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Present law provides a five-rate structure for the corporate income tax: 4% on the first $25,000 of taxable income, 4%
between $25,000 and $50,000, 6% on $50,000 to $100,000, 7% on $100,000 to $200,000, and 8% on income in excess of
$200,000.

Proposed law provides a three-rate structure of 3% on the first $25,000 of taxable income, 5% between $25,000 and
$150,000, and 7% on income in excess of $150,000.

Applicable to all tax years beginning on and after January 1, 2018. Contingent upon adoption of a constitutional amendment
contained in an unspecified House Bill of this sesion.

The Dept of Revenue will incur costs associated with designing, modifying, and testing the tax processing system. These
costs are typically estimated in the tens of thousands of dollars of staff time. An assessment of the cumulative need resulting
from all legislation is made at the end of session which informs the budget request of the Dept.

This fiscal note estimate assumes that the appropriate constitutional and statutory adoptions are made that eliminate the
deductibility of federal income taxes paid on corporate income tax returns.

Based on that tax base scenario, the Dept of Revenue recalculated 2014 tax year returns with the proposed tax rates applied
and compared the result to that tax year’s actual income tax liability (based on federal tax deductibility and current law tax
rate and bracket structure). The result was an increase of aggregate tax liabilities of $66.3 million. Much of this increased
liability would be realized in FY19, although some portion cold be received in FY18 from declaration payments in the first half
of the 2018 tax year, and from taxpayers carrying forward 2017 overpayments to apply to their 2018 tax liabilities when
returns began being filed in the spring of 2019 (in FY19 rather than FY18). 

Corporate income tax is particularly volatile, and estimates based on any one tax year may not be indicative of likely
collections in any subsequent year.
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