Fiscal Note

BILL # SB 1060 TITLE: technical-correction-countiespowers
NOW: military retirees; exemption amount
SPONSOR: Griffin STATUS. Senate Engrossed

PREPARED BY: Jon sall

Description

SB 1062 would increase a cap currently placed on the amount of military retirement pay that can be subtracted in
calculating gross income for tax purposes. The bill would effectively lower military retirees’ income for purposes of
calculating their income tax liability.

Estimated | mpact

Through reductions in individual income tax beginning in FY 2016, the bill is estimated to decrease annual General Fund
revenue by $(888,200).

The Arizona Department of Revenue (DOR) has not yet provided an estimate of the bill’ s impact.
Analysis

After 20 years of service, retired members of the Army, Navy, Marine Corps, and Air Force are eligible to receive pension
payments from the federal government. This bill would increase, from $2,500 to $3,000, the cap placed on the amount of
pension payments subtracted in calculating Arizona adjusted gross income for Arizona s approximately 55,100 retired
military personnel.

Using the most recent data from the U.S. Department of Defense, it is estimated that approximately $25.9 millionin
retirement and retainer pay received by Arizona military retireesin FY 2013 was subject to state income tax between the
current and proposed individual caps. After updating that estimate for military retiree growth, that amount is expected to
grow to an estimated $26.3 million inincomein FY 2016. Using an average margina individual income tax rate of 3.38%,
the bill is estimated to decrease General Fund revenues by $(888,200) in FY 2016. However, the loss would be different if
the average marginal tax rate for military retirees differs from that of the average taxpayer.

Local Government I mpact
Each year, incorporated cities and towns receive 15% of income tax collections from 2 years prior. Thisbill would

decrease local government distributions by $(133,200) beginning in FY 2018.
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