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SUBJECT/TITLE
An Act relating to revenue and taxation.

SPONSOR
Rep. Harry Moberly

NOTE SUMMARY

Fiscal Analysis:
       X        Impact
               No Impact
         Indeterminable Impact

Level(s) of Impact:
      X            State
                       Local
               Federal

Budget Unit(s) Impact


Fund(s) Impact:
       X       General
                Road
               Federal


                     Restricted Agency (Type)
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FISCAL SUMMARY

______________________________________________________________________________

Fiscal Estimates
2003-2004
2004-2005
2005-2006
Future Annual

Rate of Change

Revenues (+/-)
< $1 million
< $1 million
< $2.8 million
< $4 million

Expenditures (+/-)





Net Effect
< $1 million
< $1 million
< $2.8 million
< $4 million

_______________________________________________________________________________

MEASURE'S PURPOSE:  

The proposed legislation adopts the provisions of the Military Family Tax Relief Act of 2003, Pub. L. No. 108-121 in Kentucky, with the same effective dates as provided for under the federal law.

SCS provides for a tax credit against the individual and corporate income tax and the corporate license tax for biodiesel and blended biodiesel.  The credit is $1 per gallon for a producer of biodiesel at a facility located in Kentucky, $0.02 per gallon of a producer of blended biodiesel at a facility located in Kentucky, and $0.01 per gallon of blended biodiesel sold at a service station located in Kentucky.

PROVISION/MECHANICS:  

Amend KRS 141.010 to amend the definition of "Internal Revenue Code" to include the provisions of the Military Family Tax Relief Act of 2003, Pub. L. No. 108-121.

Create new sections of KRS Chapter 142 to provide for the tax credit for biodiesel and blended biodiesel.

FISCAL EXPLANATION:  

On November 11, 2003, the Military Family Tax Relief Act (MFTRA) was signed into law.  The MFTRA provides the following tax breaks for military personnel:


The death gratuity provided to survivors was increased from $6,000 to $12,000 and is not subject to taxation (under prior law, $3,000 of the $6,000 benefit was not subject to the tax).  Effective for deaths occurring after 9/10/01.


US Armed Service or Foreign Service members may suspend for up to 10 years of duty time the running of the 5-year ownership and use period for the sale of a residence if the duty station is at least 50 miles from the service member's home.  Applies retroactively for home sales after May 6, 1997.


Reservists who stay overnight more than 100 miles from home while in service may deduct unreimbursed travel expenses (transportation, meals and lodging) as an above-the-line deduction, subject to an upper limit of rates authorized for federal employees.


Payments made after November 11, 2003 under the Department of Defense Homeowners Assistance Program are excludable from income as a fringe benefit. 


Extensions granted for combat zone participants for filing returns or paying taxes also apply to those serving in Contingency Operations, ad designated by the Secretary of Defense.  Applies for any acts whose deadline has not expired before November 11, 2003.


Dependent care assistance programs for military personnel are excludable benefits. 

The total federal estimate for the items included in the MFTRA that will be adopted if this legislation passes is $160 million for FY 2004, $92 million for FY 2005, and $96 million for FY 2006.  The impact on Kentucky's tax code is  generally less than 1% of the amount estimated for federal purposes.  It is therefore expected that the adoption of the proposed legislation will have a fiscal impact of less than $1 million in each fiscal year.  Figures were obtained from JCX-100-02 of the Joint Committee on Taxation 11/7/2003.

The three tax credits for bodiless and blended bodiless are each capped at $1 million each calendar year.  The credits begin for calendar year January 1, 2005.  Companies apply for the credit by January 31, after the close of the calendar year.  If the total amount of the credits claimed exceed the $1 million cap, then the Revenue Cabinet proportionally reduces the amount of credit claimed and certifies the amount of each taxpayer's credit by February 28.  The credit is then claimed by the taxpayer for any tax return filed that year.

The first periods in which the tax credit would be claimed for this biennium would be for returns ending in March, April, May and June 2006.  The majority of business have calendar year endings with returns due in April.  Assuming that the maximum of each credit is claimed in a calendar year then the fiscal impact for FY 06 would be approximately $1.8 million.

DATA SOURCE(S)
Bonnie Lee, KRC, IRS Publication "Highlights: Military Family Tax Relief Act" http://www.irs.gov/newsroom/article/0,,id=118104,00.html
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