2002 BR 2551/HB 794/

March 13, 2002

Page 2


      COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
GENERAL ASSEMBLY
LEGISLATIVE RESEARCH COMMISSION

2002 REGULAR SESSION
2000-2001 INTERIM
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(x)
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794
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SUBJECT/TITLE
An Act relating to revenue and taxation and declaring an emergency.

SPONSOR
Rep. Paul Bather

NOTE SUMMARY

Fiscal Analysis:
               Impact
               No Impact
         Indeterminable Impact

Level(s) of Impact:
          X       State
                       Local
               Federal

Budget Unit(s) Impact


Fund(s) Impact:
          X   General
        X       Road
               Federal


                     Restricted Agency (Type)
               (Other)

FISCAL SUMMARY

______________________________________________________________________________

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

Rate of Change

Revenues (+/-)





Expenditures (+/-)

0
0


Net Effect

$218.5 million
$252.5 million


_______________________________________________________________________________

MEASURE'S PURPOSE:  Amend various tax provisions to increase state revenue.

PROVISION/MECHANICS:  Amend KRS 132.020 to exclude new property from state compensating rate calculation; create a new section of KRS Chapter 136 and amend KRS 136.070 to subject LLC's and LLP's to corporate franchise tax, if they are taxed as corporations under federal law; amend KRS 136.070, 141.040, and various KRS sections to change the corporate nexus standard from "physical presence" to "doing business" in Kentucky; amend KRS 138.210, 138.220, and various KRS sections to increase motor fuels tax 3 cents per gallon; amend KRS 141.020 to increase top income tax rate to 7 percent for incomes between $150,000 and $250,000 and to 8 percent for incomes over $250,000; amend various KRS sections to conform.

FISCAL EXPLANATION:  The yearly fiscal impact is estimated as follows:

Real property/compensating rate provision
:


$10 million

Subject certain LLC's and LLP's to Corporate license tax:

$2.5 million

Adopt "doing business in Kentucky" as corporate nexus standard:
$1 million

Motor fuels tax increase:





$87 million

Income tax increase:





$152 million

Total per year:






$252.5 million

Of this total, $165.5 million would go to the General Fund.  The remaining, $87 million, which would come from the motor fuels tax increase, would go to the Road Fund.  Of the Road Fund money, $29 million would go the "21st century fund" created in the bill for paving eligible unpaved or chip-and-seal rural roads, $28 million would go to revenue sharing, and $30 million would be available for state construction.

Because of the effective dates of some tax provisions, income would be a little less in FY03 than the yearly figures cited above, resulting in a total for the biennium, for all funds, of roughly $471 million.

DATA SOURCE(S)
Governor's Office of Economic Analysis; LRC Economists.
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