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SUBJECT/TITLE
An Act relating to local taxation.
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MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban County Government

Program/

Office(s) Impacted:
 

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

Provide a uniform set of definitions for the administration and collection of the local occupational license tax and net profits tax.


Section 1. Definitions:

1.
"Business entity"

2.
"Compensation"

3.
"Fiscal year"

4.
"Employee"

5.
"Employer"

6.
"Gross receipts"

7.
"Internal Revenue Code"

8.
"Net Profit"

9.
"Tax district"

10.
"Taxable gross receipts" business entity having payroll both within and without a tax district.

11.
"Taxable gross receipts" business entity having payroll only in one tax district.

12.
"Taxable net profit" business entity having payroll only in one tax district.

13.
"Taxable net profit" business entity having payroll both within and without a tax district.

14. "Taxable year"


Section 2.  Provide for the apportionment of a business entity's net profits or gross receipts when a business entity is doing business both within and without a tax district based on two factor formula consisting of payroll and sales.


Section 3.  Provide for quarterly estimate tax payments for business entities, other than a sole proprietorship, if the tax liability exceeds $5,000.  This provisions only applies if adopted by a tax district.


Section 4.  Provide for refund of overpayments or a credit against the estimated tax for the next succeeding taxable year.


Section 5.  Provide that the federal income tax law and its application for purposes of the computation of gross income and deductions, gross receipts and deductions, accounting methods, and accounting procedures shall be as nearly as practicable identical with those required for federal income tax purposes.


Section 6.  Provide that a business entity's dissolution, withdrawal, or loss or surrender of charter shall not defeat the filing of returns and the assessment and collection of net profit or gross receipts taxes or tax withheld.


Section 7.  Provide that if a business entity makes, or is required to make, a federal income tax return, the net profit or gross receipts shall be computed on the basis required by the federal government and employ the same methods of accounting required for federal income tax purposes.


Section 8.  Provide for the due date for the filing of the business entity's return and submission of the federal income tax return.  Provide that the tax district may compel the business entity to produce a copy of all statements and schedules in order to audit a return


Section 9.  Provide that a tax district may grant an extension of not more than 6 months, unless a longer extension is granted by the Internal Revenue Service, for filing a return.  Provide for 12% per annum simple interest on shown due on the return but not previously paid.


Section 10.  Provide that a tax district may audit a return and that any additional tax shall be assessed within 5 years from the due date of the return.  Provide that in the case of an understatement or omission in excess of 25%, that the additional tax may be assessed within 6 years of the due date of the return.  Provide that additional tax relating from a federal audit shall be assessed within the times provided or 6 months from the date the tax district receives the final determination of federal audit.  Provide that the business entity submit a copy of the final determination of federal audit within 30 days of the conclusion of the federal audit.  Provide that a tax district may initiate a civil action for the collection of any additional tax.


Section 11.  Provide that the full amount of the unpaid tax shall be paid to the tax district at the time prescribed for filing the tax return without regard to any extension of time for filing the return.  Provide that a tax district may impose minimum and maximum tax liabilities for the tax on net profits or gross receipts.


Section 12.  Provide that any tax may be refunded or credited within 2 years from the date prescribed for filing the return or the date the money was paid to the tax district, whichever is later, except in the case where the assessment period has been extended by agreement between the business entity and the tax district or the claim for refund is relate to a federal audit.


Section 13.  Provide that every employer making payment of compensation shall deduct and withhold upon the compensation a tax determined by KRS 92.281, 67.083, Sections 18,19, or 20 and pay in accordance to Section 14.


Section 14.  Provide that every employer required to deduct and withhold the tax under Section 13 shall on or before the end of the month following the close of each quarter make a return and report to the tax district the tax required to be withheld unless the employer is permitted or required to report within a reasonable time after some other period as determined by the tax district.  Provide that the employer shall be individually liable to the tax district for amounts required to be withheld.  Provide that the tax district shall have a lien upon all property of any employer who fails to withhold or pay over the tax.  Provide that the employer shall annually on or before February 28 of each year file a reconciliation of tax withheld in each tax district where compensation is paid.  Provide that each employer shall furnish each employee a statement on or before each January 31 of each year showing the amount of composition and license tax withheld.


Section 15.  Provide that the employer shall be liable for the payment of the tax required to be deducted and withheld under Section 13.


Section 16.  Provide that an overpayment of the tax under Section 13 shall be made to the employer only if the amount was not deducted or withheld by the employer.  Provide that the application for refund be made within 2 years from the date of the overpayment.  Provide that an employee who has compensation attributable to activities outside a tax district, based on time spent outside the tax district, but whose employer has withheld and remitted to another tax district, may file for a refund within 2 years of the date for filing the return.


Section 17.  Penalty provisions.


Section 18 to 22.  Conforming provisions.


Section 23.  Hold harmless provision.


Section 24.  Effective dates for the Act.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

Should not have any significant impact on local revenues since the definitions of compensation, taxable net profits, gross receipts, mirrors what most local governments are currently using to levy the taxes.
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