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MEASURE'S PURPOSE:  

The bill excludes all military pay received by or on behalf of a military person who is killed in the line of duty, for the year of the death and the previous year.

HOUSE COMMITTEE SUBSTITUTE:  The exclusion is extended to all income from all sources, instead of limiting to military pay.

PROVISION/MECHANICS:  

KRS 141.010(10) is amended to add the exclusion.

FISCAL EXPLANATION:  

All military pay for service in a combat zone is already excluded from income tax.  This addition would exclude any pay for time not in a combat zone.  The amount of income expected to be excluded is quite small, and the impact on receipts would be very minimal.

HOUSE COMMITTEE SUBSTITUTE:  

Per the Kentucky National Guard and the Department of Military Affairs, it is estimated that 20 to 25 Kentuckians will be killed in the line of duty annually.  Of that number, approximately two thirds will be full time active duty military and one third will be activated National Guard or reserve.  The full time active person has approximately 40% likelihood of having been in a combat zone during the previous year.

Compensation for service in a combat zone is already exempted.  Approximately 16 persons will have income during the current year and the previous year that would be exempted under this bill.  Assuming an average income of $40,000, and assuming a full year of taxable income in the previous year and an average of 6 months income during the year of death, the estimated General Fund impact is $2,500 for each of the estimated 16 persons impacted.  Accordingly, the fiscal impact is estimated to be $40,000 to $50,000 annually.

DATA SOURCE(S)
Internal Revenue Code, Dept of Military Affairs, National Guard, LRC staff.

NOTE NO.
27.1
PREPARER
John Scott
REVIEW
JAM
DATE
02/01/06

LRC 2006RS-BR0833-HB286-HCS

