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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT

	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	2012  REGULAR SESSION
	


MEASURE
	(X ) 2012 BR No.
	 1491
	
	( X)
	House 
	Bill No.
	499 GA

	( ) Resolution No.
	
	
	( ) Amendment No.
	

	SUBJECT/TITLE
	AN ACT relating to fiscal matters and declaring an emergency.

	SPONSOR
	Rep. Rick Rand


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
	
	2012-2013
	2013-2014
	Future Annual

Rate of Change

	Revenues          Increase

                             (Decrease)


	
	$56,654,000
	($34,974,000)
	

	Expenditures     Increase 

                              (Decrease)

  
	
	
	
	

	Net Effect      Positive

                         (Negative)


	
	$56,654,000
	($34,974,000)
	


MEASURE'S PURPOSE:  HB 499 provides for a tax amnesty program to be conducted within the 2012-2013 fiscal year and provides additional tools to the Department of Revenue for the enhanced collection of delinquent tax liabilities.  The bill also provides the other revenue measures which support the Executive Branch Budget Bill, HB 265.
PROVISION/MECHANICS:   
Tax Amnesty:  The tax amnesty program is available to taxpayers owing certain taxes, penalties, fees, or interest subject to the administrative jurisdiction of the Department of Revenue.  The program does not apply to property taxes or penalties imposed related to cigarette or fuels licenses.  The program applies to tax liabilities for the taxable periods ending or transactions occurring after December 1, 2001, and prior to October 1, 2011.

During the amnesty period, the taxpayer must agree to pay all of the tax and one-half of the interest due for all amnesty-eligible liabilities.  In response, one-half of the interest and all penalties and fees will be waived.  Installment payment agreements are allowed if the amnesty amount is paid in full by May 31, 2013.  The taxpayer must also agree to file all tax returns and make all tax payments when due for three years following the date amnesty is granted to the taxpayer.

After the amnesty period, cost-of-collection fees and additional interest of 2% are imposed by the department on any amnesty-eligible tax liability that remains unpaid.  Amnesty is invalidated if the taxpayer fails to timely file any tax return or pay any tax and interest when due for any taxable period ending after December 1, 2001, and prior to October 1, 2011, and any taxable period beginning October 1, 2011, and ending within 3 years of the date amnesty was granted to the taxpayer.

Post-Amnesty Licensing Compliance:  The Department of Revenue may identify licensing agencies from which it wants to obtain information for the purposes of tax compliance.  Any licensing agency identified by the department shall work with the department to develop a process to provide the department with information about its licensees.

Post-Amnesty Reporting:  Finally, the Department of Revenue must provide a written report to the Interim Joint Committee on Appropriations and Revenue on or before September 15, 2012, 2013, and 2014, providing a separate breakdown, both for the reporting period and cumulatively, of additional revenue collected as a result of amnesty, additional staff authorized by the 2012-2014 biennial budget, and additional staff hired to enhance compliance and collections with funds provided during the 2009 Extraordinary Session.
Office of Attorney General:  KRS 48.005 is amended to allow the Attorney General to first recover its reasonable costs of litigation, as determined by the court and approved by the secretary of Finance.  After recovering the reasonable costs, any required consumer restitution or payments are to be made.  All remaining fund are then deposited in the general fund surplus account.

Waste Tire Trust Fund:  KRS 224.50-868 is amended to remove the sunset date for the fee, making the fee permanent.  2010 SS HB 2 extended the sunset date until June 30, 2012.

Employee Misclassification:  Various new KRS sections are created requiring Revenue, Insurance, Labor, and Workforce Development to execute information-sharing agreements regarding the situations where an employer incorrectly classifies its employee as an independent contractor.  Each agency is to appoint an information coordinator and report to the Interim Joint Committee on Appropriations and Revenue regarding legislative or administrative changes needed to enhance proper classification of employees.
Coal Severance Tax Distribution:  Various KRS sections are amended to eliminate the $19 million off-the-top distribution to the Kentucky Workers’ Compensation Funding Commission.

Noncodified Provisions:  
· A one-half of one percent administrative fee is authorized for the Kentucky Infrastructure Authority for the administration of each project funded by the Infrastructure for Economic Development fund for Coal-Producing Counties and the Infrastructure for Economic Development Fund for Tobacco Counties.

· The Office of the Attorney General may present proposal to state agencies specifying legal work that is presently accomplished through personal service contracts that indicate the Office’s capacity to perform the work at a lesser cost.

· Additional expenses incurred by the Auditor of Public Accounts for required audits of Federal, State, and Local audits shall be charged to the audited government or agency.

· The insurance surcharge rate shall be calculated at a rate to provide sufficient funds for the firefighters Foundation Program Fund and the Kentucky Law Enforcement Foundation Program Fund.

· Unclaimed securities held by the Department of the Treasury may be sold as determined by the Secretary of the Finance and Administrative Cabinet regarding the market structure and the financial status of the Commonwealth.
· Premium and Retaliatory Taxes shall be credited to the General Fund.  

· No license fee or tax imposed by a local government shall apply to premiums paid to insurance companies or surplus lines brokers by non-profit self-insurance groups whose membership consists of any political subdivision of the Commonwealth.
· KRS 48.112 is repealed.

FISCAL EXPLANATION:  A positive fiscal impact is estimated for the first year of the biennium and a negative fiscal impact is estimated for the second year of the biennium, as shown in this chart:
	
	FY 2012-2013
	FY 2013-2014
	Total

	Tax Amnesty
	$55,680,000
	($37,410,000)
	$18,270,000

	Post Amnesty Interest
	974,000
	2,436,000
	3,410,000

	Total
	$56,564,000
	($34,974,000)
	$21,680,000
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