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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT

	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	2011 REGULAR SESSION
	


MEASURE
	(x ) 2011 BR No.
	 1098
	
	( x)
	House
	Bill No.
	447

	( ) Resolution No.
	
	
	( ) Amendment No.
	

	SUBJECT/TITLE
	AN ACT relating to income tax.

	SPONSOR
	Rep. A. Simpson


NOTE SUMMARY
	Fiscal Analysis:
	
	X
	Impact
	
	
	No Impact
	
	Indeterminable Impact

	Level(s) of Impact:
	
	X
	State
	
	
	Local
	
	Federal

	Budget Unit(s) Impact
	

	Fund(s) Impact:
	
	X
	General
	
	
	Road
	
	Federal

	
	
	Restricted Agency (Type)
	
	(Other)


FISCAL SUMMARY____________________________________________________________
	Fiscal Estimates
	
	2010-2011
	2011-2012
	Future Annual

Rate of Change

	Revenues (+/-)
	
	
	($190 million)
	

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	
	($190 million)
	


MEASURE'S PURPOSE: The purpose of the proposed legislation is to make Kentucky’s computation of taxable income for income tax purposes conform more closely with the federal computation.
PROVISION/MECHANICS:  Currently, KRS 141.010(3) defines the term “Internal Revenue Code” for income tax purposes to mean the Internal Revenue Code in effect on December 31, 2006.  Any federal amendments made to the Internal Revenue Code since December 31, 2006, have not been adopted for Kentucky income tax purposes.  By not adopting the federal amendments made since 2006, differences are created between the Kentucky and federal computation of taxable income.  The proposed legislation, if adopted, will update the Internal Revenue Code reference date to the Code in effect on December 31, 2010.
FISCAL EXPLANATION: Since 2006, there have been 18 federal acts enacted containing provisions impacting the computation of taxable income.  The majority of the federal provisions have been measures for the purpose of fostering economic recovery or providing tax relief.  Many of the recovery and relief provisions resulting in a reduction of taxable income are currently set to sunset within two fiscal years.  Some of the enacted federal provisions close loopholes and raise revenues to offset the negative fiscal impact of the recovery and relief items.  Therefore, in the out years, updating the Internal Revenue Code reference date could actually increase revenues to the Commonwealth if the proposed legislation is adopted.  Caution should be observed, however.  Congress may extend the sunset dates, thereby negating the positive future impacts.  Once adopted by Kentucky, an extension of a federal provision would be extended for Kentucky purposes, absent specific action by the General Assembly.
As currently enacted for federal purposes, the following estimated fiscal impacts would occur for Kentucky if the proposed legislation were enacted.

Fiscal Year 2011-2012
-$190 million

Fiscal Year 2012-2013
-$95 million

Fiscal Year 2013-2014
+$57 million     
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