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Part I:  Measure Information

	Bill Request #:
	396


	Bill #:
	HB 69/GA


	Bill Subject/Title:
	AN ACT relating to automated business record falsification devices.


	Sponsor:
	Representative Denver Butler


	Unit of Government:
	X
	City
	X
	County
	X
	Urban-County

	
	X
	Charter County
	X
	Consolidated Local
	X
	Unified Local Government


	Office(s) Impacted:
	Local governments, local law enforcement, county attorneys, and local jails


	Requirement:
	X
	Mandatory
	 
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties:
	 
	Modifies Existing
	X
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 69/GA creates a new section of KRS Chapter 517 Business and Commercial Frauds.  The bill bans the possession of automated business record falsification devices.  These devices commonly known as zappers or phantom-ware use software installed on point-of-sale terminals to evade retail sales tax.  The software manipulates electronic records to hide and/or under report sales.     

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
The fiscal impact of HB 69/GA on local governments is indeterminable, but expected to be minimal.  

The bill will have costs associated with the expense of jailing individuals convicted of possessing a zapper.  Few prosecutions resulting in incarcerations are expected, and thus, the costs are expected to be minimal.  Any costs may be offset by fines, forfeiture of property and ill-gotten gains and improved sales tax collection.  It is unknown how many Kentucky businesses currently utilize zappers to commit tax fraud.

HB 69/GA makes it a Class D felony to possess a tax zapper.  The bill requires the forfeiture of the device and all proceeds associated with its creation, sale or usage.  Additionally, the Department of Revenue is required to revoke all departmentally issued permits for 10 years.

Local governments are responsible for the cost of incarcerating individuals who are charged with a felony (if they do not make bail) until disposition of the case.  While the expense of housing inmates varies by jail, each additional inmate will increase facility costs by an estimated average of $33.26 per day.  Upon sentencing, most Class D felons are housed in any one of 79 full service jails for the duration of their sentence.  The state pays at the rate of $33.26
 a day which includes a medical allowance for these prisoners. This amount may or may not cover the cost of housing the felon in a local facility.     

	Data Source(s):
	LRC Staff; An American Look at Zappers: A Paper for the Physikalisch-Technische Bundesanstalt, Revisionssicheres System Zur Aufzechnung Von Kassenvorgangen Und Messinformationenthe, R. Ainsworth, Boston University School of Law Working Paper No. 12-14 (March 19, 2012). 
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