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FISCAL SUMMARY

_______________________________________________________________________________

Fiscal Estimates
2005-2006
2006-2007
2007-2008
Future Annual

Rate of Change

Revenues (+/-)


-0-
($1.3) million

Expenditures (+/-)





Net Effect


-0-
($1.3) million

______________________________________________________________________________

MEASURE'S PURPOSE:  

This bill changes the way watercraft are assessed and taxed, beginning on 1/1/08. Watercraft of barge-line companies would be assessed centrally, the tax would be collected by the Department of Revenue, and then distributed by formula to each local taxing district that has a claim to the funds.  Revenue would be compensated 1% for administration of the process.

PROVISION/MECHANICS:  

Create six new sections of KRS Chapter 136 to provide definitions; cause watercraft to be centrally assessed by the Department of Revenue and provide for local distribution of collected taxes; require corporations to file a description of watercraft; require notification of watercraft value to the corporation and provide the method for distributing local taxes; provide a "hold harmless" clause for local districts; various conforming amendments.

FISCAL EXPLANATION:  

By changing the method of assessment and the method of collection, affected taxpayers will experience significantly easier filing requirements when compared to current methods of collection and paying the tax.  The changes in measurements of routes as compared to distances traveled results in a net decrease in state-level tax of an estimated $900,000 annually.  Additionally, there is a hold harmless clause in the bill for local taxing districts, for tax years 2008 through 2017. Any decrease in funds experienced by a local district during the ten year hold harmless period, resulting from changes brought about by the bill, would be reimbursed by the state to the local district.

It is expected that the changes contained in this bill will result in a decrease of approximately $900,000 annually in local revenues, which would be paid by the state to the local governments experiencing the shortfall. When combined with the expected decrease in state revenues, the net fiscal impact to the state is a negative $1.3 million annually.  Shortfalls of local revenues occurring beyond 2017 would be borne by the local government.
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