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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT

	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	2012  REGULAR SESSION
	


MEASURE

	( ) 2012 BR No.
	0845
	
	(X)
	Senate
	Bill No.
	77 SCS 1

	( ) Resolution No.
	
	
	( ) Amendment No.
	

	SUBJECT/TITLE
	AN ACT relating to employee misclassification.

	SPONSOR
	Senator John Schickel


NOTE SUMMARY
	Fiscal Analysis:
	
	
	Impact
	
	
	No Impact
	X
	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)
	
	Indeterminable
	Indeterminable
	Indeterminable

	Expenditures     Increase 
                              (Decrease) 
	
	Indeterminable
	Indeterminable
	Indeterminable

	Net Effect      Positive
                         (Negative)
	
	Indeterminable
	Indeterminable
	Indeterminable


MEASURE'S PURPOSE: SB77 SCS1 prevents contractors from misclassifying employees as independent contractors, protects contractors from liability due to their lower-tier contractors misclassifying their employees, and designates the Finance and Administration Cabinet (Department of Revenue - DOR) as the determining authority for employee classification.
PROVISION/MECHANICS: Section 1 amends KRS 131.010 to define "person," "contractor," "prime contractor," and "subcontractor".
Section 2 amends KRS 131.130 to specify DOR as the determining authority in issues related to the classification of a person as an employee or independent contractor and to exempt operators of commercial vehicles as specified by KRS 186.050(3)(b) from provisions of this Act.

Section 3 creates a new section of KRS Chapter 131 to define characteristics of an independent contractor (Subsections 1 and 2); to stipulate that a prime contractor is not responsible for a subcontractor's misclassification of independent contractors as employees (Subsection 3) and that independent contractors are not eligible for employee benefits provided under KRS Chapters 337, 341, or 342 (Subsection 4); to allow DOR to notify other government agencies when a determination of misclassification has been made (Subsection 5); and to provide an appeals process (Subsection 6).

Section 4 amends KRS 131.340 to grant the Kentucky Board of Tax Appeals jurisdiction over the appeals process.
FISCAL EXPLANATION: It is unknown how many requests for determination of an employee's status will be submitted to DOR.  Also, there are varying tests of determining one's employee status between this Act, the Labor Cabinet, and the Internal Revenue Service; which may result in inconsistent employee classifications.  For these reasons, the fiscal impact is indeterminable.
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