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SUBJECT/TITLE
AN ACT relating to tax credits to promote educational quality in Kentucky schools.

SPONSOR
Representative David Floyd

NOTE SUMMARY

Fiscal Analysis:
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FISCAL SUMMARY

_______________________________________________________________________________

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

Rate of Change

Revenues (+/-)

minimal
($2,000,000)
($4,000,000)

Expenditures (+/-)





Net Effect

minimal
($2,000,000)
($4,000,000)

______________________________________________________________________________

MEASURE'S PURPOSE:  

Creates a new section of KRS Chapter 141 to establish an education improvement tax credit program effective for tax years beginning after December 31, 2006. 

Allows corporations and business firms a non-refundable corporation income tax credit for contributions to eligible non-profit education organizations that are organized for the purposes of providing grants, scholarships, and incentives to quality principals. Provides a tax credit limitation equaling 75% of the amounts contributed to one or more eligible non-profit education organizations in a tax year, not to exceed $75,000 per corporation or business entity. 

Individuals are also allowed a non-refundable credit against the individual income tax for contributions made to an eligible non-profit education organization. The credit for individuals shall not exceed $7,500 per individual per tax year. 

Requires the Department of Revenue to promulgate administrative regulations to implement the tax credit program. Requires the Department of Revenue and the Department of Education to list qualified education organizations on their respective web sites.

Creates a new section of KRS Chapter 158 to specify that principals may be provided monetary incentives from an eligible nonprofit education organization to accept a position in an academically low performing school that is a high poverty school with at least 50% or more of its students are eligible for free or reduced lunches. Requires Kentucky Department of Education to annually designate and maintain a list of schools qualifying as academically low achieving schools with a high incidence of poverty and provide that list to qualified education organizations. Limits the amount of the principal award to not more than 30% of the principal’s regular salary and exempts the amount of the award from calculation of teacher' retirement benefits.

Amends KRS 141.0205 to establish the order in which the non-refundable education improvement tax credit shall be taken against the corporation income tax and the individual income tax liabilities.

Effective for tax years beginning after December 31, 2006.


PROVISION/MECHANICS:  

Creates a new section of KRS Chapter 141, creates a new section of KRS Chapter 158, amends KRS 141.0205.

FISCAL EXPLANATION:  

It is expected that this legislation, if passed, will result in a minimal negative General Fund impact for FY 2006-2007.  Based upon other state’s experience with credits of this type, it is assumed that corporations, business firms and individuals will contribute the maximum amounts to the program resulting in a negative General Fund impact $2 million for FY 2007-2008, a negative General Fund impact of $4 million for FY 2008-2009 and every year thereafter.
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