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A Error in determining the correct number of allowable tax credits and/or each taxpayer must claim all 
his or her own credits including the credits for age and blindness.  Spouses may divide the tax 
credits for dependents. 

AA Personal tax credits were not entered in section B of your return.  Credit has been allowed based on 
filing status. 

AB Personal tax credits were entered in section B of your return but were not deducted from your tax.   
Your tax return has been adjusted.  

AM Explanation of changes on Form 740-X was not submitted.  Refund denied. 

B Amount entered on Form 740 as federal adjusted gross income does not agree with adjusted gross 
income shown on the federal return. 

BA Amount entered on Form 740 or 740-EZ as wages does not match those shown on the wage and 
tax statements(s). 

BS The Schedule C and/or Schedule F losses claimed on your return have been adjusted or disallowed. 

BU Unemployment compensation is taxable to the taxpayer’s state of residence regardless of which 
state paid the income. 

C The amount of estimated tax and/or credit from previous year claimed on your return does not agree 
with our records. 

CF NO MESSAGE GENERATED:  GENERATES the credit forward adjustment letter.  Use for Trans 
Codes "S" or "4". 

C1 A review of the Kentucky Department of Revenue records indicates that Form 740 or Form 740-NP 
for tax year 2014 is not on file.  Please submit this form if you meet the filing requirements. 

D Subtractions from income on Schedule M are limited to the amounts included as taxable income on 
the federal return. 

DA Amounts carried to page 1, Form 740, are not consistent with those computed on Schedule M. 

DB Retirement or pension income exclusion was not claimed or was calculated incorrectly.  Your tax 
return has been adjusted. 

DC Prepaid debit cards cannot be issued for an amended return. 

DD Direct deposit or prepaid debit card changed to a paper check per your request. 

DE Direct deposit is not valid for Form 740-NP Kentucky Individual Income Tax Return – Nonresident or 
Part-Year Resident. 

DF Direct debit of tax due rejected.  You will be allowed 10 days from the date of this notice to make a 
payment without additional penalty/interest. 

DG Direct debit of estimate tax rejected.  

D2 NO MESSAGE GENERATED:  display error code on PF3 for information purposes only (program 
like error code "SI") Duplicate Return 

E Mathematical error in computing taxable income. 
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E1 Error in computing taxable income.  Active duty military pay is exempt from Kentucky income tax. 

F Medical expenses on Schedule A must be reduced by 7.5 percent or 10 percent of Kentucky 
adjusted gross income based on the age limitation for the appropriate tax year. 

FA Error in calculating total contributions on Kentucky Schedule A. 

FB Error in calculating total casualty and theft loss(es) on Kentucky Schedule A. 

FC Error in calculating job expenses and other miscellaneous deductions on Kentucky Schedule A. 
FD The amount shown on your return as itemized deductions does not match the total shown on 

Schedule A. 
FE Amount of taxes claimed as itemized deductions has been adjusted. 

FF Changes have been made to the Kentucky Schedule A, Itemized Deductions Limitation Schedule, 
after Kentucky forms were finalized.  Due to these changes, the limitation amount on your Schedule 
A has been adjusted. 

FI An adjustment has been made to the amount of personal property taxes claimed on Schedule A. 
FO An adjustment has been made to the amount of job expenses and/or miscellaneous expenses 

claimed on Schedule A. 
G Your return was received incomplete.  Tax was computed from information on the return. 
GF We were unable to verify the federal adjusted gross income reported on your Kentucky return 

because a federal return was not submitted.   
H Error in computing low income credit or failure to claim low income credit. 
HB Based on family size 1, the amount of the family size tax credit claimed on your return has been 

adjusted. 
HC Based on family size 2, the amount of the family size tax credit claimed on your return has been 

adjusted. 
HD Based on family size 3, the amount of the family size tax credit claimed on your return has been 

adjusted. 
HE Based on family size 4, the amount of the family size tax credit claimed on your return has been 

adjusted. 
HF Total family size on your return has been adjusted.  Information needed to verify total family size on 

Form 740 or Form 740-NP, Sections B and C, was missing or incomplete. 

HG Family size tax credit has been adjusted or disallowed.  Lump sum distributions must be included 
when determining modified gross income. 

