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SUBJECT/TITLE
An Act relating to revenue and taxation.

SPONSOR
Representative Brent Yonts

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
1999-2000
2000-2001
2001-2002
Future Annual

Rate of Change

Revenues (+/-)

+$500,000
+$1,000,000


Expenditures (+/-)





Net Effect

+$500,000
+$1,000,000


_______________________________________________________________________________

MEASURE'S PURPOSE:  This bill would change the way corporations determine if they are taxable or not to Kentucky.  Kentucky's current standard is called a "physical presence" standard, where the corporation must have property or employees in the state before it is taxable here.  This is in contrast to most other states, where a corporation that is deriving income or doing business in a state is subject to corporate income tax, regardless of whether it has a "physical presence" there.  This bill would change Kentucky's application of the corporate tax laws to a "doing business" standard, whether the corporation had a physical presence here or not.

PROVISION/MECHANICS:  The bill amends KRS 136.070 to expand the corporate license tax to a "doing business" standard, and amends KRS 141.010, KRS 141.040 and KRS 141.206, to establish the "doing business" standard as the method of determining if a corporation, subchapter S corporation, or partnership is subject to Kentucky income tax.

FISCAL EXPLANATION:  This change will cause some entities that currently do business in Kentucky but do not have a physical presence here to become subject to Kentucky income and license tax.  These entities currently do not file returns with Kentucky, so precise estimates are difficult.  However, it is expected that these changes will result in additional tax collections of at least $500,000 in FY01 and $1 million in FY02.
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