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	SUBJECT/TITLE
	An Act relating to the financing of medical care.


	SPONSOR
	J.R. Gray


NOTE SUMMARY

	Fiscal Analysis:
	               Impact
	          X     No Impact
	         Indeterminable Impact

	Level(s) of Impact:
	                  State
	                       Local
	               Federal


	Budget Unit(s) Impact
	


	Fund(s) Impact:
	              General
	                Road
	               Federal


	
	                     Restricted Agency (Type)
	               (Other)


FISCAL SUMMARY

______________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	0
	0
	

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	0
	0
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  

The proposed legislation provides for an excluding from gross income amounts contributed to or distributed from a medical savings account on behalf of an individual, spouse or dependent of an individual to the extent provided in 26 USC Section 220. The account must be established in accordance with the rules of 26 USC Section 220, except the limitation on the number of taxpayers having medical savings accounts do not apply.  The legislation also allows an exclusion for employers of amounts contributed to a medical savings account on behalf of an employee the employee's spouse or dependents. In addition, the proposed legislation requires that one of the standard health benefit plans be a high deductible health plan, as defined in 26 USC Section 220.

PROVISION/MECHANICS:  

The proposed legislation creates a new Section of KRS Chapter 141 to exclude from gross income amounts contributed to or distributed from a medical savings account on behalf of an individual, spouse or dependent of an individual to the extent provided in 26 USC Section 220. The account must be established in accordance with the rules of 26 USC Section 220, except the limitation on the number of taxpayers having medical savings accounts do not apply. The legislation also allows an exclusion for employers of amounts contributed to a medical savings account on behalf of an employee the employee's spouse or dependents. In addition, the proposed legislation amends KRS 304.17A-160 to require that one of the standard health benefit plans be a high deductible health plan, as defined in 26 USC Section 220.

FISCAL EXPLANATION:  

In determining Kentucky income tax liability, the taxpayer begins with federal adjusted gross income.  The medical savings account contributions are already deducted in determining adjusted gross income for federal purposes, so Kentucky taxpayers already have the benefit of this deduction without this legislation. 

The exclusion allowed for employers is already permitted under the Internal Revenue Code, so employers have the benefit of this exclusion without this legislation.  Therefore, there is no fiscal impact.

	DATA SOURCE(S)
	Kentucky Revenue Cabinet, Internal Revenue Code of 1986, Individual Income Tax Return Instructions 1997
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