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AN ACT relating to tax collection and administration and making an appropriation therefor.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

As used in this section and Section 2 of this Act:
(1)
"Income tax return preparer" means any individual who prepares, or employs another person to prepare, in exchange for compensation, any return for the tax imposed by KRS 141.020;

(2)
"Timely original individual income tax return" means any return that is required to be filed under KRS 141.180 and filed on or before the due date, including extensions; and 

(3)
"Acceptable return" means any original income tax return that is authorized by the cabinet to be filed using electronic technology.
SECTION 2.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

(1)
Any income tax return preparer who has been accepted into the federal electronic filing program and who prepared more than one hundred (100) Kentucky timely original individual income tax returns during any calendar year that began on or after January 1, 2005, shall file all Kentucky acceptable returns prepared in any subsequent calendar year beginning on or after January 1, 2006, electronically. 

(2)
Any income tax return preparer who would experience undue hardship due to the requirement set forth in subsection (1) of this section may request a waiver from the secretary in writing, which must clearly describe the nature and extent of the hardship. Hardship waiver requests shall be responded to in writing within forty-five (45) days of receipt. 

(3)
If the income tax return preparer obtains from an individual taxpayer a signed and dated waiver form developed and provided by the cabinet in accordance with the provisions of subsection (5) of this section, then the electronic filing requirements set forth in subsection (1) of this section shall not apply as to that individual taxpayer's return. However, all returns for which a waiver is obtained shall be counted in determining whether the income tax return preparer meets the one hundred (100) return requirement established in subsection (1) of this section. 

(4)
For each return that is not filed electronically, including returns that are filed as a result of the taxpayer opting out of electronic filing as provided in subsection (3) of this section, a paper filing fee of ten dollars ($10) shall be paid to the cabinet by the income tax return preparer. The cabinet shall retain all fees paid pursuant to this subsection, which are hereby appropriated to the cabinet to be used to offset the cost of processing paper returns. The fee does not apply to returns that the secretary requires to be filed in paper form. 

(5)
The cabinet shall develop and make available to income tax return preparers a form that shall be signed by any taxpayer desiring to opt out of electronic filing. The form shall include, among other information the cabinet may require, the following information:
(a)
A statement in at least fourteen (14) point bold-faced type that any return eligible to be filed electronically that is not filed electronically will incur a ten dollar ($10) paper filing fee;

(b)
The average difference in processing time and expected refund date between returns filed electronically and paper returns; and

(c)
The cost of processing a paper return in comparison to the cost of processing an electronically filed return.

(6)
An income tax return preparer shall be fined not more than fifty dollars ($50) for each acceptable return prepared by that income tax return preparer that is not electronically filed, and for which no signed waiver meeting the requirements of this section is on file.

(7)
It is recognized that because of constant technological advances, the provisions set forth in this section for filing tax returns electronically cannot encompass all of the intricacies in requirements or qualifications necessary for continued progress and efficiency in electronic filing. To provide the details necessary to implement the provisions of this section now and in the future, the Revenue Cabinet shall promulgate administrative regulations to establish the process for accepting tax returns by electronic media, control the integrity of the data submitted electronically, reduce processing costs and processing times, improve accuracy, reduce the complexities of filing, expedite the processing of refund claims, establish methods and criteria for the payment of the ten dollar ($10) paper processing fee, and establish parameters for the imposition of the penalty imposed by subsection (6) of this section.
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