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Part I:  Measure Information

	Bill Request #:
	852


	Bill #:
	HB 154


	Bill Subject/Title:
	Taxation of watercraft


	Sponsor:
	Rep. Bell


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

	
	 
	Charter County
	X
	Consolidated Local
	 
	Unified Local Government


	Office(s) Impacted
	Local government agencies that receive revenues from tangible personal property taxes


	Requirement:
	 
	Mandatory
	X
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties
	X
	Modifies Existing
	 
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 154 amends KRS 136.1802, which includes a mandatory formula for apportioning the value of watercraft used both inside and outside Kentucky, to allow for an alternative apportionment method if the statutorily required method does not fairly represent the value of a corporation’s watercraft as used in the state for property tax purposes.  Watercrafts are considered tangible personal property and are centrally assessed by the Department of Revenue (DOR), rather than by the local property valuation administrator.   

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
The net fiscal impact of HB 154 on local governments and their agencies that receive revenues from tangible personal property taxes related to the assessment of watercraft is indeterminable.  The measure, which declares an emergency, allows a corporation to petition for use of an alternative apportionment method or DOR to require use of an alternative apportionment method.  In either case, the party advocating for an alternative approach must demonstrate why the statutory apportionment method does not correctly represent the extent of the corporation’s activity in Kentucky.  Presumably, a corporation seeking an alternative apportionment method would be advocating for a method that reduces the assessed value of its property, while the DOR would be advocating for a method that would increase the assessed value.  Since the proposed provisions are not mandatory and can potentially impact the assessment base, and thus tax revenues in either direction, it is not possible to determine the potential overall impact the proposed legislation may have on local jurisdictions that have multistate watercraft in the assessment base.

However, it should be noted that in some circumstances, the use of an alternative apportionment method that results in a reduction of the assessment base may not necessarily result in a loss of property tax revenue by a local jurisdiction, due to the method in which local property tax rates are set.  Depending on the significance of watercraft to the overall personal property tax base, any loss of revenue from a reduction in the base can be made up through adjustment of the rate without having that adjustment subject to recall.  Thus, the local jurisdiction may not necessarily lose any revenues; however, the taxpayers who are responsible for payment of the tax may change.
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