HH The family size tax credit is computed by the greater amount of federal modified adjusted gross 
income or the Kentucky adjusted gross income.  

HI The amount of the family size tax credit claimed on your return has been adjusted as a result of 
dependent(s) not qualifying for the credit.  Proof that dependent resides within your household and 
that one-half of the support was provided by you is required. 
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I The previous year’s overpayment that was credited to estimated tax and/or all payments credited to 
your estimated tax account were not claimed.  Your return was adjusted accordingly. 

J Your individual income tax installment payment request has been received.  Please contact the 
Division of Collections within 30 days of the date of this notice to formalize the payment agreement.  
The Division may be reached by telephone at (502) 564-4921.  Extension 5354 

K State income tax, federal income tax, utility tax or sales and use taxes are not allowed as a 
Kentucky itemized deduction. 

KE Keying Error - NO MESSAGE GENERATED:  display error code on PF3 for information purposes 
only (program like error code "SI") 

L A portion of your overpayment was retained to satisfy an outstanding state or federal tax liability or a 
claim made by a state agency. 

M The amount shown as federal child and dependent care credit does not match the amount shown on 
the federal return. 

MA Error in computing child and dependent care credit. Federal Form 2441-Child and Dependent Care 
Expense was not submitted. 

MB Error in computing the amount claimed for education tuition tax credit.  Your return has been 
adjusted. 

MC Only undergraduate studies at Kentucky institutions qualify for the education tuition tax credit.  Your 
credit has been adjusted or disallowed. 

MD You claimed a carryforward credit for the education tuition tax credit from a previous tax year on 
Form 8863-K.  The carryforward could not be verified. 

ME Education tuition cannot be verified.  Form 8863-K was incomplete or not attached. 
MF Your adjusted gross income is over the income limit to qualify for the education tuition tax credit. 

MG You cannot claim the education tuition tax credit if you claimed the tuition and fees deduction on the 
federal tax return. 

MH Your education tuition tax credit carryforward from a prior year has been disallowed.  The Form 
8863-K was not filed with the prior year return to establish the credit.  

MK American Opportunity Credit has been adjusted or disallowed. 

ML Education Tuition Tax Credit could not be verified.  Federal Form 8863 was incomplete or not 
attached. 

N Low income credit for part-year residents of Kentucky is based on the percentage of Kentucky 
income to total income.  Full-year nonresidents are not entitled to this credit. 

O Due to an error on your return, your total overpayment has been adjusted.  Your credit forward to 
next year remains the same and you will receive a refund of the difference. 

P Mathematical error in totaling itemized deductions and/or deductions must be prorated between 
husband and wife based upon percentage of income. 

Q Error in tax computation or in reading tax table. 
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R The standard deduction is $2,440 for single taxpayers or those taxpayers filing a joint return.  The 
amount claimed in excess of $2,440 has been disallowed. 

R1 Your refund of $_____ has been adjusted to $0.   
Note:  This error code automatically generates a letter 
Condition:  Original trans code “2” changed to trans code 4 

R2 Your return was adjusted and the amount due is zero. 
Note:  This error code automatically generates a letter 
Condition:  Original trans code of 3 or C to trans code of 4 

R3 Your refund was denied because the other states return was not attached. 
Note:  This error code automatically generates a letter 
Condition:  Return code = NP & NPR; Original trans code “2” changed to trans code 4 

R4 Your refund has been denied and your credit forward is reduced to $______. 
Note:  This error code automatically generates a letter 
Condition:  Original trans code “2” plus trans amt >0 in both refund & crd fwd fields changed to trans 
code S plus trans amt is zero or blank PLUS amt is >0 in crd fwd field 

S Your return has been adjusted to allow the $2,440 standard deduction. 
SA Itemized deductions were disallowed because Schedule A, Itemized Deductions Schedule, was not 

submitted.  Standard deduction has been allowed. 

SI NO MESSAGE GENERATED:  Special Investigations 
SM Subtractions from your Schedule M were disallowed because Schedule M, Federal Adjusted Gross 

Income Modifications, was not submitted. 
T Your return has been adjusted because requested information was not submitted. 

T1 Your return has been adjusted because submitted documentation was insufficient.  

