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MEASURE'S PURPOSE:  

To require the state to obtain a criminal conviction or a guilty plea on a drug offense before the Revenue Cabinet can collect taxes on the drugs from the offender.  

PROVISION/MECHANICS:  

Amends KRS 138.870 to 138.889 to define "taxable activity" as drug possession carried out in violation of the drug laws of KRS Ch. 218A; require Commonwealth's or County Attorney to notify Revenue Cabinet of conviction or plea and information necessary to collect the tax from the offender; delete provisions requiring law enforcement personnel to notify the Revenue Cabinet upon discovery of drug possession. 

FISCAL EXPLANATION:  

The impact on the General Fund is indeterminable, but it could be anywhere from $5,000 to $200,000 per year.  The reason for the range is as follows.  First, drug tax revenue is unpredictable, because the tax has only been collected for three years, has varied during that time, and is not dependent on regular economic activity, but rather on the success or failure of law enforcement efforts.  Second, the effect of the bill itself is unpredictable, because it could make the entire tax unconstitutional.  If the bill is upheld, it would have a minimal impact, since most people currently paying the tax are eventually convicted anyway; but if the bill makes the entire tax unconstitutional, then it would in effect eliminate all current revenue.  

Based on these considerations, if drug tax revenues are considered to be $55,000 per year, as they were last year, and the bill is upheld, then the impact could be as low as perhaps $5,000.  However, if drug tax revenues are considered to be $200,000 per year, as they have averaged the previous two years, and the bill makes the entire tax unconstitutional, then the impact could be as high as $200,000.  The impact could also fall somewhere inbetween, depending on the combination of factors that prevail.
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