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AN ACT relating to taxation.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

=»Section 1. KRS 132.380 is amended to read as follows:

(1) (a) Before any person's name shall appear before the voters on election day as a

(2)

e E

candidate for the office of property valuation administrator in any primary or
general election, except a current property valuation administrator already
qualified as a candidate to succeed himself or_herself in office, or before that
personfhe} may be appointed property valuation administrator, except as an
interim appointee as provided by KRS 132.375, that personfhe} shall hold a
certificate issued by the department, showing that he or_she has been

examined by the departmentfit} andfthat-he} is qualified for the office.

All certificates issued shall expire one (1) year from the date of issuance.

The examinations shall be written and formulated so as to test fairly the ability
and fitness of the applicant to serve as property valuation administrator.

The department shall hold the examination at a central location during the
month of November of each year immediately preceding each year in which
property valuation administrators are to be elected.

The department shall, at least thirty (30) days prior to the examination, issue a
statewide press release announcing the examination and post the
announcement on the department's Web site.

Any person desiring to take an examination shall appear at the time and place
designated.

If, after the giving of the examination, as provided in subsection (1) of this
section, there is no person qualified to be a candidate in the county, the
department shall hold a second examination.

Applicants from only those counties having no person qualified shall be

eligible to take the examination.
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©)

(4)

()

(6)

©

(a)

Notice of the second examination shall be made by issuing a press release in

those counties and posting an announcement for the examination on the

department’'s Web_sitefin—the—manner—provided—in—subsection—(1)—ofthis
section—except-that-thenoticeshal-beprovided] at least fourteen (14) days

prior to the second examination.

If no qualified candidate files for the office, a special examination shall be
given at a time determined by the department.

Notice of and registration for the special examination shall be provided in the
same manner as provided in subsection (2) of this section.

Whenever there is a vacancy in the office of property valuation administrator
to be filled by appointment or by election, and there is not more than one (1)
person holding a valid certificate and eligible for appointment or election, the
department shall hold a special examination for applicants seeking a
certificate for the office.

If, after the giving of a special examination, only one (1) person is qualified,
the county judge/executive may request a second examination.

Notice of and registration for the special examination shall be provided in the
same manner as provided by subsection (2) of this section.

Examinations shall be given and graded in accordance with rules of the
department published at the time of the examination.

Within ten (10) days after the examination, a certificate of fitness and
qualification to fill the office of property valuation administrator shall be
issued by the departmentf—ef—Revenue] to each person passing the

gxamination.

Examination records shall be preserved by the department for twelve (12) months

after the examination, and the record of any person who took the examination may

be seen by him or_her at the office of the departmentf-ef-Revenue} in Frankfort,
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Kentucky.

=» Section 2. KRS 133.020 is amended to read as follows:

(1) (a) The county board of assessment appeals shall be composed of reputable real

property owners residing in the county at least five (5) years.

(b) The appointing authorities may appoint qualified property owners residing in

adjacent counties when qualified members cannot be secured within the

county.
(c) 1. The board shall consist of three (3) members, one (1) to be appointed by

I~

|«

the county judge/executive, one (1) to be appointed by the fiscal court,
and one (1) to be appointed by the mayor of the city with the largest
assessment using the county tax roll or appointed as otherwise provided
by the comprehensive plan of an urban-county government.
[Beginning-with-the-1995-appeals;,} The mayor's appointment shall serve
for four (4) years, the county judge/executive's appointment shall serve
for three (3) years, and the fiscal court's appointment shall serve for two
(2) years. Each person appointed thereafter shall serve for three (3)
years.

If no city in the county uses the county assessment, the county

judge/executive shall appoint two (2) members.

(d) A board member who has served for a full term shall not be eligible for

reappointment. However, he or_she shall be eligible for appointment after a

hiatus of three (3) years.

(e) 1.

N>

If the number of appeals to the board of assessment appeals filed with
the county clerk exceeds one hundred (100), temporary panels of the
board may be appointed with approval of the department|-efRevenue].

Each temporary panel shall consist of three (3) members having the

same qualifications and appointed in the same manner as the board

Page 3 of 34

HB029940.100 - 1165 - 5884 Senate Committee Substitute



UNOFFICIAL COPY AS OF 12/16/15 15 REG. SESS. 15 RS HB 299/SCS 1

(2)

(3)

(4)

(5)

members.

3.  The number of additional panels shall not exceed one (1) for each one
hundred (100) appeals in excess of the first one hundred (100).

4.  The county judge/executive shall designate one (1) of the members of
the board of assessment appeals to serve as chairman of the board.

5. If additional panels are appointed, as provided in this

paragraphfsubseetion}, the chairman of the board of assessment appeals
shall designate one (1) member of each additional panel as chairman of
the panel.

(f) 1. A majority of the board or of any panel may determine the action of the

board or panel respectively and make decisions.

I~

Each panel of the board shall have the same powers and duties given the
board by KRS 133.120, except the action of any panel shall be subject to
review and final approval by the board.

Each member of the board shall have extensive knowledge of real estate values,
preferably in real estate appraisal, sales, management, financing, or construction.
The board shall be subject to call by the county judge/executive at any time
prescribed by law.

