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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	2011 REGULAR SESSION
	


MEASURE

	( x) 2011 BR No.
	 0888
	
	(x )
	House 
	Bill No.
	10 GA


	( ) Resolution No.
	
	
	( ) Amendment No.
	


	SUBJECT/TITLE
	An ACT relating to tax credits for hiring legally blind or severely disabled individuals.


	SPONSOR
	Representatives M. King and D. Butler


NOTE SUMMARY

	Fiscal Analysis:
	
	
	Impact
	
	x
	No Impact
	
	Indeterminable Impact

	Level(s) of Impact:
	
	
	State
	
	
	Local
	
	Federal


	Budget Unit(s) Impact
	


	Fund(s) Impact:
	
	
	General
	
	
	Road
	
	Federal

	
	
	Restricted Agency (Type)
	
	(Other)


FISCAL SUMMARY

_______________________________________________________________________________

	Fiscal Estimates
	
	       2010-2011
	2011-2012
	Future Annual

Rate of Change

	Revenues          Increase
                             (Decrease)


	
	
	
	FY 12-13($250,000)

FY 13-14($450,000)

FY 14-15($507,000)

	Expenditures     Increase 
                              (Decrease)

  
	
	
	
	

	Net Effect      Positive

                         (Negative)


	
	
	
	FY 12-13($250,000)

FY 13-14($450,000)

FY 14-15 ($507,000)


______________________________________________________________________________

MEASURE'S PURPOSE:  This proposal, if enacted, will provide a nonrefundable income tax credit for tax years beginning on or after January 1, 2013, against the individual income tax, the corporation income tax, and the limited liability entity tax for taxpayers who contract with a resident nonprofit agency or work center for services performed by individuals who are legally blind or severely disabled. The credit is available to those who currently employ these individuals as well as those who employ them for the first time. The credit is equal to 5% of the amount paid to the nonprofit agency or work center if the amount paid to the individual is subject to individual income tax. The maximum amount of credit that may be claimed by each taxpayer shall not exceed $25,000 per tax year if the taxpayer contracts for and pays for the services of at least 5 full time equivalent workers (FTEs) but fewer than 10 FTEs. If the taxpayer contracts and pays for the services of 10 or more FTEs, the maximum amount of credit shall not exceed $50,000 per taxpayer per year.

PROVISION/MECHANICS:  A new section of KRS 141 is created to establish a nonrefundable income tax credit against the tax imposed under KRS 141.020 or 141.040, and KRS 141.0401, and provide a maximum amount of credit per taxpayer based upon the number of FTEs contracted for and paid for. KRS 141.0205 is amended to establish the order in which the credit may be taken.
FISCAL EXPLANATION:  
According to the information provided, there is a pool of no more than 650 individuals who are currently employed or who are eligible to be employed under this program. Those individuals average 20 hours of work per week and the average hourly rate charged by the nonprofit agency or work center per hour for the services of those individuals is $15 per hour. Thus, 650 individuals working 20 hours per week would be the equivalent of 325 individuals working 40 hours per week.  

Potential pool
325

Hrs. per FTE
2080

Wage rate 
$15

Credit Amount 
5%

Estimated credit to be earned in full year $507,000

Due to the delayed effective date this proposal, if enacted, will have no fiscal impact for fiscal year 2010-2011 or fiscal year 2011-2012. However, there will be a negative impact to the General Fund for fiscal year 2012-2013 as the credit is available to those taxpayers who currently contract with these agencies or work centers and who either maintain or increase the number of FTEs they employ.  Those taxpayers will most likely reduce the amount of estimated payments for fiscal year 2012-2013.  It is estimated that there will be a negative impact of ($250,000) for fiscal year 2012-2013.  Provided the pool of individuals hired under this program or the wage rate does not increase dramatically, for fiscal year 2013-2014, it is estimated that there will be a negative impact to the General Fund of ($450,000) and for fiscal year 2014-2015 there will be a negative impact to the General Fund of ($507,000).
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