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0924

(x)
House
Bill No.
299

() Resolution No.


() Amendment No.


SUBJECT/TITLE
An Act relating to revenue and taxation.

SPONSOR
Rep. Jim Wayne

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
2003-2004
2004-2005
2005-2006
Future Annual

Rate of Change

Revenues (+/-)

$299 mil. (estimated)
$294 mil. (estimated)


Expenditures (+/-)





Net Effect

$299 mil. (estimated)
$294 mil. (estimated)


_______________________________________________________________________________

EASURE'S PURPOSE:  

To make various changes to business-related taxes, including:  Change corporate nexus standard from physical presence to doing business in Kentucky; broaden sales tax nexus standard; tax limited liability companies and S corporations as corporations for income tax purposes; repeal the net operating loss carryback allowance; expand the definition of taxable business income to include profits from irregular transactions; institute a throwback rule for sales of tangible personal property shipped from Kentucky; mandate combined reporting; enact a 0.85% business activity tax (BAT) based on sum of all compensation, interest, and dividends paid; provide apportionment formula for BAT; allow credit for BAT against corporate income tax; repeal corporate license tax.

PROVISION/MECHANICS:  

Amend and create various sections of the KRS to accomplish the above.

FISCAL EXPLANATION:  

The revenue impact is listed below.  For some provisions, reliable fiscal information was not available when this note was drafted.  In these cases, the amounts are listed as rough estimates.  

Provision




FY05

FY06
Broaden corporate nexus standard:


$10 mil.

$10 mil.

Broaden sales tax nexus standard:


$1 mil.

$1 mil.

Eliminate net operating loss carryback:

$10 mil.

$5 mil.

Tax LLCs, LLPs, and S corps as C corps:

$120 mil.
$120 mil.     (rough estimate)

Expand definition of business income:

$10 mil.

$10 mil.       (rough estimate)

Enact throwback rule:



$3 mil.

$3 mil.

Mandate combined reporting:


$10 mil.

$10 mil.

Create BAT, but allow as credit against income tax:
$250 mil.
$250 mil.       (rough estimate)

Repeal corporate license tax:


(-$115 mil.)
(-$115 mil.)

TOTAL





$299 mil.
$294 mil.
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Revenue Cabinet; Office of State Budget Director
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