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Current law (Act 125 of 2015) reduced numerous income tax credits and tax incentives applicable to all claims for credits on or after
7/1/15 but before June 30, 2018, regardless of the tax year to which the claim relates. Major categories of tax credits include the citizens
assessment credit, education credit, new jobs credit, recycling credit, and milk producers credit, among others. The maximum alternative
fuel credit for new vehicles is reduced by 50% to $1,500. Tax incentives impacted in the bill are the digital media, angel investor, live
music and theater productions, sound recording, brownfields, technology commercialization, and others beginning with new applications.
Reductions in the ports credits, import/export cargo and green jobs credit are effective with all credits claimed on or after 7/1/15, instead
of new applications. However, benefits reduced on returns filed after 7/1/15 pursuant to an extension filed prior to 7/1/15 can be recouped
in one-third increments over three subsequent fiscal years, beginning with CY17 (FY 18). The reductions are not applicable to amended
returns timely filed after 7/1/15, relating to original returns filed prior to 7/1/15 and properly claiming an exemption, credit, rebate, or
deduction. Proposed law extends the changes of Act 125 of 2015 for as long as HB 62 of this session remains in effect. HB 62 broadens the
state sales tax base and increases the state tax rate. As enrolled, HB 62 terminates on July 1, 2018. 

There is no anticipated direct material effect on governmental expenditures as a result of this measure.

Act 125 of 2015 currently expires on July 1, 2018, with net state revenue gains currently anticipated through FY18 before
recoupment provisions and termination of the Act result in net revenue losses in FY19 and FY20. Then the revenue baseline
returns to its pre-Act 125 path.

As enrolled, HB 62 of 2016 terminates on July 1, 2018, the same date as Act 125 of 2015. Thus, this bill has no effect on the
term and anticipated revenue effect of Act 125 of 2015.

Estimated net revenue gains already anticipated from Act 125 are $33.5 million in FY17, then dropping to $27.6 million in
FY18 as recoupment provisions begin to have effect. Revenue effects then go negative at -$2.9 million in FY19 and -$3.6
million in FY20, as the Act terminates at the end of FY18 and recoupment provisions continue. 

REVENUE EXPLANATION
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Repeals the three-year sunset of certain reductions to income and corporation franchise tax credits  (Item #10)
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