Adjustment: Missing Filers

The base year of the individual income tax forecast is CY 2023 and is based on CY 2023 tax return data that is submitted
through October of this year. The LFD and OBPP receive another file, typically in January, that includes tax returns
submitted in November and December. As a result, there is a portion of total statewide tax liability that is not included
in the current base file and must be estimated. In a typical year, anywhere between 2% to 7% of the total tax liability
is missing. Currently the LFD is assuming that 5% is missing. If the LFD assumed that 3.55% of total tax liability is missing,
then the three-year LFD forecast would be reduced by $108 million. The table below shows the impact by fiscal year.

LFD Baseline Alternative Forecast
FY Forecast (Assume 3.55% Missing) | Difference
2025 $2,201 $2,167 (S35)
2026 $2,320 $2,284 (536)
2027 $2,377 $2,341 (S37)
3-Year Total $6,899 $6,792 (5108)

Changes to Draft HJ 2

This adjustment would change the totals on page 2, lines 15 and 16 and the Total General Fund numbers at the top of
page 7 to $3,266.437 for FY25, $3,531.512 for FY26, and $3,567.268 for FY27.

It will also change the following:

¢ the Individual Income Tax estimates on the first line of the table on page 3 to $2,166.409 for FY25,

$2,284.365 for FY26, and $2,340.312 for FY27

e the Largest Seven Sources Subtotal on the bottom of page 3 to $2,898.948 for FY25, $3,036.800 for FY26, and

$3,113.850 for FY27

e add an assumption on page 8 (before corporate income tax) that says Adjustment for 3.55% Missing Filers
and -$35 million in FY25, -$36 million in FY26, and -$37 million in FY27.



