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BILL SUMMARY

• Permanently reduces personal income tax rates by 5%, beginning in
1999.

• Increases the rollback for owner-occupied residences from 2-1/2% to
7-1/2%, beginning in 1999.

CONTENT AND OPERATION

Income tax rate reduction

(sec. 5747.02; Section 3)

The bill permanently reduces the personal income tax rates by 5%.  The
permanent 5% tax rate reduction would be supplemented by any tax rate reduction
called for under existing law to return budget surpluses to taxpayers.  Currently,
tax rates are reduced each year if surpluses in the General Revenue Fund (minus
certain holdovers) exceed 0.35% of projected income tax revenue.1

Current income tax rates and the bill's proposed income tax rates are
compared in the following table.  Except for the first income bracket ($0 to 5,000),
the percentages shown in the table apply only to amounts of income within the
corresponding bracket, not to income in lower brackets.

                                             
1 For 1999, the bill's proposed tax rate reduction would not be in addition to the
reduction from surplus revenue; instead, taxes would be reduced by 5% or the reduction
called for by surplus revenue, whichever percentage is greater.  In 2000 and thereafter,
the reduction from surplus revenue would be in addition to the 5% permanent reduction.
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Adjusted gross income,
minus exemptions

Current rates Proposed rates

$0 to 5,000 0.743% 0.706%

$5,001 to 10,000 $37.15 + 1.486% $35.30 + 1.412%

$10,001 to 15,000 $111.45 + 2.972% $105.90 + 2.823%

$15,001 to 20,000 $260.05 + 3.715% $247.05 + 3.529%

$20,001 to 40,000 $445.80 + 4.457% $423.50 + 4.234%

$40,001 to 80,000 $1,337.20 + 5.201% $1,270.30 + 4.941%

$80,001 to 100,000 $3,417.60 + 5.943% $3,246.70 + 5.646%

$100,001 to 200,000 $4,606.20 + 6.900% $4,375.90 + 6.555%

$200,001 or more $11,506.20 + 7.500% $10,930.90 + 7.125%

Increase residential property tax rollback

(sec. 323.152; Section 4)

The bill reduces residential property taxes by increasing the residential
property tax rollback from 2-1/2% to 7-1/2%.  The rollback applies to
"homesteads"--that is, residences occupied by the owner, and so much of the land
surrounding the residence as is necessary for the property to be used as a residence
(up to one acre).

The residential property tax rollback is funded by the state:  school districts
and other local taxing districts are reimbursed in full from the GRF for the
reduction in property tax receipts caused by the rollback.
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