The members of the county board of assessment appeals, and any panel of the
board, before undertaking their duties, shall take the following oath, to be

administered by the county judge/executive or_other person authorized by KRS

62.020 to administer official oaths: "You swear (affirm) that you will, to the best of

your ability, discharge the duties required of you as a member of the county board
of assessment appeals, and that you will fix at fair cash value all property
assessments brought before you for review as prescribed by law."

The department shall prepare and furnish to each property valuation administrator

guidelines and materials for an orientation and training program to be presented to
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the board by the property valuation administrator or his deputy each year.

(6) (a) A board member shall produce evidence of his qualifications upon request of
the department.

(b) A board member shall be replaced by the appointing authority upon proof of
the member's failure to meet the qualifications of the position.

() Any vacancy on the board shall be filled by the appointing authority that
appointed the member to be replaced.

(d) The appointee shall have the qualifications required by statute for the board
member appointed by the particular appointing authority and shall hold office
only to the end of the unexpired term of the member replaced.

(7) Members of the county board of assessment appeals, and any temporary panel, shall
abstain from hearing or ruling on an appeal for any property in which they have any
personal or private interests.
=» Section 3. KRS 133.120 is amended to read as follows:

(1) (@ Any taxpayer desiring to appeal an assessment on real property made by the
property valuation administrator shall first request a conference with the
property valuation administrator or his or her designated deputy. The
conference shall be held prior to or during the inspection period provided for
in KRS 133.045.

(b) 1.  Any person receiving compensation to represent a property owner at a

conference with the property valuation administrator for a real property

assessment shall be:

a. Anattorney;i}

b. A certified public accountant;f}

c.  Acertified real estate broker;E}

d. A Kentucky licensed real estate broker;E}
e.  Anemployee of the property owner;E}

Page 5 of 34
HB029940.100 - 1165 - 5884 Senate Committee Substitute



UNOFFICIAL COPY AS OF 12/16/15 15 REG. SESS. 15 RS HB 299/SCS 1

f. A licensed or certified Kentucky real estate appraiser;

g. An appraiser who possesses a temporary practice permit or

reciprocal license or certification in Kentucky to perform

appraisals and whose license or certification requires him or her

to conform to the Uniform Standards of Professional Appraisal

Practice; or

h. Any other individual possessing a professional appraisal

designation recognized by the department.

I~

A person representing a property owner before the property valuation
administrator shall present written authorization from the property
owner which sets forth his or her professional capacity and shall disclose
to the property valuation administrator any personal or private interests
he or she may have in the matter, including any contingency fee
arrangements,_except thatf—Previded—-however} attorneys shall not be
required to disclose the terms and conditions of any contingency fee
arrangement.

(c) During this conference, the property valuation administrator or his or her
deputy shall provide an explanation to the taxpayer of the constitutional and
statutory provisions governing property tax administration, including the
appeal process, as well as an explanation of the procedures followed in
deriving the assessed value for the taxpayer's property.

(d) The property valuation administrator or his or her deputy shall keep a record
of each conference which shall include but not be limited to the initial
assessed value, the value claimed by the taxpayer, an explanation of any
changes offered or agreed to by each party, and a brief account of the outcome
of the conference.

(e) Atthe request of the taxpayer, the conference may be held by telephone.
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2 (@

(b)

(©)

(d)

(€)

(f)

Any taxpayer still aggrieved by an assessment on real property made by the
property valuation administrator after complying with the provisions of
subsection (1) of this section may appeal to the board of assessment appeals.
The taxpayer shall appeal his or her assessment by filing in person or sending
a letter or other written petition to the county clerk stating the reasons for
appeal, identifying the property for which the appeal is filed, and stating the
taxpayer's opinion of the fair cash value of the property.

The appeal shall be filed no later than one (1) workday following the
conclusion of the inspection period provided for in KRS 133.045.

The county clerk shall notify the department of all assessment appeals and of
the date and times of the hearings.

The board of assessment appeals may review and change any assessment
made by the property valuation administrator upon recommendation of the
county judge/executive, mayor of any city using the county assessment, or the
superintendent of any school district in which the property is located, if the
recommendation is made to the board in writing specifying the individual
properties recommended for review and is made no later than one (1) work
day following the conclusion of the inspection period provided for in KRS
133.045, or upon the written recommendation of the department. If the board
of assessment appeals determines that the assessment should be increased, it
shall give the taxpayer notice in the manner required by subsection (4) of KRS
132.450, specifying a date when the board will hear the taxpayer, if he or she
so desires, in protest of an increase.

Any real property owner who has listed his or her property with the property
valuation administrator at its fair cash value may ask the county board of
assessment appeals to review the assessments of real properties he or she

believes to be assessed at less than fair cash value, if he or she specifies in
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(9)

3 @

(b)

(©)

(d)

(€)

writing the individual properties for which the review is sought and factual
information upon which his or her request is based, such as comparable sales
or cost data and if the request is made no later than one (1) work day
following the conclusion of the inspection period provided for in KRS
133.045.

Nothing in this section shall be construed as granting any property owner the
right to request a blanket review of properties or the board the power to
conduct such a review.

The board of assessment appeals shall hold a public hearing for each
individual taxpayer appeal in protest of the assessment by the property
valuation administrator filed in accordance with the provisions of subsection
(2) of this section, and after hearing all the evidence, shall fix the assessment
of the property at its fair cash value.

