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Current law allows taxpayers to file for a 6-month extension for taxes due on May 15. With the extension, taxpayers must make an
estimated payment by May 15 and file the tax return by November 15. The taxpayer will be assessed a late filing penalty of 5% of taxes
due per 30 days up to 25% if an extension is not filed by May 15 or a return is not filed by November 15. The taxpayer will be assessed a
late payment penalty of 5% of taxes due per 30 days (individual income tax is 0.5%) up to 25% if payment is not filed by May 15. The
combined penalty for late filing and late payment cannot exceed 25% of taxes due.

Proposed law retains current law but removes the extension filing requirement for corporate, individual, partnership and fiduciary income
tax by automatically applying a 6 month filing deadline extension. The taxpayer is still required to make an estimated payment by May 15
and file a tax return by November 15 (or 6 months). Late filing penalties would no longer be assessed for these taxes prior to the 6 month
extension if the return is filed by the extension deadline, but the late filing penalty will be assessed back to the original due date if the
return is not filed by the extension deadline. Delinquent payment penalties may still be assessed if a payment is not made.

There is no anticipated direct material effect on governmental expenditures as a result of this measure. The Department of
Revenue reports expenditures of approximately $50,000 for computer system modification, tax form redesign and testing to
be absorbed in the current budget. The cumulative effect of all new legislation determined at the end of session may require
additional resources.

This bill reduces penalties that currently accrue to the state general fund by allowing an automatic 6-month filing extension
on income tax. Any late filing penalties assessed on these taxes within 6 months of the original due date will no longer be
available to the state general fund (late filing penalties are assessed before late payment penalties.) Additionally, taxpayers
filing a return after the automatic extension deadline will be assessed a late filing penalty dating back to the original due
date, which will increase state general fund as the penalty is assessed over a longer period of time and ultimately reaches
the maximum of 25%. Actual figures for personal and corporate income tax penalties historically are being analyzed by the
Department. Preliminary data indicates that, had this bill been in effect in FY17 and FY18, the net impact to the state
general fund may be positive due to the impact of imposing the late filing penalty back to the due date instead of the
extension deadline for corporate income tax, though the realized annual impact will fluctuate based on actual taxpayer
behavior and tax liabilities.

The bill does not impact tax liabilities and only removes the mandatory filing of an extension. All other aspects of tax filing
obligations, including an estimated payment by the due date, remain in place.
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