testing.

Based on a micro-simulation model of the state personal income tax, processing 2012 tax return data, allowing only a 50%
deduction for excess federal itemized deductions would increase aggregate income tax liabilities by some $161.5 million.

The bill appears to contain ambiguous effectiveness language. If the bill first applies to tax year 2015, this change in
liabilities would first be realized on returns filed in the spring of 2016. If the bill first applies to tax year 2016, this change in
liabilities would first be realized on returns filed in the spring of 2017.

If changes are made to withholding tables by the Department of Revenue or to withholding behavior by taxpayers, the timing
of a portion of these receipts could shift across subsequent fiscal years.

REVENUE EXPLANATION

EXPENDITURE EXPLANATION

Reduces the amount of the individual income tax deduction for excess itemized personal deductions
TAX/INCOME TAX

EXPENDITURES
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Dual Referral RulesSenate House

13.5.1 >= $100,000 Annual Fiscal Cost {S&H}

6.8(F)(1) >= $100,000 SGF Fiscal Cost {H & S}

13.5.2 >= $500,000 Annual Tax or Fee
                Change {S&H}

6.8(G) >= $500,000 Tax or Fee Increase
                or a Net Fee Decrease {S}

x
6.8(F)(2) >= $500,000 Rev. Red. to State {H & S}