The department may be present at the hearing and present any pertinent
evidence as it pertains to the appeal.

The taxpayer shall provide factual evidence to support his or her appeal. If the
taxpayer fails to provide reasonable information pertaining to the value of the
property requested by the property valuation administrator, the department, or
any member of the board, his or her appeal shall be denied.

This information shall include but not be limited to the physical characteristics
of land and improvements, insurance policies, cost of construction, real estate
sales listings and contracts, income and expense statements for commercial
property, and loans or mortgages.

The board of assessment appeals shall only hear and consider evidence which
has been submitted to it in the presence of both the property valuation
administrator or his or her designated deputy and the taxpayer or his or her

authorized representative.
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(4) (a) Any person receiving compensation to represent a property owner in an appeal
before the board shall be:

1. Anattorney;E}

2. Acertified public accountant;f}

3. Acertified real estate broker:fappraiser;}

4. A Kentucky licensed real estate broker;f}

5.  Anemployee of the taxpayer;

6 Alicensed or certified Kentucky real estate appraiser;

7. An appraiser who possesses a temporary practice permit or reciprocal
license or certification in Kentucky to perform appraisals and whose
license or certification requires him or her to conform to the Uniform
Standards of Professional Appraisal Practice;f} or

8.  Any other individual possessing a professional appraisal designation

recognized by the department.

(b) A person representing a property owner before the county board of assessment
appeals shall present a written authorization from the property owner which
sets forth his or her professional capacity and shall disclose to the county
board of assessment appeals any personal or private interests he or she may
have in the matter, including any contingency fee arrangements, except thatf:
Provided-hewever;} attorneys shall not be required to disclose the terms and
conditions of any contingency fee arrangement.

(5) The board shall provide a written opinion justifying its action for each assessment
either decreased or increased in the record of its proceedings and orders required in

KRS 133.125 on forms or in a format provided or approved by the department.

(6) The board shall report to the property valuation administrator any real property
omitted from the tax roll. The property valuation administrator shall assess the

property and immediately give notice to the taxpayer in the manner required by
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(7)

(8)

(9)

(10)

(11)

KRS 132.450(4), specifying a date when the board of assessment appeals will hear
the taxpayer, if he or she so desires, in protest of the action of the property valuation
administrator.

The board of assessment appeals shall have power to issue subpoenas, compel the
attendance of witnesses, and adopt rules and regulations concerning the conduct of
its business. Any member of the board shall have power to administer oaths to any
witness in proceedings before the board.

The powers of the board of assessment appeals shall be limited to those specifically
granted by this section.

No appeal shall delay the collection or payment of any taxes based upon the
assessment in controversy. The taxpayer shall pay all state, county, and district taxes
due on the valuation which he or she claims as true value and stated in the petition
of appeal filed in accordance with the provisions of subsection (1) of this section.
When the valuation is finally determined upon appeal, the taxpayer shall be billed
for any additional tax and interest at the tax interest rate as defined in KRS
131.010(6) from the date when the tax would have become due if no appeal had
been taken. The provisions of KRS 134.015(6) shall apply to the tax bill.

Any member of the county board of assessment appeals may be required to give
evidence in support of the board's findings in any appeal from its actions to the
Kentucky Board of Tax Appeals. Any persons aggrieved by a decision of the board,
including the property valuation administrator, taxpayer, and department, may
appeal the decision to the Kentucky Board of Tax Appeals. Any taxpayer failing to
appeal to the county board of assessment appeals, or failing to appear before the
board, either in person or by designated representative, shall not be eligible to
appeal directly to the Kentucky Board of Tax Appeals.

The county attorney shall represent the interest of the state and county in all

hearings before the board of assessment appeals and on all appeals prosecuted from
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(12)

(13)

(1)

()

(3)

its decision. If the county attorney is unable to represent the state and county, he or
she the fiscal court shall arrange for substitute representation.

Taxpayers shall have the right to make audio recordings of the hearing before the
county board of assessment appeals. The property valuation administrator may
make similar audio recordings only if prior written notice is given to the taxpayer.
The taxpayer shall be entitled to a copy of the department's recording as provided in
KRS 61.874.

The county board of assessment appeals shall physically inspect a property upon the
request of the property owner or property valuation administrator.

=» Section 4. KRS 136.180 is amended to read as follows:

The Department of Revenue shall, immediately after fixing the assessed value of the
operating property and other property of a public service corporation for taxation,
notify the corporation of the valuation and the amount of assessment for state and
local purposes. When the valuation has been finally determined, the department
shall immediately certify, unless otherwise specified, to the county clerk of each
county in which any of the operating property or nonoperating tangible property
assessment of the corporation is liable to local taxation, the amount of property
liable for county, city, or district tax.

No appeal shall delay the collection or payment of taxes based upon the assessment
in controversy. The taxpayer shall pay all state, county, and district taxes due on the
valuation which the taxpayer claims as the true value as stated in the protest filed
under KRS 131.110. When the valuation is finally determined upon appeal, the
taxpayer shall be billed for any additional tax and interest at the tax interest rate as
defined in KRS 131.010(6), from the date the tax would have become due if no
appeal had been taken. The provisions of KRS 134.015(6) shall apply to the tax bill.
The Department of Revenue shall compute annually a multiplier for use in

establishing the local tax rate for the operating property of railroads or railway
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(4)

()

companies that operate solely within the Commonwealth. The applicable local tax
rates on the operating property shall be adjusted by the multiplier. The multiplier
shall be calculated by dividing the statewide locally taxable business tangible
personal property by the total statewide business tangible personal property.

