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ACT 54

Proposed law exempts from individual and corporate income tax any gratuitous grant, loan, rebate, tax credit, advance
refund, or other qualified disaster relief benefit provided directly or indirectly by the state or federal government as a Covid
-19 relief benefit, if included in federal gross income. This provision is not applicable to any unemployment compensation
benefits provided to a taxpayer.

 Effective upon governor's signature, and shall be retroactively and prospectively applied.

The Department of Revenue may incur some costs to account for this exclusion in the tax processing systems, as well as to
verify refunds associated with amended returns. The department estimates the tax system modifications and testing of
additional adjustments to income components of the tax return and filing mechanism to require roughly $51,000 of IT staff
time.

The Dept. of Revenue reviewed a number of the federal Covid-19 relief acts, as well as state programs that distributed some
of that aid. Considerable uncertainty exists as to whether the aid from any particular relief program is taxable at the federal
level and, thus, at the state level. Some of this aid may show up in federal adjusted gross income, but some would likely
not. To the extent aid is reported in federal adjusted gross income, this bill would exempt that income from state taxation,
and reduce state revenue collections from what they would otherwise be. Foregone tax collections are indeterminable.
However, the effect of any Covid-19 relief on state income tax receipts has not been explicitly incorporated into state
revenue forecasts, from which this bill would require a reduction.

It is possible, though, that the effect of such benefits could show up in tax payments associated with tax return filings for tax
year 2020 that are currently occurring, as well as returns for future tax periods. According to the Dept. of Revenue, as of
mid-April 2021 approximately 1.2 million personal income tax returns 26,000 corporate returns have already been filed).
Thus, the bill may result in refunds of tax payments attributable to those benefits in FY22 and subsequent fiscal years.
To receive such refunds, affected taxpayers would have to file amended returns for each affected tax year. The magnitude
of any such exposure and ultimate refunds against the state fisc is also indeterminable.

REVENUE EXPLANATION

EXPENDITURE EXPLANATION

Provides an individual and corporation income tax exemption for state and federal COVID-19 relief benefits. (gov sig)
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