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SUBJECT/TITLE
AN ACT relating to individual income tax.

SPONSOR
Rep. Steve Nunn

NOTE SUMMARY

Fiscal Analysis:

X
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FISCAL SUMMARY

_______________________________________________________________________________

Fiscal Estimates
2005-2006
2006-2007
2007-2008
Future Annual

Rate of Change

Revenues (+/-)

($400,000)
($400,000)


Expenditures (+/-)





Net Effect

($400,000)
($400,000)


______________________________________________________________________________

MEASURE'S PURPOSE:  

This bill provides a complete exemption from income tax forever for all wages, salaries, or commissions from any source earned as an employee, if the person receiving the compensation has a 100% military service related disability, or was ever a prisoner of war.

PROVISION/MECHANICS:  

KRS 141.010(10) is amended to exclude all compensation of these taxpayers.

FISCAL EXPLANATION:  

There are 100 to 120 former prisoners of war residing in Kentucky.  There are approximately 3,900 persons who are considered 100% service related disabled.  The average payroll earnings of persons who are considered 100% disabled is small. Per the Ky. Dept. of Veterans Affairs, most of these persons do not hold full time employment, and as many as 50% are not employed at all. Best estimates are that the payroll earnings average of those who are employed is less than $20,000.  The income tax liability at this level of income would be quite small.  A person who earns this level of income as the only income in a household would probably owe no income tax.  On the other extreme, if this income were taxed at the highest rate (as part of a joint return with other taxable income), the maximum tax would be $1,200.  A reasonable estimate, based on information from the Dept. of Veterans Affairs, would be $200 tax liability per person for those who are employed.  At that level, the estimated impact would be $390,000 to $400,000 annually.  

DATA SOURCE(S)
Dept. of Veterans Affairs, KY National Guard, Dept. of Revenue, LRC Staff.
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