The Department of Revenue shall annually calculate an aggregate local rate for each
local taxing district to be used in determining local taxes to be collected for railroad
carlines. The rate shall be the statewide tangible tax rate for each type of local
taxing district multiplied by a fraction, the numerator of which is the commercial
and industrial tangible property assessment subject to full local rates and the
denominator of which is the total commercial and industrial tangible personal
property assessment. Effective January 1, 1994, state and local taxes on railroad
carline property shall become due forty-five (45) days from the date of notice and
shall be collected directly by the Department of Revenue. The local taxes collected
by the Department of Revenue shall be distributed to each local taxing district
levying a tax on railroad carlines based on the statewide average rate for each type
of local taxing district. However, prior to distribution any fees owed to the

Department of Revenue by any local taxing district under the provisions of

subsection (5)f6)} of this section shall be deducted.

6)—]The certification of valuation shall be filed by each county clerk in his office, and

shall be certified by the county clerk to the proper collecting officer of the county,
city, or taxing district for collection. Any district which has the value certified by

the department shall pay an annual fee to the department which represents an
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allocation of department operating and overhead expenses incurred in generating
the valuations. This fee shall be determined by the department and shall apply to
valuations for tax periods beginning on or after December 31, 1981.

=»Section 5. KRS 136.1877 is amended to read as follows:

The provisions of this section shall apply to assessments made prior to January 1, 2007.

1)

(2)

(3)

(4)

(5)

The Department of Revenue shall immediately, after fixing the assessed value of the
trucks, tractors, trailers, semitrailers, and buses, notify the taxpayer of the valuation
determined. Any taxpayer who has been assessed by the department in the manner
outlined in KRS 136.1873 shall have forty-five (45) days from the date of the
department's notice of the tentative assessment to protest as provided by KRS
131.110.

No appeal shall delay the collection or payment of taxes based upon the assessment
in controversy. The taxpayer shall pay all state, county, and district taxes due on the
valuation which the taxpayer claims as the true value as stated in the protest filed
under KRS 131.110. When the valuation is finally determined upon appeal, the
taxpayer shall be billed for any additional tax and interest at the tax interest rate as
defined in KRS 131.010(6), from the date the tax would have become due if no
appeal had been taken. The provisions of KRS 134.015(6) shall apply to the tax bill.
The state and local taxes on the property are due forty-five (45) days from the date
of notice and shall be collected directly by the Department of Revenue.

The Department of Revenue shall annually calculate an aggregate local rate to be
used in determining the local taxes to be collected. The rate shall be the statewide
average motor vehicle tax rate for each type of local taxing district multiplied by a
fraction, the numerator of which is the commercial and industrial tangible personal
property assessment subject to full local rates and the denominator of which is the
total commercial and industrial tangible personal property assessment.

The local taxes collected by the Department of Revenue shall be distributed to each
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1)

(2)

local taxing district levying a tax on motor vehicles based on the statewide average

rate for each type of local taxing district. However, prior to distribution any fees

owed to the Department of Revenue by any local taxing district under the provisions
of KRS 136.180(5)[6)} shall be deducted.

=» Section 6. KRS 136.310 is amended to read as follows:

Every federally or state chartered savings and loan association, savings bank, and

other similar institution authorized to transact business in this state, with property

and payroll within and without this state, shall, during January of each year, file
with the Department of Revenue a report containing information and in such form
as the department may require.

The Department of Revenue shall fix the fair cash value, as of January 1 of each

year, of the capital attributable to Kentucky in each financial institution included in

subsection (1) of this section. The methodology employed by the department shall
be a three (3) step process as follows:

(@ 1. The total value of deposits maintained in Kentucky less any amounts
where the amount borrowed by a member equals or exceeds the amount
depositedfpatid—in} by that member shall be determinedfthese
members}.

2. The total value of deposits maintained in Kentucky shall be

determined by the same method used for filing the summary of

deposits report with the Federal Deposit Insurance Corporation;

(b) 1. The Kentucky apportioned value of capital shall be determined by
includingfirelude} undivided profits, surplus, general reserves, and
paid-up stock.

2. For Agricultural Credit Associations chartered by the Farm Credit

Administration, capital shall be computed by deducting the book value

of the association's investment in any other wholly owned institution
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(©)

|0

[~

I~

|«

chartered by the Farm Credit Administration that is either subject to the
tax imposed by KRS 136.300 or this section or that is exempt from state
taxation by federal law.

The Kentucky value of capital shall be determined by a fraction, the
numerator of which is the receipts factor plus the outstanding loan
balance factor plus the payroll factor, and the denominator of which is
three (3);_andi}

The values determined in steps (a) and (b) of this subsection shall be
added together to determine total Kentucky capital and then reduced by
the influence of ownership in tax-exempt United States obligations to
determine Kentucky taxable capital.

The influence of tax-exempt United States obligations is to be
determined from the reports of condition filed with the applicable
supervisory agency as follows: the average amount of tax-exempt United
States obligations for the calendar year, over the average amount of total
assets for the calendar year multiplied by total Kentucky capital.

