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FISCAL SUMMARY

_______________________________________________________________________________

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

Rate of Change

Revenues (+/-)
0
$192 million
$142 million
$182 million

Expenditures (+/-)





Net Effect
0
$192 million
$142 million
$182 million

______________________________________________________________________________

MEASURE'S PURPOSE: 

Omnibus tax reform.  Increase individual income tax rates, provide a refundable earned income credit, increase Ky. estate tax by decoupling from the federal phase-out, impose sales tax on a list of selected services.

PROVISION/MECHANICS:  

Amend KRS 141.020 to increase the tax rate on income over $75,000; amend KRS 141.066 to establish a refundable earned income tax credit at 15% of the federal credit; amend KRS 140.130 to decouple from the federal estate tax phase-out; amend KRS 139.200 to include a list of selected services as subject to sales tax; amend KRS 139.120 to conform; amend KRS 139.480 to allow sales tax exemption on pollution control equipment not required by the federal government; amend KRS 141.0205 to recognize changes to income tax credits; make income tax provisions effective for tax years beginning on or after January 1, 2006, make estate tax provisions effective for deaths on or after August 1, 2006, make some sales tax provisions effective August 1, 2006

FISCAL EXPLANATION:  

Each provision has a fiscal impact, all except the refundable earned income credit are positive to the General Fund.  Estimates are generally provided by the sponsor and confirmed by LRC staff and executive branch analysis.  

1.
The income tax rate bracket changes are estimated to generate between $160 and $180 million annually.

2.
The refundable earned income tax credit is estimated to cost between $75 and $85 million annually.

3.
The estate tax de-coupling is expected to generate $35 to $50 million annually.

4.
The extension of sales tax to selected services is expected to generate $ 50 to $55 million annually.

FY 06 would have no measurable impact, as most changes relate to FY07. 

Income tax changes that relate to calendar year 06 would likely not be implemented in time to impact FY06. Income tax changes for FY07 would include the ‘catch up’ portion of the first half of calendar 06, plus the full year for FY07.

Sales tax changes would include 10 months in FY07, and 12 months thereafter.

Estate tax changes would have no effect on FY06 or FY07, and a smaller impact on FY08.  Estate taxes are due 18 months after the date of death.  Accordingly, the first expected impact would be in the early months of 2008.

DATA SOURCE(S)
Institute on Taxation and Economic Policy; Federation of Tax Administrators; GOEA; Department of Revenue; LRC staff.
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