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MEASURE'S PURPOSE:  This bill would update Kentucky's reference to the Internal Revenue Code to December 31, 1999 from December 31, 1997.  The bill also changes the interest rate charged on underpayments of corporate estimated tax from a fixed rate of 8% to the 'tax interest rate'.  The current 'tax interest rate' is 8%.

PROVISION/MECHANICS:  The bill amends KRS 141.010 to update the Internal Revenue Code reference date.  The bill also amends KRS 141.042 to change the interest rate on corporate declarations of estimated tax.  The bill also amends KRS 141.180 to change the Internal Revenue Code section reference for innocent spouse relief to the correct number.

FISCAL EXPLANATION:  While the fiscal impact of this bill is considered insignificant, the bill has other important considerations.  Many of the items updated in the federal tax code will impact federal credits and tax rates, which have no impact on Kentucky.  However, maintaining conformity between the Kentucky and Federal tax codes is an important consideration for individual and business taxpayers. 

Some of the items that do have an impact on Kentucky taxpayers include:  


>Extension of exclusions for employer provided educational assistance; 


>Altering the tax treatment of certain financial contract investments to properly recognize gain and loss; 


>Clarification of when the installment method for reporting income may be used; 


>Clarification of when certain transactions between related companies are taxable; 


>Expanding the conversion of regular IRA's to Roth IRA's; 


>A substantial rewriting of what is commonly called the "Taxpayer's Bill of Rights".

DATA SOURCE(S)
Internal Revenue Code; KY Revenue Cabinet; Federation of Tax Administrators.
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