The department shall immediately notify each institution of the value so

fixed.

(3) The receipts factor specified in subsection (2)(b) of this section is a fraction, the

numerator of which is all receipts derived from loans and other sources negotiated

through offices or derived from customers in Kentucky, and the denominator of

which is total business receipts for the preceding calendar year.

4) @

The outstanding loan balance factor specified in subsection (2)(b) of this

section is a fraction, the numerator of which is the average balance of

outstanding loans negotiated from offices or made to customers in Kentucky,

andf} the denominator of which is the average balance of all outstanding

loans.
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()

(6)

(")

(b) 1. The average outstanding loan balance is determined by adding the
outstanding loan balance at the beginning of the preceding calendar year
to the outstanding loan balance at the end of the preceding calendar year
and dividing by two (2).fHewever]}

If the yearly beginning balance and ending balance results in an

™

inequitable factor, the average outstanding loan balance may be
computed on a monthly average balance.
The payroll factor specified in subsection (2)(b) of this section shall be determined
for the preceding calendar year under the provisions of KRS 141.120(8)(b) and
administrative  regulations  promulgated according to KRS  Chapter
13Atfthereander].
(@) By July 1 succeeding the filing of the report as provided in subsection (1) of

this section, each financial institution included in subsection (1) of this section
shall pay directly into the State Treasury a tax of one dollar ($1) for each one
thousand dollars ($1,000) paid in on its Kentucky taxable capital as fixed in
subsection (2)(c) of this section.

(b) The institution shall not be required to pay local taxes upon its capital stock,
surplus, undivided profits, notes, mortgages, or other credits, and the tax
provided by this section shall be in lieu of all taxes for state purposes on
intangible property of the institution, nor shall any depositor of the institution
be required to list his deposits for taxation under KRS 132.020.

(c) Failure to make reports and pay taxes as provided in this section shall subject
the institution to the same penalties imposed for such failure on the part of the
other corporations.

If a financial institution included in subsection (1) of this section selects, it may

deduct taxes imposed in subsection (6) of this section from the dividends paid or

credited to a nonborrowing shareholder.
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(8) (a) Every Agricultural Credit Association chartered by the Farm Credit

(2)

Administration being authorized to transact business in Kentucky but having
no employees located within or without the state shall be subject to the same
tax imposed pursuant to either KRS 136.300 or this section as that imposed
upon its wholly owned Production Credit Association subsidiary.

For purposes of computing Kentucky apportioned value of capital pursuant to
subsection (2) of this section, those Agricultural Credit Associations subject to
the tax imposed by this section shall utilize that Kentucky apportionment
fraction computed and utilized by its wholly owned Production Credit

Association subsidiary for the same report period.

=» Section 7. KRS 136.555 is amended to read as follows:

Refunds or credits for overpayments of the tax imposed by KRS 136.505f1+36:500

te-136-575] shall be obtained in accordance with KRS 134.580.

Refund or credits for overpayments of the tax imposed by KRS 136.575 shall be

obtained in accordance with KRS 134.590.

=» Section 8. KRS 138.330 is amended to read as follows:

(1) (a) Every dealer or transporter required to be licensed under KRS 138.310 shall

file with the departmentf-ef-Revenue} a financial instrument in an amount not
to exceed three (3) months' estimated liability as computed by the department
or five thousand dollars ($5,000) whichever is greater, or in the case of a new
licensee in the minimum amount of five thousand dollars ($5,000) until such
time as an estimated three (3) months' liability can be established, provided
that the maximum amount of any financial instrument may be reduced to an
amount sufficient in the opinion of the department, considering the financial
rating and reputation of the company, to insure payment to the department of
the amount of tax, penalties and interest for which the dealer or transporter

may become liable.
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(b) The financial instrument shall be on a form and with a surety approved by the
department.

(c) The dealer or transporter shall be the principal obligor and the state the
obligee.

(d) The financial instrument shall be conditioned upon the prompt filing of true
reports by the dealer and transporter and the payment by the dealer to the State
Treasurer of all gasoline and special fuel excise taxesf-rew—er—hereafter}
imposed by the state, together with all penalties and interest thereon, and
generally upon faithful compliance with the provisions of KRS 138.210 to
138.340.

(2) If liability upon the financial instrument is discharged or reduced, whether by
judgment rendered, payment made, or otherwise, or if in the opinion of the
department any surety on the financial instrument has become unsatisfactory or
unacceptable, the department may require the licensee to file a new financial
instrument with satisfactory sureties in the same amount, failing which the
department shall cancel the license of the licensee in accordance with the provisions
of KRS 138.340. If a new financial instrument is furnished as provided above, the
department shall cancel and surrender the financial instrument for which the new
financial instrument is substituted.

(3) If upon hearing, of which the licensee shall be given five (5) days' notice in writing,
the department decides that the amount of the existing financial instrument is
insufficient to insure payment to the state of the amount of tax, penalties, and
interest for which the licensee is or may become liable, the licensee shall, upon the
written demand of the department, file an additional financial instrument in the
same manner and form with a surety thereon approved by the department, in any
amount determined by the department to be necessary, failing which the department

shall cancel the license of the licensee in accordance with the provisions of KRS
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(4)

(1)

()

(3)

138.340.