T2 The $175 minimum corporate tax paid is not an allowable credit against individual income tax.   
T3 Refundable/nonrefundable Corporate Tax Credit was not substantiated by a copy of Schedule(s) K-

1 or Form(s) 725. 
T4 A separate Kentucky Corporate Tax Credit Worksheet must be completed for each entity.  Return 

adjusted.  
T5 Your return has been adjusted due to an error in completing Kentucky Corporate Tax Credit 

Worksheet. 
T6 Nonrefundable corporation tax credit was claimed as a refundable corporation tax credit in error.  

Return has been adjusted. 

T7 Refundable Kentucky corporation tax credit is disallowed.  Income from pass through entities or from 
disregarded single member LLC’s taxed under KRS 141.420(3)(c) must be greater than $216,600.  

T8 The $175.00 minimum limited liability entity tax paid is not an allowable credit against individual 
income tax.  
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TA Amount claimed as refundable Kentucky corporation tax credit (KRS 141.420(3) (c)) has been 
adjusted or was disallowed.   

TB Amount claimed for nonrefundable Kentucky corporation tax credit (KRS 141.420(3)) has been 
adjusted or was disallowed.  

TC Amount claimed for skills training investment credit has been adjusted or was disallowed because 
copy(ies) of certification was not received. 

TD Amount claimed for non-refundable certified rehabilitation credit has been adjusted or was 
disallowed because proper documentation was not received. 

TE Credit amount claimed for hiring qualified unemployed persons has been adjusted or was disallowed 
because Schedule UTC was not received. 

TF Credit amount claimed for recycling and/or composting equipment has been adjusted or was 
disallowed because Schedule RC was not received. 

TG Amount claimed for Kentucky Investment Fund credit has been adjusted or was disallowed because 
copy(ies) of certification was not received. 

TH Credit amount claimed for purchases of Kentucky coal used for generating electricity has been 
adjusted or was disallowed because copy(ies) of certification was not received. 

TI Amount claimed for qualified research facility credit has been adjusted or was disallowed because 
Schedule QR was not received. 

TJ Amount claimed for GED incentive credit has been adjusted or was disallowed because Form 
DAEL-31 was not received. 

TK Amount claimed for environmental remediation (Brownfield) credit has been adjusted or was 
disallowed because proper documentation was not received.  

TL Credit amount claimed for production or blending of biodiesel fuels has been adjusted or was 
disallowed because proper documentation was not received. 

TM Amount claimed for Education Tuition Tax Credit has been disallowed.  Married taxpayers filing 
separate returns do not qualify for this credit. 

TN Credit amount claimed for environmental stewardship has been adjusted or was disallowed because 
proper documentation was not received. 

TO Credit amount claimed for clean coal incentive has been adjusted or was disallowed because proper 
documentation was not received. 

TP Amount claimed as Limited Liability Entity Tax Credit (141.0401(2)) has been adjusted or 
disallowed. 

TQ Amount claimed as unemployment tax credit disallowed.  Unemployment income reported does not 
quality for this credit. 

TS Amount claimed as ethanol tax credit has been adjusted or disallowed.  

TT Amount claimed as cellulosic ethanol tax credit has been adjusted or disallowed.  
TU Amount claimed as energy efficiency credits has been adjusted or disallowed. 
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TV Amount claimed as Business Incentive Credits on form 740 or 740-NP, line 15 has been disallowed 
as no entry was made on Form 740 or Form 740-NP, Section A 

TW Disallowed carryforward of unused energy efficiency tax credits as claimed on Form 5695-K, line 66.  
Energy efficiency tax credits were not claimed on the previous year's tax return. 

TX Disallowed carryforward of unused energy efficiency tax credits as claimed on Form 5695-K, line 66.  
The maximum amount of energy efficiency tax credits was previously utilized. 

TY Amount claimed as energy efficiency credits has been disallowed. Full year nonresidents are not 
entitled to an energy efficiency credit. The credit is only allowed for property located in Kentucky. 

U Tax withheld from another state cannot be claimed as a credit against your Kentucky tax.  File a 
return with the other state to claim credit for the other state’s tax withheld. 

UI Amount of federal excludable unemployment compensation was not reported as taxable on the 
Kentucky return. 

V Error in amount claimed as Kentucky tax withheld. 
VA Withholding claimed could not be verified.  Forms W-2, 1099, or PTE – WH or other supporting 

statements must be attached to verify withholding claimed. 

