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SUBJECT/TITLE
AN ACT relating to the motor vehicle usage tax.

SPONSOR
Senator Julie Denton

MANDATE SUMMARY

Unit of Government:

City;
X
County;
X
Urban-County

X
Charter County
X
Consolidated Local

Program/

Office(s) Impacted:
 County Clerks

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
x
Modifies Existing
x
Adds New

Eliminates Existing

PURPOSE/MECHANICS

County clerks are required to collect a 6% tax on the retail price of motor vehicles being registered in Kentucky for the first time by the current owner. The tax is based on either the average retail price as published in designated guides for new and used cares, or on a notarized affidavit signed by both the buyer and seller, attesting to the total and actual consideration paid for the motor vehicle. The Revenue Cabinet provides the County Clerks with affidavit forms for distribution to the public. The County Clerk retains 3% of the tax for services rendered in collecting the tax.

SB 21 directs the County Clerk, upon receipt of the affidavit forms, to verbally notify the owner of the vehicle of the consequences of knowingly making false statements of motor vehicle values with the intent to evade the motor vehicle usage tax. Further, the County Clerk is required to notify the Revenue Cabinet upon reasonable suspicion that a vehicle owner has submitted false or fraudulent statements on the affidavit.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of SB 21 on local government is expected to be minimal to moderate, depending upon the administrative means used by County Clerks to determine reasonable suspicion that false or fraudulent statements were made by motor vehicle owners, and the subsequent notification to the Revenue Cabinet of this determination. For example, if the Clerk's test of reasonable suspicion is based solely on observation of the owner's behavior at the time the owner was advised of the consequences of making a false statement, only minimal amount of staff time would be involved. On the other hand, if the Clerk chooses to check the amount attested to on the affidavit against the amounts listed in the official guides, then a moderate amount of staff time would be involved. The method used to notify the Revenue Cabinet of a reasonable suspicion could also affect the additional costs involved, with the primary factor being the amount of staff time required to transmit the notification. No additional compensation is provided to the Clerk for the services required under SB 21.

Notification to the owner of the consequences involved in understating the sale price of the motor vehicle could result in some cases in an increase in the sale price, as attested to in the affidavit, which would increase the amount of fee received by the Clerk.
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