Any surety on a financial instrument furnished as required by this section shall be
released from all liability to the state accruing on the financial instrument after the
expiration of sixty (60) days from the date upon which the surety has lodged with
the department a written request to be released, but this request shall not operate to
release the surety from any liability already accrued or which shall accrue before the
expiration of the sixty (60) day period. The department shall promptly, upon receipt
of a request, notify the licensee who furnished the financial instrument, and unless
the licensee, before the expiration of the sixty (60) day period, files with the
department a new financial instrument with a surety satisfactory to the department
in the amount and form prescribed in this section, the department shall cancel the
license of the licensee in accordance with the provisions of KRS 138.340. If an
approved new financial instrument is filed, the department shall cancel and

surrender the financial instrument for which the new financial instrumentfbend]} is

substituted.

=» Section 9. KRS 138.460 is amended to read as follows:

A tax levied upon its retail price at the rate of six percent (6%) shall be paid on the

use in this state of every motor vehicle, except those exempted by KRS 138.470, at

the time and in the manner provided in this section.

The tax shall be collected by the county clerk or other officer with whom the

vehicle is required to be titled or registered:

(@ When the fee for titling or registering a motor vehicle the first time it is
offered for titling or registration in this state is collected; or

(b) Upon the transfer of title or registration of any motor vehicle previously titled
or registered in this state.

The tax imposed by subsection (1) of this section and collected under subsection (2)

of this section shall not be collected if the owner provides to the county clerk a
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(4)

()

signed affidavit of nonhighway use, on a form provided by the department, attesting

that the vehicle will not be used on the highways of the Commonwealth. If this type

of affidavit is provided, the clerk shall, in accordance with the provisions of KRS

Chapter 139, immediately collect the applicable sales and use tax due on the

vehicle.

(@) The tax collected by the county clerk under this section shall be reported and
remitted to the department on forms prescribed and provided by the
department. The department shall provide each county clerk affidavit forms
which the clerk shall provide to the public free of charge to carry out the
provisions of KRS 138.450 and subsection (3) of this section. The county
clerk shall for his services in collecting the tax be entitled to retain an amount
equal to three percent (3%) of the tax collected and accounted for.

(b) The sales and use tax collected by the county clerk under subsection (3) of this
section shall be reported and remitted to the department on forms which the
department shall prescribe and provide at no cost. The county clerk shall, for
his or her services in collecting the tax, be entitled to retain an amount equal
to three percent (3%) of the tax collected and accounted for.

(c) Motor vehicle dealers licensed pursuant to KRS Chapter 190 shall not owe or
be responsible for the collection of sales and use tax due under subsection (3)
of this section.

A county clerk or other officer shall not title, register or issue any license tags to the

owner of any motor vehicle subject to the tax imposed by subsection (1) of this

section or the tax imposed by KRS Chapter 139, when the vehicle is being offered
for titling or registration for the first time, or transfer the title of any motor vehicle
previously registered in this state, unless the owner or his agent pays the tax levied
under subsection (1) of this section or the tax imposed by KRS Chapter 139, if

applicable, in addition to any title, registration, or license fees.
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(6) (a) When a person offers a motor vehicle:

1.  Fortitling on or after July 1, 2005; or

2.  For registration;

for the first time in this state which was registered in another state that levied

a tax substantially identical to the tax levied under this section, the person

shall be entitled to receive a credit against the tax imposed by this section

equal to the amount of tax paid to the other state. A credit shall not be given
under this subsection for taxes paid in another state if that state does not grant
similar credit for substantially identical taxes paid in this state.

(b) When a resident of this state offers a motor vehicle for registration for the first
time in this state:

1. Upon which the Kentucky sales and use tax was paid by the resident
offering the motor vehicle for registration at the time of titling under
subsection (3) of this section; and

2. For which the resident provides proof that the tax was paid;

a nonrefundable credit shall be given against the tax imposed by subsection

(1) of this section for the sales and use tax paid.

(7) (a) A county clerk or other officer shall not title, register, or issue any license tags
to the owner of any motor vehicle subject to this tax, when the vehicle is then
being offered for titling or registration for the first time, unless the seller or his
agent delivers to the county clerk a notarized affidavit, if required, and
available under KRS 138.450 attesting to the total and actual consideration
paid or to be paid for the motor vehicle.

(b) If a notarized affidavit is not available, the clerk shall follow the procedures
under KRS 138.450(12) for new vehicles, and KRS 138.450(14) or (15) for
used vehicles.

(c) The clerk shall attach the notarized affidavit, if available, or other
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(8)

(9)

(10)