W Error in withholding claimed.  City/local occupational tax or federal tax may not be claimed as a 
credit against Kentucky tax. 

W1 Error in withholding claimed.  City/local occupational tax or federal tax may not be claimed for a 
refund.  (User note:  This is to be used for Form 740-NP-R.) 

X Error in computing itemized deduction limitation. 
Y Error in computing the refund or tax due amount. 
YA Due to an error on your return, interest and/or penalty paid has been adjusted. 

Z Your return has been adjusted.  An explanation will be mailed separately. 

ZA Social Security benefits are not subject to Kentucky income tax.  Your return has been adjusted. 
ZB Members of the Armed Forces are required to file income tax returns with their state of legal 

domicile.  This is usually the state of residence at the time of entering military service.  
ZC Amount of tax paid on prior year Kentucky income tax return cannot be claimed as a credit on your 

2015 Kentucky income tax return. 
ZD Our records indicate that one or more refund(s) have been issued for this tax year. Your refund has 

been issued with consideration given for previous refunds.  

ZE Error in computing personal tax credit amount from Section B, Form 740 or Form 740-NP.   
ZF Amount of refund received on prior year Kentucky income tax return cannot be claimed as a credit 

on your 2015 Kentucky income tax return. 
ZG A Kentucky resident is subject to Kentucky income tax on total income received, regardless of where 

it is earned. 
ZH An approved extension for additional time to file was not received. 
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ZI Refund issued from original return was not claimed on amended return or refund amount claimed on 
amended return does not match amount of issued refund. 

ZJ Amount claimed as paid on original return and/or additional payments could not be verified. 

ZK Failure to make timely estimated tax payments result in interest due. 
ZL Interest due for failure to make timely estimated tax payments was incorrectly calculated.  Interest 

has been adjusted accordingly. 
ZM Your refund was delayed due to the taxpayer’s and/or spouse’s Social Security number reported 

incorrectly on your return.  Correct your records and/or advise your tax preparer. 

2 Partial payment of the additional tax due was received. 
3 Tax credits and deductions of part-year residents must be prorated by the percentage of Kentucky 

income to total income. 

4A Due to an error on your return, your contribution(s) to the charitable funds have been eliminated.  If 
you wish to contribute directly to these funds, the addresses can be found in the tax return 
instruction book. 

4B Due to an error on your return, your contribution to the Child Victim’s Trust Fund has been 
eliminated.  If you wish, you may contribute directly to the Child Victim’s Trust Fund, c/o Kentucky 
Attorney General, Capitol Building, Frankfort, Kentucky 40601. 

4C Due to an error on your return, your contribution to the Nature and Wildlife Fund has been 
eliminated.  If you wish, you may contribute directly to the Nature and Wildlife Fund, c/o the 
Kentucky State Nature Preserves Commission, 801 Teton Trail, Frankfort, Kentucky 40601.  

4D Due to an error on your return, your contribution to the Bluegrass State Games/US Olympic 
Committee fund has been eliminated.  If you wish, you may contribute directly to the Bluegrass State 
Games/US Olympic Committee Fund, Office of the Governor, Capitol Building, Frankfort, Kentucky 
40601. 

4E Due to an error on your return, your contribution to the Veterans’ Program Trust Fund has been 
eliminated.  If you wish, you may contribute directly to the Kentucky Department of Veterans’ Affairs, 
1111 B Louisville Road, Frankfort, Kentucky 40601. 

4F Due to an error on your return, your contribution to the Breast Cancer Research and Education Trust 
Fund has been eliminated.  You may contribute directly to the Breast Cancer Research and 
Education Trust Fund, Department for Public Health, Division of Administration and Financial 
Management, 275 East Main St., HS1GWA, Frankfort, Kentucky 40621. 

4G Due to an error on your return, your contribution to the Farms to Food Banks Trust Fund has been 
eliminated.   

4H Due to an error on your return, your contribution to the Local History Trust Fund has been 
eliminated.  You may contribute directly to the Local History Trust Fund, Kentucky Historical Society, 
100 W. Broadway, Frankfort, Kentucky 40601. 

