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SUBJECT/TITLE
An ACT relating to deductions from distributive shares.

SPONSOR
Representatives Dw. Butler, Horlander, Miller and Siler

NOTE SUMMARY
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FISCAL SUMMARY

_______________________________________________________________________________

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

Rate of Change

Revenues (+/-)


($400,000.00)


Expenditures (+/-)





Net Effect


($400,000.00)


______________________________________________________________________________

MEASURE'S PURPOSE:
The bill increases the inheritance tax distributive share deduction for funeral, monument, and cemetery lot maintenance expenses from $5,000 to $10,000.

PROVISION/MECHANICS:  

KRS 140.090 is amended to increase the deduction.

FISCAL EXPLANATION:  

There are approximately 5,000 inheritance and estate tax returns filed each year. Of that amount, approximately 1,200 returns reflect all zeros and no tax is due. Of the remaining 3,800 returns, approximately 1,250 returns merely reflect estate tax due. Of the remaining 2,550 returns, only 20% reflect inheritance tax due, meaning that 510 returns have either Class B or C beneficiaries. The maximum tax rate is 16% making the additional $5,000 deduction valued at $800 per return.

For a full fiscal year where the additional $5,000 deduction is in effect, the fiscal impact is estimated at $400,000.00. The fiscal impact for FY 08 is determined to be $400,000, however, the fiscal impact for FY 06 and FY 07 is dependent upon the effective date of the Act. If the effective date is immediate upon passage and without regard to date of death, there could be a small impact in FY 06 and FY 07. If the effective date, whether immediate upon passage or effective at a future date, limits the Act to deaths that occur on or after the effective date there will not be a fiscal impact for FY 06 and FY 07 due to the 18 month lag between date of death and due date of the return.

DATA SOURCE(S)
Office of the State Budget Director, LRC Staff.
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