(11)

documentation attesting to the retail price of the vehicle as the department
may prescribe by administrative regulation promulgated under KRS Chapter
13A to the copy of the certificate of registration and application for title
mailed to the department.
Notwithstanding the provisions of KRS 138.450, the tax shall not be less than six
dollars ($6) upon titling or first registration of a motor vehicle in this state, except
where the vehicle is exempt from tax under KRS 138.470 or 154.45-090.
Where a motor vehicle is sold by a dealer|-n-this-state} and the purchaser returns
the vehicle for any reason to the same dealer within sixty (60) days for a vehicle
replacement or a refund of the purchase price, the purchaser shall be entitled to a
refund of the amount of usage tax received by the department as a result of the
registration of the returned vehicle. In the case of a new motor vehicle, the
registration of the returned vehicle shall be canceled and the vehicle shall be
considered to have not been previously registered in Kentucky when resold by the
dealer.
When a manufacturer refunds the retail purchase price or replaces a new motor
vehicle for the original purchaser within ninety (90) days because of malfunction or
defect, the purchaser shall be entitled to a refund of the amount of motor vehicle
usage tax received by the department as a result of the first titling or registration. A
person shall not be entitled to a refund unless the person has filed with the
department a report from the manufacturer identifying the vehicle that was replaced
and stating the date of replacement.
Notwithstanding the time limitations of subsections (9) and (10) of this section,
when a dealer or manufacturer refunds the retail purchase price or replaces a motor
vehicle for the purchaser as a result of formal arbitration or litigation, or, in the case
of a manufacturer, because ordered to do so by a dispute resolution system

established under KRS 367.865 or 16 C.F.R. 703, the purchaser shall be entitled to
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a refund of the amount of motor vehicle usage tax received by the department as a

result of the titling or registration. A person shall not be entitled to a refund unless

the person files with the department a report from the dealer or manufacturer
identifying the vehicle that was replaced.

(12) (@) An owner who has paid the tax levied under this section on a used motor
vehicle or U-Drive-It vehicle based upon the retail price as defined in KRS
138.450(16)(a) shall be entitled to a refund of any tax overpayment, plus
applicable interest as provided in KRS 131.183, if the owner:

1. Files for a refund with the department within four (4) years from the date
the tax was paid as provided in KRS 134.580; and

2. Documents to the satisfaction of the department that the condition of the
vehicle merits a retail price lower than the retail price as defined in KRS
138.450(16)(a).

(b) The department shall promulgate administrative regulations to develop the
forms and the procedures by which the owner can apply for a refund and
document the condition of the vehicle. The department shall provide the
information to each county clerk.

(c) The refund shall be based upon the difference between the tax paid and the tax
determined to be due by the department at the time the owner titled or
registered the vehicle.

=» Section 10. KRS 138.4603 is amended to read as follows:

(1) (a) Effective for sales on or after July 1, 2014, of:

New motor vehicles;

Dealer demonstrator vehicles;

Previous model year motor vehicles; and

el

U-Drive-It motor vehicles that have been transferred within one hundred

eighty (180) days of being registered as a U-Drive-It and that have less
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(b)

) (@

(b)

than five thousand (5,000) miles;

the retail price shall be determined by reducing the amount of total
consideration given by the trade-in allowance of any motor vehicle traded in
by the buyer. The value of the purchased motor vehicle and the amount of the
trade-in allowance shall be determined as provided in subsection (2) of this
section.

The retail price shall not include that portion of the price of the vehicle
attributable to equipment or adaptive devices necessary to facilitate or
accommodate an operator or passenger with physical disabilities.

The value of the purchased motor vehicle offered for registration and the

value of the vehicle offered in trade shall be attested to in a notarized

affidavitf—provided-that-theretail-price-established-by-thenetarized-affidavit

If a notarized affidavit is not available:

1. The retail price of the purchased motor vehicle offered for registration
shall be determined as follows:

a.  Ninety percent (90%) of the manufacturer's suggested retail price
of the vehicle with all equipment and accessories, standard and
optional, and transportation charges; or

b.  Eighty-one percent (81%) of the manufacturer's suggested retail
price of the vehicle with all equipment and accessories, standard
and optional, and transportation charges in the case of new trucks
of gross weight in excess of ten thousand (10,000) pounds; and

2. The value of the vehicle offered in trade shall be the trade-in value, as
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established by the reference manual.

= Section 11. KRS 131.183 is amended to read as follows:

(1) (a) All taxes payable to the Commonwealth not paid at the time prescribed by

statute shall accrue interest at the tax interest rate.

(b) The tax interest rate shall be equal to the adjusted prime rate charged by banks
rounded to the nearest full percent as adjusted by subsection (2) of this
section.

(c) The commissioner of revenue shall adjust the tax interest rate not later than
November 15 of each year if the adjusted prime rate charged by banks during
SeptemberfOetober} of that year, rounded to the nearest full percent, is at least
one (1) percentage point more orfef} less than the tax interest rate which is
then in effect. The adjusted tax interest rate shall become effective on January
1 of the immediately succeeding year.

(2) (@ 1. All taxes payable to the Commonwealth that have not been paid at the
time prescribed by statute shall accrue interest at the tax interest rate as
determined in accordance with subsection (1) of this section until May 1,
2008.

2. Beginning on May 1, 2008, all taxes payable to the Commonwealth that
have not been paid at the time prescribed by statute shall accrue interest
at the tax interest rate as determined in accordance with subsection (1) of
this section plus two percent (2%).

(b) 1. Interest shall be allowed and paid upon any overpayment as defined in

KRS 134.580 in respect of any of the taxes provided for in Chapters
131, 132, 134, 136, 137, 138, 139, 140, 141, 142, 143, 143A, and 243 of
the Kentucky Revised Statutes and KRS 160.613 and 160.614 at the rate
provided in subsection (1) of this section until May 1, 2008.

2. Beginning on May 1, 2008, interest shall be allowed and paid upon any
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(3)

(4)

(1)

overpayment as defined in KRS 134.580 at the rate provided in
subsection (1) of this section minus two percent (2%).

