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Fiscal Estimates
2003-2004
2004-2005
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Rate of Change

Revenues (+/-)





Expenditures (+/-)

($500,000)



Net Effect

($500,000)
-0-
-0-

______________________________________________________________________________

MEASURE'S PURPOSE: 

This measure moves the collection and administration of the utilities gross receipts tax imposed by school districts to the Revenue Cabinet.

PROVISION/MECHANICS: 

The proposed legislation creates new provisions of KRS 160.613 to 160.617, and amends existing language to require the Revenue Cabinet to collect and administer the utilities gross receipts tax on behalf of school districts.  Definitions and sourcing rules included in the sales and use tax are adopted for this tax and parameters are established for the filing of returns, the payment of tax, the audit of returns, the assessment of additional tax, the imposition of penalties and claims for refund.  In addition, procedures are set forth regarding the allocation of payments among school districts and the process that must be followed if there is a boundary disagreement among school districts. Taxes collected by the cabinet are remitted to the cabinet for administrative purposes only and shall remain the property of the local school districts levying the tax.  The cabinet is authorized to retain actual costs incurred in administering the tax, not to exceed 1% of collections. 

The proposed legislation removes exemptions in the current law for high-energy users and sales for resale, and imposes the tax on utility services.

Under existing law, these taxes are collected by each individual school district.  The process for collection, the requirements regarding returns, and the auditing capabilities differ considerably from district to district.  Information is not currently available to know whether school districts use the same base for the tax, or even whether taxpayers doing business in more than one jurisdiction pay and report consistently.  Under the current law, there is no set statute of limitations and no provision for a taxpayer to file a claim for refund if there is an overpayment.  

FISCAL EXPLANATION: 

Additional Revenues - School Districts
The Revenue Cabinet estimates that the proposed legislation could generate an additional $3 to $8 million annually due to increased compliance efforts. Because receipts from the utilities gross receipts tax constitute part of the "local effort" required under the SEEK formula, these revenues may result in a reduction of property tax rates or a reduction in the rate of other taxes levied by school districts, but they will not result in any increase in General Fund revenues.  

Administrative Expenses

The Revenue Cabinet estimates that initial expenses to establish the computer system to process the returns will be $500,000 with ongoing support and maintenance from GOT estimated at $30,000 per year.  The ongoing costs will become a part of the Revenue Cabinet's cost of collection fee provided for in the statute, and will be included in the amount withheld from the tax receipts collected.  
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