COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
GENERAL ASSEMBLY
LEGISLATIVE RESEARCH COMMISSION

2004 REGULAR SESSION
2003 INTERIM

MEASURE

(X) 2004 BR No.
0923

(X)
HB
Bill No.
298

() Resolution No.


() Amendment No.


SUBJECT/TITLE
An Act relating to income taxes.

SPONSOR
Rep. Jim Wayne

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)
               (Other)

FISCAL SUMMARY

______________________________________________________________________________

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

Rate of Change

Revenues (+/-)

$300 mil.
$300 mil.


Expenditures (+/-)





Net Effect

$300 mil.
$300 mil.


_______________________________________________________________________________

MEASURE'S PURPOSE:  

Increases individual income tax rates; exempts from income tax all taxpayers at or below the federal poverty level; replaces the low income tax credit with an earned income tax credit (EITC) equal to 20% of the federal EITC.

PROVISION/MECHANICS:  

Amends KRS 141.020 to increase tax rates to 5% on incomes under $30,000, 6% on incomes between $30,001 and $50,000, 7% on incomes between $50,001 and $75,000, 8% on incomes between $75,001 and $100,000, and 9% on incomes over $100,000.  Amends KRS 141.010 and 141.180 to exempt from the tax any taxpayer at or below the federal poverty level.  Amends KRS 141.066 to repeal the low-income credit and enact an EITC equal to 20% of the federal EITC.

FISCAL EXPLANATION:  

Increased tax rates would generate approximately $450 million in additional revenue.  The tax exemption for low-income taxpayers and the EITC would cost about $150 million.  The net revenue increase would be approximately $300 million.
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