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Description

- Assumptions Used in Arriving at Fiscal Estimate

Beginning in tax year 2024, this bill increases and expands the individual state income tax subtraction for
payments or distributions received from qualified retirement plans under the Internal Revenue Code or from
certain individual retirement accounts.

If an individual is at least 67 years of age and files a single or head of household return, they may subtract up
to $100,000 of payments or distributions received from qualified retirement plans or certain individual
retirement accounts annually from their taxable income.

If the individual and individual's spouse are both at least 67 years of age and file married separate returns, the
sum of the amount that the couple may subtract annually from their combined taxable income may not exceed
$150,000.

If the individual and individual's spouse are both at least 67 years of age and file a married joint return, each
spouse may subtract up to $150,000 annually from their combined taxable income.

As written, the bill does not provide an exemption for married couples in which only one spouse is at least 67
years of age.

In order to claim the subtraction under this bill, the claimant must not claim any individual income tax credits.

Based on simulations using the 2019 individual income tax model, the bill would reduce revenue by
approximately $54 million in fiscal year 2024 and $362 million annually beginning in fiscal year 2025. To the
extent that individuals do not adjust their estimated payments in response to the bill, the fiscal year 2024
impact may be reduced or delayed.

If the bill is modified to allow married joint filers to claim a subtraction for up to $100,000 of retirement income if
only one spouse has reached the age of 67, the revised bill would reduce revenue by approximately, $63
million in fiscal year 2024 and $420 million annually beginning in fiscal year 2025.

Because this bill reduces tax revenue, it may impact the state's maintenance of effort requirement under the

American Rescue Plan Act. The Dept of Administration should review this bill for this specific purpose to
provide further clarity on the matter.

Long-Range Fiscal Implications
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