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SUBJECT/TITLE
AN ACT relating to tax credits for supplemental military pay.

SPONSOR
Rep. Mike Cherry
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FISCAL SUMMARY

_______________________________________________________________________________

Fiscal Estimates
2005-2006
2006-2007
2007-2008
Future Annual

Rate of Change

Revenues (+/-)

($1 Million)
($1 Million)
($1 Million)

Expenditures (+/-)





Net Effect

($1 Million)
($1 Million)
($1 Million)

______________________________________________________________________________

MEASURE'S PURPOSE:  

This bill provides a tax credit for employers who provide ‘supplemental pay’ to persons who are activated military persons.  Supplemental pay is defined as the difference between civilian pay and military active duty pay.  The bill also provides full supplemental pay for any activated state employee.

PROVISION/MECHANICS:  

A new section of KRS Chapter 141 is created that provides the tax credit.

FISCAL EXPLANATION:  

Estimates are based on an assumption of 2,000 to 2,500 activated individuals, with an estimated average pay differential of $1,000  or less annually.  While some persons will have a significant pay differential, the average person going onto active duty and going into a combat zone will not receive lower pay than as a civilian.  Per the Kentucky Army National Guard, the average activated individual will receive total compensation (base/regular pay, combat pay, travel, insurance, retirement) of between $60,000 and $65,000 annually.  Persons who are activated but not going into a combat zone are a small portion of activations, and would receive base pay and some enhancements, but not combat pay.  

Best estimates are that 95% of time spent on activations is combat related.  Activations for non-combat related activities tend to be of fewer individuals and of shorter duration (for example, natural disaster aid).

An employer who provides supplemental pay is entitled to claim a credit equal to 50% of the supplemental pay.

If all employers provided supplemental pay, the expected cost of the credit based on these estimates would be approximately $1 million annually.

The bill applies to tax year 2006 and forward.  Accordingly, the impact in FY 06 would be minimal, and the full impact would be felt beginning in FY 07.

DATA SOURCE(S)
Dept. Revenue, Dept. Military Affairs, GOEA, LRC staff.
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