
 
 
 
 

March 11, 2022 
 
 
The Honorable Jason Petrie  
Chair, House Committee on Appropriations & 
Revenue 
702 Capital Avenue, Annex Room 392 
Frankfort, KY 40601 

The Honorable Christian McDaniel  
Chair, Senate Committee on Appropriations & 
Revenue 
702 Capital Avenue, Annex Room 203 
Frankfort, KY 40601 

 
Chairs Petrie and McDaniel: 
 
The S Corporation Association has been engaged in a national effort to enact SALT Parirty legislation 
since 2018, and we have drafted and/or actively supported the enactment of SALT Parity bills in a 
majority of states to date. We also worked with the Treasury Department to recognize the validity of the 
SALT Parity bills, laying the groundwork for Notice 2020-75.   
 
With that with history in mind, we have several friendly suggestions for amendments to Section 16 of 
your year-end revenue bill, including the following: 
 

• The draft appears to be limited to individual taxpayers and excludes trusts and other forms of 
ownership.  This would prevent many family businesses from making the election and is a total 
outlier compared to the vast majority of states adopting our reform. Suggested language to 
address this issue is attached.   
 

• The 5 percent reduction in the tax credit appears to be designed to raise revenue for the state, 
rather than to correlate the credit with the taxes owed by the business owners? Of the 30 states 
that have enacted SALT Parity legislation, only three have attempted haircuts to raise revenue – 
California, Massachusetts, and Connecticut. The Massachusetts Governor opposed the haircut 
and vetoed the bill, only to be overridden, while in Connecticut they are now attempting to undo 
the haircut because of its unpopularity. 

 
Pass-through businesses are the backbone of Kentucky’s economy – they represent the majority of 
businesses and they employ the majority of workers. SALT Parity will help these businesses by reducing 
their federal tax burden without reducing tax collections the state.   
 
The provision has the potential to be a win-win for the state and its business owners.  We strongly 
encourage you to consider these suggested changes, and appreciate all the hard work that has gone into 
crafting this legislation.   
 
Sincerely, 

 
Brian Reardon 
President 
S Corporation Association 
  



Additional Comments –  
 

1. Pages 74 to 75 of current bill (See attached): 
a. The “in lieu of” change is necessary, because the taxes can't be paid “on behalf of” 

the ultimate owners. That would defeat the whole purpose of making this an entity-
level tax that is deductible, rather than an individual-level tax that is not. 

b. The “ultimate” partner, member, or shareholder of the pass-through entity change is 
needed, because there are numerous non-individual shareholders that should be 
eligible for this treatment. For example, grantor trusts, qualified subchapter S trusts, 
electing small business trusts, decedent’s estates and bankruptcy estates are all 
eligible to be S corporation shareholders, and the election should be available for 
income allocable to them. See item 2. below also. 

c. The 100% change is only fair. It certainly appears that state income tax is grossed up 
in determining taxable income at the state level.  
 

2. Insert on page 91 of current bill: (37)  
 

“Ultimate partner, member, or shareholder of the pass-through entity” means the direct or 
indirect partner, member, or shareholder that would be subject to tax on the income 
passed through from the pass-through entity; and 
 

3. Kentucky should allow credit for entity-level taxes in other states, just as those states allow 
credit for Kentucky’s entity-level taxes. Insert at the end of current Section 141.070 (1) of the 
Kentucky statutes:  
 

“For purposes of the foregoing provision, the ultimate partner, member, or shareholder of 
a pass-through entity shall be treated as being liable for income tax paid to another state 
by the pass-through entity.”  
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