SUMMARY OF PROPOSAL #43A
for consideration by the
ARKANSAS TAX REFORM AND RELIEF LEGISLATIVE TASK FORCE

TOPIC: Food Tax Credit

Summary of Proposal for Consideration

To create a refundable income tax credit to offset the amount of taxes low-to-moderate-
income earners will pay for purchases of food and food ingredients, effective for tax years
beginning on or after January 1, 2019.

Fiscal Analysis

Based on information from DFA”, the following are the average amounts spent on
groceries for an individual and a family of four at certain income levels and the corresponding
average amount each would pay in sales tax for those groceries:

Individual Family of Four
Income | <$20,000 | <$30,000 | <$40,000 | Income | <$20,000 | <$30,000 | <$40,000
Food $1,785.50 | $1,829.40 | $1,871.80 | Food $4,566 $4.,440 $4,327
Tax $107.13 $109.76 $112.31 | Tax $273.96 $266.40 $259.62

*See attached spreadsheets provided by DFA for full details concerning the average amount of money spent per year
for an individual and for a family of four.

Legal Analysis

Background
Arkansas does not currently have an income tax credit related to the amount of taxes a
person or family pays in taxes on food items.

Potential Legal Issues
None.

Other States
e Jowa: No credit
Louisiana: No credit
Mississippi: No credit
Missouri: No credit
Oklahoma: Refundable credit of $40 per personal exemption for:
® [ndividuals with an income of $20,000 or less; or
= A person with an income of $50,000 or less who is elderly or disabled or
who has dependents
e Tennessee: No credit
e Texas: No credit
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