5 Credit for tax paid to another state was not substantiated by a copy of the other state’s return. 
5A Amount claimed for credit for tax paid to another state could not be verified.  Your electronically filed 

return did not contain proper worksheet(s) verifying the credit claimed. 
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5B Credit claimed for tax paid to another state on gambling income has been adjusted or disallowed. 
5C Credit for tax paid to another state as claimed on Form 740-NP, Section A, line 5, has been 

disallowed.  Income earned while a resident of another state was not included in Kentucky adjusted 
gross income, Form 740-NP, Column B. 

5D Credit for tax paid to another state has been disallowed.  Information you supplied does not 
substantiate the actual tax paid to another state. 

5E Refund denied.  A copy of the return filed with your state of residence was not received with your 
Form 740-NP-R. 

5F Credit for tax paid to another state has been disallowed.  Full-year nonresidents of Kentucky are not 
entitled to a credit for tax paid to other states. 

5G Credit for tax paid to another state has been adjusted.  The tax credit is based on actual tax liability 
not tax withheld by the other state. 

5H 
 

The reciprocity agreement with Ohio shall not apply with respect to wages which an S Corporation 
pays to a shareholder-employee if the shareholder-employee is a “twenty (20) percent or greater” 
direct or indirect equity investor in the S Corporation per 103 KAR 17:140(4)(c). 

5T Credit for tax paid to a reciprocal state on wages has been disallowed.  Our reciprocal agreement 
provides for taxpayers to be taxed by their state of residence and not the state where the income is 
earned.  States included for reciprocity are IL, IN, MI, OH, VA, WV, WI.  You must file a return with 
the reciprocal state to recover your withholding. 

6 No payment of the additional tax due was received. 
7 The withholding claimed from Form PTE – WH has been adjusted or disallowed. 
7A Amount claimed for the refundable certified rehabilitation credit has been adjusted or disallowed. 
7B Amount claimed for the film industry tax credit has been adjusted or disallowed. 

7C Amount claimed for the railroad maintenance and improvement credit has been adjusted or was 
disallowed because Schedule RR-I was not received. 

7D Amount claimed for the nonrefundable Endow Kentucky tax credit has been adjusted or disallowed. 

7E Amount claimed for the nonrefundable Kentucky small business investment tax credit has been 
adjusted or disallowed. 

7F Amount claimed for the nonrefundable Kentucky New Markets Development Program credit has 
been adjusted or disallowed. 

7G Amount claimed for the food donation tax credit has been adjusted or disallowed.  

7H Amount claimed for the distilled spirits tax credit has been adjusted or disallowed. 

7I Amount claimed for the angel investor tax credit has been adjusted or disallowed. 

71 Withholding from Form PTE-WH disallowed.  Credit for PTE withholding is allowable only for 
nonresident partners of general partnerships. 
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8 Error in computing the percentage of Kentucky adjusted gross income to federal adjusted gross 
income on Form 740-NP. 

9 Full-year nonresidents are not entitled to the child and dependent care credit and/or part-year 
residents are allowed a credit only on the child and dependent care expenses paid while a resident 
of Kentucky. 

9A All income earned by nonresidents from Kentucky sources and from property located in Kentucky is 
subject to Kentucky income tax. 

9B Contributions made to an IRA by full year nonresidents and persons who moved out of Kentucky 
during the tax year are limited to the percentage of Kentucky earned income to federal earned 
income. 

9C Gambling income is not exempt from Kentucky income tax under the reciprocal agreement. 
9D Form 740 is for full year residents of Kentucky only.  Full year non-residents or part-year residents 

are required to file Kentucky Form 740-NP or Form 740-NP-R.   
(Note to examiners: this letter is to be used only when a return is filed where the taxpayer is 
reporting zero income and asking for the withholding to be completely refunded on Form 740, we 
should not remove income for the taxpayer if they’ve reported it and we cannot determine residency 
for them.)  (CARS note:  End date at the end of TY2013) 

9E Residents of IN, IL, MI, OH, VA, WI or WV claiming reciprocity cannot file an electronic return.  Form 
740-NP or form 740-NP-R must have a paper return filed.   
(Note to examiners: this letter is to be used only when a return is filed where the taxpayer is 
reporting zero income and asking for the withholding to be completely refunded, we should not 
remove income for the taxpayer if they’ve reported it). (CARS note:  End date at the end of TY2013) 

10 Due to an error on your return, the estimated tax penalty has been adjusted. 
 


