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SUBJECT/TITLE
An Act relating to income tax.

SPONSOR
Representative Greg Stumbo

NOTE SUMMARY

Fiscal Analysis:
               Impact
               No Impact
  X      Indeterminable Impact

Level(s) of Impact:
           X       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 (+/-)

indeterminable loss
indeterminable loss


Expenditures (+/-)

indeterminable gain
indeterminable gain


Net Effect

indeterminable loss
indeterminable loss


_______________________________________________________________________________

MEASURE'S PURPOSE:  Encourage individuals to make contributions to a school tuition organization that provides educational scholarships or tuition grants to students to attend a nonpublic elementary or secondary school by providing a tax credit equal to the contribution but not to exceed $500.

Also provides a tax credit not to exceed $200 for amounts of fees paid for support of extracurricular activities of public elementary or secondary school.  Extracurricular activities are school-sponsored scholastic or athletic activities that enrolled students are required to pay a fee in order to participate.

PROVISION/MECHANICS:  Amend a create new sections of KRS Chapter 141 to provide for the tax credit.

FISCAL EXPLANATION:  The fiscal impact is indeterminable.  It is not know how many $500 contributions that might be made to a school tuition organization.  There could be future state and local tax dollars savings that might offset or lessen the loss of general fund dollars if students enroll in a nonpublic school that would have otherwise enrolled in a public school.  

The language requires that a school tuition organization be organized as charitable organization under Section 501(c)(3) of the Internal Revenue Code and allocated at least 90% of its annual revenue for education scholarships or tuition grants to attend any qualified school.  A qualified school means a nonpublic elementary or secondary meeting certain requirements.  However the are no provisions that would prevent a school tuition organization from only providing scholarships or tuition grants to students currently attending nonpublic schools or requiring that at least a certain percentage of the scholarships or tuition grants be provided to students currently attending public school but wishing to enroll in a nonpublic school.  Without such provisions there could be significant costs.  For every 2,000 individual contributions of $500 there would be a cost to the general fund of $1 million.

Currently there is only one such organization in the state that provides scholarships for a student to attend a private school.  They provide scholarships to low income family's and pay 60% of the tuition up to a maximum of $1,000.  They receive approximately $700,000 in contributions from approximately 40 individuals a year and estimated that out of 200 scholarships they provide, approximately 100 are to students who would had otherwise attended public school.  They have placed students in 68 of 77 nonpublic schools in Jefferson Co. and the average tuition is approximately $2,400 although some nonpublic school tuitions are much higher tuition.

The average public school per pupil cost is approximately $3,800 in state funds and $2,250 in local funds.  If the nonpublic school tuition is $2,400 the state potentially would loose $1,000 for every $4,800 in contributions that could be claimed as a tax credit if a school tuition organization provided one scholarship to a  former public school student for every scholarship provide to a current nonpublic school student.  The local school district could potentially save $2,250.  However these average public school per pupil costs represent a lot of fixed costs such as school buildings, equipment, transportation, teachers and support staff.  The removal of a student from the public school system would not result in a savings of $3,800 in state funds and $2,250 in local funds.

It is also unknown the cost of providing a tax credit, not to exceed $200, for amounts of fees paid for support of extracurricular activities of public elementary or secondary school. where the student is required to pay a fee in order to participate.  However the loss of tax dollars could be significant.
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