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An Act relating to individual income tax.
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FISCAL SUMMARY

_____________________________________________________________________________

Fiscal Estimates
2003-2004
2004-2005
2005-2006
Future Annual

Rate of Change

Revenues (+/-)


-18 Million


Expenditures (+/-)





Net Effect


-18 Million


______________________________________________________________________________

MEASURE'S PURPOSE: 

To provide income tax relief for members of the Armed Forces of the United States or the National Guard by excluding all income received while on active duty.

PROVISION/MECHANICS: 

Amend KRS 141.010 to exclude any compensation received by a member of the Armed Forces of the United States or the National Guard for active duty service.  Effective for tax years beginning after December 31, 2004.

FISCAL EXPLANATION:  

Compensation for active duty in a combat zone is already exempt from taxation. Kentucky has approximately 25,000 individuals serving on active duty, or as activated reservists or National Guard, in the military.  Approximately 3,000 are stationed in a combat zone.  The fiscal impact of exempting the income of those on active duty but not in a combat zone would be approximately $18 million, based on updated data from the Department of Defense.  Active duty personnel are assumed exempt for the entire year, reservists while on active duty.

There has been some discussion that this change would result in more military persons who are stationed in Kentucky deciding to declare Kentucky as their state of residence.  To the extent this would result in a fiscal impact, that impact is indeterminable.

DATA SOURCE(S)
US Statistical Abstract, Dept. of Def., Kentucky National Guard, LRC Budget Office
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