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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.
	0339
	
	(x )
	House
	Bill No.
	88


	( ) Resolution No.
	
	
	( ) Amendment No.
	


	SUBJECT/TITLE
	AN ACT relating to the limited liability entity tax.


	SPONSOR
	Rep. Farmer, Floyd, Brinkman, Comer, Decesare, Deweese, Embry, Fischer, Ford, Harmon, Hoover, S. Lee, Mobley, Osborne, Upchurch, and Wuchner


NOTE SUMMARY

	Fiscal Analysis:
	
	X
	Impact
	
	
	No Impact
	
	Indeterminable Impact

	Level(s) of Impact:
	
	X
	State
	
	
	Local
	
	Federal


	Budget Unit(s) Impact
	Tax Receipts, Corporation Income Tax


	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 (+/-)
	
	
	($60.9 million)
	See below

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	
	($60.9 million)
	See below


______________________________________________________________________________

MEASURE'S PURPOSE:  

This bill will remove/repeal the Limited Liability Entity Tax (LLET), which is the successor tax to the Alternative Minimum Calculation (AMC).  The LLET would remain in place for tax years beginning before Jan. 1, 2008.  Tax years beginning on or after Jan. 1, 2008 would not be subject to the LLET.  The minimum tax of $175 per entity would continue to be assessed.
PROVISION/MECHANICS:  

KRS 141.0401 is amended to include an ending date for the application of the section.  A new section is created to continue to apply the $175 minimum against all corporations and other limited liability entities.

FISCAL EXPLANATION:  

The LLET is a tax on gross receipts or gross profits, and is paid by all corporations and limited liability entities.  A credit is allowed for the amount of LLET owed against the income tax of a corporation, or against the income tax of the owners of a pass-through entity.  
For corporations, the net effect under current law is payment of the greater of the income tax or the LLET, plus the payment of the $175 minimum.  This proposal would result in the removal of the LLET, so the corporation’s liability would be income tax, if any, plus the $175 minimum.
For pass-through entities, the net effect is removal of the payment of any entity level tax except the $175 minimum.  There would no longer be an LLET paid by the entity, and there would no longer be a credit that flows through to the owners of the LLET.  The entity would pay the $175 minimum fee, and the owners would include their proportionate share of the income or loss of the limited liability entity when determining their income tax.

The fiscal impact of the removal of the LLET would increase as more entities move past the January 1, 2008 effective date.  The impact would be fully phased in by FY 2010.  The expected impact per fiscal year is as follows:

FY 08:
-$  60.9 million

FY 09:
-$148.8 million
FY 10:
-$189.9 million
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