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Fiscal Estimates
2005-2006
2006-2007
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Future Annual

Rate of Change

Revenues (+/-)
0
0
0
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0
0
0


Net Effect
0
0
0
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MEASURE'S PURPOSE:  

HB403 amends various sections of the tax code to make technical and administrative corrections necessary after the enactment of 2005 HB 272, 2005 HB 267 and other recent revenue measures.

PROVISION/MECHANICS:  

Utility Gross Receipts License Tax - (Sections 1, 19 and 20 through 24) Section 1 of the bill amends KRS 131.183 to allow the Revenue Department to authorize the payment of interest for the taxes it collects on behalf of school districts, and Section 20 clarifies how refunds of the utility gross receipts tax should be paid.  Section 19 includes additional language that allows school districts to enter into agreements to allocate tax receipts based upon average daily attendance. Sections 21 through 25 simply change "cabinet" to "department".  These changes were missed in the reorganization bill passed last year that made the former Revenue Cabinet the Department of Revenue within the Finance Cabinet. 

Communications Tax - (Sections 2 through 6) Section 2 of the bill allows an offset from the Kentucky telecommunications tax for the payment of a similar tax upon the same transaction in another state.  Similar language exists in our sales and use tax.  Sections 3 and 4 provide clarification requested by the industry regarding the sourcing of transactions, and Section 5 clarifies the calculation of the baseline amount for purposes of local distribution of the communications tax revenue. Section 6 establishes a penalty for a provider that separately states the internal gross receipts tax on the customer's bill in violation of KRS 136.616(c).

Tobacco Tax - (Section 7) Section 7 clarifies that dry snuff is subject to the OTP tax, rather than the separate tax on snuff. The original language unintentionally omitted this product from taxation under either provision.

Motor Vehicle Usage Tax - (Sections 8 through 12)  The bill makes conforming changes necessary for the provisions amended to comply with changes made to the collection of the motor vehicle usage tax in 2005 HB 267, and to clarify that exemptions in existence prior to the change still exist. 

Corporation Income Tax - (Sections 13 through 18 and 25) Section 13 corrects an incorrect reference to a section number that was changed in 2005 HB 272.  Sections 14 and 18 provide a safe harbor for estimated payments. Section 15 allows an S corporation to be an includible corporation for purposes of filing a consolidated return and includes disregarded entities to file a consolidated return with the parent. Section 16 corrects a drafting error regarding intangible expenses and clarifies the definition of related member. Section 17 clarifies that pass through corporate credits pass through to individual owners of multi-tiered ownership structures, and denies the credit to owners of corporations that do not satisfy the corporate tax liability. Section 25 repeals KRS 141.012, which is no longer necessary because HB 272 did a way with net operating loss carrybacks.

FISCAL EXPLANATION:  

The Department of Revenue reports that the proposed legislation has no fiscal impact because the legislation makes technical corrections that allow the various tax provisions to be administered as intended.
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