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SUBJECT/TITLE
AN ACT relating to property tax

SPONSOR
Representative Sheldon Baugh

MANDATE SUMMARY

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

X
Charter County
X
Consolidated Local

Program/

Office(s) Impacted:
 General revenues

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties

Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

The proposed legislation provides an exemption from state and local property taxes for property owned by other states and political subdivisions if the other state or political subdivision provides a like exemption for property owned by Kentucky or its political subdivisions.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

Under existing law, states and political subdivisions operating outside their jurisdictional boundaries are treated as any other private individual for the purpose of taxation.  Thus, any other state or political subdivision operating within Kentucky is required to pay property tax. Likewise, if Kentucky or any of its political subdivisions own property in another state, it would be required to pay any state and local taxes imposed like any other private citizen.  The Kentucky Constitution exempts public property used for public purposes, but this exemption does not extend to public property owned by other jurisdictions.  This proposed legislation seeks to create an exemption for public property owned by other jurisdictions in Kentucky if a like exemption is provided by the other jurisdiction for property owned by Kentucky or its political subdivisions.  The legislation is of questionable constitutionality as it seeks to create a real property tax exemption not permitted by the Kentucky Constitution.

If this legislation were to pass, it would likely have a larger impact on counties bordering other states, as these counties are more likely to contain property owned by bordering states or their political subdivisions.  It is also more likely that bordering counties and their political subdivisions would benefit from this legislation as they would be more likely to own property in bordering states.  

We are aware of 8 out-of-state utilities that own property and pay property tax in Kentucky.  Those entities include the City of Hamilton, Ohio; the Clarksville, Tennessee Department of Electricity; the Jellico, Tennessee Electric System; the Indiana Municipal Power Agency; the Illinois Municipal Electric Agency; the Paris Henry County Tennessee Public Utility District; the Electric Energy Incorporated, Illinois; and Southern Indiana Gas and Electric.  The total property taxes paid by these entities are between $350,000 and $400,000 annually which includes state and local taxes combined.  There may be other non public utility property owned by other states or their political subdivisions that could be impacted by this legislation as well. 

It is not possible to estimate the overall impact of this legislation as it will depend on whether agreements are entered into, and how those agreements impact various involved jurisdictions.  
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