      COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
GENERAL ASSEMBLY
LEGISLATIVE RESEARCH COMMISSION

2002 REGULAR SESSION
2000-2001 INTERIM

MEASURE

(X) 2002 BR No.
1355

(X)
House
Bill No.
457/GA

() Resolution No.


() Amendment No.


SUBJECT/TITLE
AN ACT relating to income taxation.

SPONSOR
Rep. Carolyn Belcher

NOTE SUMMARY

Fiscal Analysis:
               Impact
         X      No Impact
         Indeterminable Impact

Level(s) of Impact:
                  State
                       Local
               Federal

Budget Unit(s) Impact


Fund(s) Impact:
              General
                Road
               Federal


                     Restricted Agency (Type)
               (Other)

FISCAL SUMMARY

______________________________________________________________________________

Fiscal Estimates
2001-2002
2002-2003
2003-2004
Future Annual

Rate of Change

Revenues (+/-)





Expenditures (+/-)





Net Effect





_______________________________________________________________________________

MEASURE'S PURPOSE:   Updates Kentucky's reference to the Internal Revenue Code to December 31, 2001 from December 31, 1999.  
PROVISION/MECHANICS:   Amends KRS 141.010 to update the Internal Revenue Code reference date.
FISCAL EXPLANATION:  Updating the Internal Revenue Code reference date to December 31, 2001 incorporates the federal tax changes made by Congress in the Economic Growth and Tax Relief Reconciliation Act (EGTRRA) of 2001. Most of the changes noted impact the 2002 tax year, and many of the changes will not impact Kentucky until the next biennium.

While the changes result in an overall minor reduction in General Fund revenues, this would be negated by increased compliance costs that the Revenue Cabinet would incur if the new reference date is not adopted.
Some of the items that do have an impact on Kentucky taxpayers include:  


>Expanded IRA contributions and limits; 


>Expanded contribution limit for Coverdell Education Savings Accounts; 


>New rules for deducting student loan interest resulting in an increase in deductions for Kentucky; 


>Extension and increase in the adoption credit and exclusion; 


>Tuition deduction; and


>Changes to the dependent care credit.
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