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NOTE SUMMARY
FISCAL ANALYSIS:    INDETERMINABLE IMPACT
 NO IMPACT
 IMPACT

LEVEL(S) OF IMPACT:  
 FEDERAL LOCAL
 STATE

BUDGET UNIT(S) IMPACT:      
FUND(S) IMPACT:       RESTRICTED AGENCY  FEDERAL  ROAD  GENERAL   OTHER

FISCAL SUMMARY

	FISCAL ESTIMATES
	2013-2014
	2014-2015
	2015-2016
	ANNUAL IMPACT AT FULL IMPLEMENTATION

	REVENUES
	
	
	($50,000,000)
	($50,000,000)
FY 2015-2016

	EXPENDITURES
	
	
	
	

	NET EFFECT
	
	
	($50,000,000)
	($50,000,000)


(   ) indicates a decrease/negative
MEASURE’S PURPOSE: This bill, if enacted, creates two (2) new types of nonrefundable tax credits for taxable years beginning after December 31, 2014 which may be applied against the individual income tax, corporation income tax, the limited liability entity tax, or the bank franchise tax. 
The Commonwealth school improvement tax credit would be available to taxpayers who make cash contributions to the Commonwealth school improvement fund established under KRS 158.805 which provides grants to schools to meet the educational needs of the students and raise the school’s performance level. The tax credit would be equal to the lesser of 50% of the total cash contributions made during the taxable year or $200,000 per taxpayer per taxable year. The Commonwealth school improvement tax credit would be capped at $35,000,000 each fiscal year. 
The tuition assistance tax credit would be available to taxpayers who make donations of cash or personal property during a taxable year to one (1) or more qualified tuition assistance organizations who provide tuition assistance to students in kindergarten through twelfth grade to attend a public or nonpublic kindergarten, or a public or nonpublic elementary or secondary school located within this state. The tax credit would be equal to the lesser of 50% of the total donations of cash or personal property made to qualified tuition assistance organizations during the taxable year, or $200,000 per taxpayer per taxable year. The tuition assistance tax credit would be capped at $15,000,000 each fiscal year. Amounts received as tuition assistance from a tuition assistance organization are also exempted from individual income tax.
PROVISIONS/MECHANICS: Section 1 creates a new section of KRS Chapter 141 to establish the Commonwealth school improvement tax credit which may be taken against the tax imposed under KRS 141.020 or 141.040 and 141.0401.
Section 2 creates a new section of KRS Chapter 141 to establish the tuition assistance tax credit which may be taken against the tax imposed under KRS 141.020 or 141.040 and 141.0401.

Section 3 amends KRS 141.010 to exclude from “adjusted gross receipts” amounts received as tuition assistance from a tuition assistance organization, thus making those amounts exempt from individual income tax.
Section 4 amends KRS 141.0205 to provide the order in which the income tax credits may be taken.

Section 5 creates a new section of KRS Chapter 136.500 to 136.575 to provide a nonrefundable tax credit against the tax imposed by KRS 136.505 for cash contributions made during a tax year to the Commonwealth school improvement fund, and to provide a nonrefundable tax credit against the tax imposed by KRS 136.505 for contributions made during a tax year to one (1) or more tuition assistance organizations.
FISCAL EXPLANATION: This proposal, if enacted, will have a negative impact to the General Fund of $50 million for fiscal year 2015-2016 and $50 million each fiscal year thereafter. Based upon the experience of other states with similar tax credits, it is expected that the full amount of available credits will be utilized every year.
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