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SUBJECT/TITLE
AN ACT relating to sales and use tax.
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Representative Hubert Collins

NOTE SUMMARY

Fiscal Analysis:
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FISCAL SUMMARY

_______________________________________________________________________________

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

Rate of Change

Revenues (+/-)

Indeterminable

Positive
Indeterminable 

Positive


Expenditures (+/-)





Net Effect

Indeterminable Positive
Indeterminable Positive


______________________________________________________________________________

MEASURE'S PURPOSE:  

This bill exempts from Kentucky sales tax sales of motor vehicles to non-residents if the non-resident registers the motor vehicle in a state that allows Kentucky residents to purchase motor vehicles without payment of sales tax at the time of sale or in a state that allows Kentucky residents to remove the vehicle from that state within a specific period for subsequent registration and use in Kentucky without payment of that state's sales tax. 

This bill requires all tax receipts, interest, and penalties resulting from the sale of a motor vehicle subject to sales tax to be deposited in the road fund, except those sales that are exempt or where the motor vehicle is purchased for nonhighway use.

This bill is effective August 1, 2006.


PROVISION/MECHANICS:  

Amends KRS 139.470, creates a new section of KRS 139

FISCAL EXPLANATION:  

Kentucky is currently losing approximately $12 million annually in motor vehicle usage tax receipts due to a law change in Indiana that requires Kentucky residents and other nonresidents of Indiana to pay the Indiana sales tax on motor vehicles purchased in Indiana. This bill would require Indiana residents who purchase motor vehicles in Kentucky to pay the 6% Kentucky sales tax unless Indiana allows Kentucky residents to purchase motor vehicles in that state without payment of Indiana’s sales tax. The sales tax collected on these transactions would be deposited in the Road Fund. This bill, if passed, would allow Kentucky to replace a portion of the estimated $12 million lost by the Road Fund due to Indiana’s law change. However, the amount is indeterminable.
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