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      COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
GENERAL ASSEMBLY
LEGISLATIVE RESEARCH COMMISSION

2002 REGULAR SESSION
2000-2001 INTERIM

MEASURE

(X) 2002 BR No.
2353

(X)
House
Bill No.
825 HCS

() Resolution No.


() Amendment No.


SUBJECT/TITLE
An Act relating to revenue and taxation.

SPONSOR
Representative Harry Moberly

NOTE SUMMARY

Fiscal Analysis:
      X         Impact
               No Impact
         Indeterminable Impact

Level(s) of Impact:
         X         State
                       Local
               Federal

Budget Unit(s) Impact


Fund(s) Impact:
       X       General
                Road
               Federal


                     Restricted Agency (Type)
               (Other)

FISCAL SUMMARY

______________________________________________________________________________

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

Rate of Change

Revenues (+/-)

+$14.4
+$4.4


Expenditures (+/-)





Net Effect

+$14.4
+$4.4


_______________________________________________________________________________

MEASURE'S PURPOSE:  Tax modernization.

1.
Provide that limited liability company or registered limited liability partnerships treated as a corporation for 
federal income tax are subject to corporation license tax.

2.
Provide for a doing business standard for corporation income, corporation license tax, and sales and use 
tax.

3.
Provide that taxes paid to a foreign countries are not allowed as a deduction for individual income tax.

4.
Provide that nonresident individuals and corporations which are partners in a partnership or shareholders in 
an S corporation are taxable on their proportionate share of distributive income passed through attributable 
to business done in this state.  Business done in this state is determined based on a three factor 
apportionment formula.

5.
Freeze the state property tax on real property at $0.136 per $100 valuation.

6.
Individual income tax changes effective for tax years beginning after 12-31-02:


a.
Filing status for Kentucky the same as federal


b.
Kentucky standard deduction the same as for federal amount as of 12-31-01


c.
Kentucky personal exemption 65% of the federal amount as of 12-31-01


d.
Eliminate the low income tax credit


e.
Establish tax rate at 6%


f.
Establish Kentucky filing requirement the same as the federal filing requirement

PROVISION/MECHANICS:  Amend and create various sections to provide for the measure's purpose.

FISCAL EXPLANATION:  


FY 2002-2003
FY 2003-2004

LLC corporation license tax and three factor formula for nonresident business done in this state
$4.0 million
$5.0 million

Corporation doing business standard
$0.5
$1.0

Sales tax doing business standard
$0.5
$1.0

Foreign tax deduction elimination
$3.4
$3.4

Freeze property tax rate at $0.136
$6.0
$12.0

Income tax provisions

-$18.0

Total
$14.4
$4.4
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