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AN ACT relating to tax credits to promote quality education in Kentucky schools.
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Rep. Gooch
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FISCAL SUMMARY

_______________________________________________________________________________

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

Rate of Change

Revenues (+/-)

Minimal
($30,000,000)


Expenditures (+/-)

0
0


Net Effect

Minimal
($30,000,000)


______________________________________________________________________________

MEASURE'S PURPOSE:  

This bill creates a non-refundable education improvement tax credit program for corporations and financial institutions that contribute to non-profit 501(c)(3) education improvement organizations or scholarship organizations.  The maximum credit amounts per corporation and financial institution per year is $75,000. The total amount of credits available for the tax credit program per fiscal year is $15 million for contributions made to scholarship organizations and $15 million for contributions made to education improvement organizations. The Department of Revenue is directed to promulgate regulations and publish lists of scholarship organizations and education improvement organizations that qualify to receive contributions under this Act. Amounts received as scholarship grants are excluded from "adjusted gross income" and are not subject to individual income tax.

Effective for tax years beginning after December 31, 2006.

PROVISION/MECHANICS:  

Creates a new section of KRS Chapter 141, amends KRS 141.010,141.0205, creates a new section of KRS 136.500 to 136.575.

FISCAL EXPLANATION:  

The aggregate value of all the credits provided for under this proposal cannot exceed $15 million per fiscal year for contributions made to scholarship organizations and $15 million per fiscal year for contributions made to education improvement organizations.

The credits are effective for tax years beginning after December 31, 2006. There could be a negative fiscal impact to the General Fund beginning in FY 07.  However, due to the implementation time to put the tax credits in place, the possible impact ($30 million) should not be felt until FY 08 and after.  Based on data from other states with similar tax credits, one could expect that the full amount of available credits would be utilized every year after full implementation.
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