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SUBJECT/TITLE
Constitutional Amendment Providing for a Property Tax Exemption

SPONSOR
Representative Robert Damron

MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban County Government

Program/

Office(s) Impacted:
 Property Tax Revenue

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

The proposed legislation would put before the voters of Kentucky an amendment to the state's constitution for their adoption or rejection.  The amendment, if approved would exempt from taxation the permanent residence of an owner, or the surviving spouse of the owner, who was an American prisoner of war in World War I or II, the Korean Conflict, or the Vietnam Conflict, or who was awarded the Medal of Honor, the Distinguished Service Cross, the Air Force Cross, or the Navy Cross.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The exemption from taxation of the permanent resident of an owner or the surviving spouse of an owner who had been a prisoner of war or who had been awarded one of several service medals, would not necessarily result in a loss of local revenues, because statutory provisions relating to the setting of property tax rates compensate for the removal of property from the tax roll.

A "compensating tax rate" is computed annually for each local government.  The rate is set at a level which will produce, when applied to the current year's assessment of taxable real property, excluding new property, an amount of revenue approximately equal to the revenue produced in the preceding year from real property.  The effect of this rate setting procedure is to offset the loss of taxable real property, whether lost by natural disaster, legislative action, or constitutional amendment as in the case at hand.

The compensating tax rate is not subject to recall (or public hearing), thus guaranteeing an affected local government the opportunity to produce the same amount of revenue from property taxes as was produced the year before.  Of course the loss of one source of taxable property results in a shift in tax burden to other forms of property, but the local government is effectively held harmless.
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