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AN ACT relating to income tax and declaring an emergency.
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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 (+/-)
-$.5 million
-$2.2 million
-$1.5 million


Expenditures (+/-)





Net Effect
-$.5 million
-$2.2 million
-$1.5 million


_______________________________________________________________________________

MEASURE'S PURPOSE:  

Excludes income received by tobacco growers and quota owners from the Phase I and Phase II tobacco settlements from income tax.  Also excludes income received as severance pay by an employee of an employer that is reducing its workforce as a result of an employer entering into any national settlement agreement.

PROVISION/MECHANICS:  

Amend KRS 141.010 to exclude Phase I and II income from gross income for both individuals and corporations and to exclude the severance pay provisions.

FISCAL EXPLANATION:  

The Phase I and II provisions would not have a fiscal impact on state revenues.

Senate Bill 247 was enacted during the 1998 Regular Session of the General Assembly and exempted income received from a national settlement agreement between the tobacco industry or any federal legislation related to the agreement.  ( Phase  I money)  The official revenue estimates were not adjusted to reflect any potential additional revenue receipts at the time SB 247 was enacted since there had not been a final settlement agreement at that time.  For this reason the exemption of Phase I money would not have a fiscal impact on state revenues.

The bill also proposals to exempt Phase II money received by the secondary settlement fund established by tobacco companies to compensate tobacco farmers and quota owners for anticipated financial losses.  The preliminary revenue estimate issued October 15, 1999, for the current fiscal year and the next biennium were not adjusted to reflect any potential additional revenue receipts from this portion of the agreement.  For this reason the exemption of Phase II money would not have a fiscal impact on state revenues.

Based on conversations with industry representatives, it is estimated that the severance pay provisions would cost approximately $500,000 in FY 1999-2000, $2.2 million in FY 2000-2001, and $1.5 million in FY 2001-2002.
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