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AN ACT relating to income taxation.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 141.016 is amended to read as follows:

(1)
If the federal adjusted gross income of husband or wife is entered on a separate federal return, their Kentucky adjusted gross incomes may be entered on their separate Kentucky tax returns as provided for under subsection (3)(a) or (b) of this section or their joint Kentucky tax return as they so elect.

(2)
If the federal adjusted gross income of husband and wife is entered on a joint federal return, or if neither files a federal return:

(a)
Their adjusted gross income shall be entered on their joint Kentucky tax return; or

(b)
Separate adjusted gross incomes may be entered on their separate Kentucky tax returns as provided for under subsection (3)(a) or (b) of this section if they so elect.

(3)
Where husband and wife have not separately reported and claimed items of income and adjustments of income for federal income tax purposes, and have not elected to file a joint Kentucky income tax return, such items allowable for Kentucky income tax purposes shall be allocated and adjusted as follows:

(a)
1.
Income shall be allocated to the spouse who earned the income or with respect to whose property the income is attributable; and

2.[(b)]
Allowable deductions with respect to trade, business, or production of income shall be allocated to the spouse to whom attributable; or

(b)
1.
Income shall be evenly divided between spouses regardless of which spouse earned the income or with respect to whose property the income is attributable; and
2.
Allowable deductions with respect to trade, business, or production of income shall be divided evenly between spouses regardless of to which spouse the income is attributable.

Section 2.   The amendment contained in this Act shall apply for taxable years beginning after December 31, 1997.

Page 1 of 2
BR122100.100-1221



