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NOTE SUMMARY
FISCAL ANALYSIS:    INDETERMINABLE IMPACT
 NO IMPACT
 IMPACT

LEVEL(S) OF IMPACT:  
 FEDERAL LOCAL
 STATE

BUDGET UNIT(S) IMPACT: Revenue
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
	
	
	
	($1,900,000)

	EXPENDITURES
	
	
	
	

	NET EFFECT
	
	
	
	($1,900,000)


(   ) indicates a decrease/negative
MEASURE’S PURPOSE: HB 129 creates a new income tax credit that can be claimed by persons who pay bridge tolls to cross the Ohio River to commute to work, and whose income is low enough to qualify for the federal earned income credit.  

PROVISIONS/MECHANICS: A new section of KRS Chapter 141 is created to allow the refundable credit.  A person qualifying for the credit who does not have an income tax liability will receive a refund for the amount of the credit claimed.

FISCAL EXPLANATION: 
The fiscal impact of the bill is dependent on:

1. The amount of the tolls;

2. The number of persons who commute across the river and whose income is low enough to qualify for the federal earned income credit; and

3. When the bridge will be complete and functional, and collecting tolls.

The value of the tax credit proposed in HB 129 for each qualifying person is equal to the amount of the toll for one round trip crossing of a tolled bridge each day, multiplied by the number of work days the toll bridge was crossed.  

Best estimates are that the first fiscal year in which tax credits would impact state revenues is FY 2017-18.  This estimate is based on current projections for completion of the bridge by the end of calendar year 2016.  If tolls are paid during calendar year 2017, tax returns filed for 2017 will be the first returns on which the credit can be claimed.  Returns for 2017 are filed by April 15, 2018, which is in FY 2017-18.

Determining a range for the potential amount of the tax credit requires estimating several variables:

1. How many Kentucky filers are eligible for the federal earned income tax credit (EITC), and how many of those are within commuting distance of the current Ohio River bridges project;

2. Of those who will cross the bridge to commute to work, how many are eligible for the EITC; and

3. What is the expected amount of the tolls?

Per federal IRS data, approximately 415,000 Kentucky income tax filers claim the federal earned income credit.

Information available from the American Community Survey’s 2009-2011 3-year Public Use Microdata, was analyzed to determine the commuting patterns of workers who reside in Jefferson County and the surrounding area and commute to their place of employment in Indiana.  Those commuters who potentially would use a tolled route once the bridges projects are complete and who would also qualify for the federal earned income tax credit were identified.  It was further assumed that each qualified commuter would work 50 weeks each year and make 10 bridge crossings each week for a total of 500 bridge crossings annually per commuter.  

At an expected toll rate of $1 per crossing, the fiscal impact is estimated to be approximately $1.9 million annually.

It should be noted that this credit is a reduction in the General Fund, while the bridge tolls are associated with the Road Fund but are paid into a dedicated pool of funds for retiring the debt for the bridge construction.

DATA SOURCE(S): IRS, Census Bureau, DOT, Bridges Coalition, American Community Survey, LRC Staff
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