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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT

	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	2007 REGULAR SESSION
	2006-2008 INTERIM


MEASURE

	(x) 2007 BR No.
	1518
	
	(x)
	House
	Bill No.
	 339


	( ) Resolution No.
	
	
	( ) Amendment No.
	


	SUBJECT/TITLE
	An ACT relating to the taxation of military pay.


	SPONSOR
	Reps. Siler, Ballard, R. Adams, and DeWeese


NOTE SUMMARY

	Fiscal Analysis:
	
	X
	Impact
	
	
	No Impact
	
	Indeterminable Impact

	Level(s) of Impact:
	
	X
	State
	
	
	Local
	
	Federal


	Budget Unit(s) Impact
	General Fund Receipts


	Fund(s) Impact:
	
	X
	General
	
	
	Road
	
	Federal

	
	
	Restricted Agency (Type)
	
	(Other)


FISCAL SUMMARY

_______________________________________________________________________________

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

Rate of Change

	Revenues (+/-)
	
	
	($8.6 million)
	($18 million)

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	
	($8.6 million)
	($18 million)


______________________________________________________________________________

MEASURE'S PURPOSE:  This bill exempts all military pay from Kentucky income tax.  Currently military pay is exempt only if it is also exempted by the federal government; as a general rule this means that pay for time served in a combat zone is exempted, and all other pay is taxable.  Military pay is taxable to the state of residence of the individual, so a person who enters the military as a resident of Kentucky will continue to be taxable to Kentucky unless that person is stationed in another state while on military duty, and affirmatively claims that state as the new state of residence.
PROVISION/MECHANICS:  AMENDS KRS 141.010 to exclude all military pay received by active duty, reserve, and Kentucky National Guard members.
FISCAL EXPLANATION:  According to the Defense Finance and Accounting Service, the federal military payroll office, Kentucky withholding from military pay totals is estimated to be approximately $18 million during calendar year 08.  Based on how withholding is paid into the state and converting a calendar year exclusion to fiscal year receipts results in estimates for fiscal year 08 of a negative impact of approximately $8.6 million, and an estimate of a negative $18 million annually thereafter.  These estimates assume that current force levels and current levels of deployment to both combat and non-combat areas remain relatively consistent for the future. 
	DATA SOURCE(S)
	Defense Finance and Accounting Center, Defense Manpower Data Center, OSBD, LRC staff, Dept. of Revenue.
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