3. Effective for refunds issued after April 24, 2008, except for the
provisions of KRS 138.351, 141.044(2), 141.235(3), and subsection (3)
of this section, interest authorized under this subsection shall begin to
accrue sixty (60) days after the latest of:

a.  The due date of the return;

b.  The date the return was filed,

c.  The date the tax was paid,;

d.  The last day prescribed by law for filing the return; or
e.  The date an amended return claiming a refund is filed.

(¢) Inno case shall interest be paid in an amount less than five dollars ($5).
Effective for refund claims filed on or after July 15, 1992, if any overpayment of the
tax imposed under KRS Chapter 141 results from a carryback of a net operating loss
or a net capital loss, the overpayment shall be deemed to have been made on the
date the claim for refund was filed. Interest authorized under subsection (2) of this
section shall begin to accrue ninety (90) days from the date the claim for refund was
filed.

No interest shall be allowed or paid on any sales tax refund as provided by KRS

139.536.

=» Section 12. KRS 141.180 is amended to read as follows:

For taxable years beginning before January 1, 2005:

(@) Every individual, except as otherwise provided in this subsection, having for
the taxable year an adjusted gross income which exceeds five thousand dollars
($5,000), if single, or if married and not living with husband or wife and every
married individual living with husband or wife whose adjusted gross income

combined with the adjusted gross income of his or her spouse exceeds five
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()

(b)

(©)

(d)

(€)

thousand dollars ($5,000) shall make to the department a return stating
specifically the items which he claims as deductions and tax credits allowed
by this chapter.

Any individual who is blind or who has attained the age of sixty-five (65)
before the close of the taxable year shall be required to make a return only if
the taxpayer has for the taxable year an adjusted gross income which exceeds
five thousand dollars ($5,000). Every married individual living with husband
or wife shall, if both spouses have attained the age of sixty-five (65), be
required to make a return if the combined adjusted gross income of both
spouses exceeds five thousand four hundred dollars ($5,400). If the individual
is unable to make his or her own return, the return shall be made by a duly
authorized agent.

Any individual, who is both sixty-five (65) or over and blind before the close
of the taxable year, shall make a return if the taxpayer has for the taxable year
an adjusted gross income which exceeds five thousand dollars ($5,000).
Notwithstanding any other provision of this subsection, an individual, having
for the taxable year gross income from self-employment of five thousand
dollars ($5,000) or more, shall make a return.

Any nonresident individual with gross income from Kentucky sources and a
total gross income of five thousand dollars ($5,000) or over shall make a

return.

For taxable years beginning after December 31, 2004:

(@)

Except as otherwise provided in this subsection, every individual having for
the taxable year a modified gross income exceeding the threshold amount
determined under KRS 141.066, and every married couple living together
with a combined modified gross income exceeding the threshold amount

determined under KRS 141.066, shall file a return with the department stating
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(3)

(4)

(5)

(b)

(©)

specifically the items claimed as deductions and tax credits allowed by this
chapter. If the individual is unable to file a return, the return shall be made by
a duly authorized agent.

Notwithstanding any other provision of this subsection, an individual having,
for the taxable year, gross income from self-employment exceeding the
threshold amount determined under KRS 141.066 shall file a return.

Any nonresident individual with gross income from Kentucky sources and a
total gross income exceeding the threshold amount determined under KRS

141.066 shall file a return.

A husband and wife not living together shall make separate returns. A husband and

wife living together may make a joint return, or may make separate returns.

However, if separate returns are made, neither spouse shall report income nor claim

deductions properly attributable to the other.

Notwithstanding any other provisions of KRS Chapters 131 and 141, a husband or a

wife who is jointly and severally liable for taxes levied under KRS 141.020,

applicable penalties, and interest shall be relieved of liability for tax, interest,

penalties, and other amounts if:

(@)

(b)

The spouse has been relieved of liability for federal income tax, interest,
penalties, and other amounts for the same taxable year by the Internal Revenue

Service under Section 6015 of the Internal Revenue Code, to be effective as of

the date that the Internal Revenue Service approved the relief; or

It is shown that the spouse would have qualified for relief under the provisions
of Section 6015 of the Internal Revenue Code for the same taxable year if

there had been a federal income tax liability, to be effective as of the date that

the department approved the relief.

Notwithstanding KRS 134.580, any relief granted pursuant to paragraphs (a) and

(b) of subsection (4) of this section shall not result in a tax overpayment to the
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spouse requesting relief for payments made before the relief was approved.

(6) Each individual return shall be verified by a declaration that it is made under the

penalties of perjury.

= SECTION 13. A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO

READ AS FOLLOWS:

(1) As used in this section:

(@)

"' Apparently wholesome food' means prepared food that meets all quality

(b)

and labeling standards imposed by federal, state, and local laws and

requlations even though the food may not be readily marketable due to

appearance, age, freshness, grade, size, surplus, or other conditions;

"Prepared food" means:

(©)

1. Food which is cooked or heated by the qualifying taxpavyer;

2. __Two (2) or more ingredients mixed together to be eaten as a single
item; or

3. ___Any ingredients supplied for ingestion or chewing by humans that are

consumed for their taste or nutritional value;

"Qualifying taxpayer'' means any restaurant making a donation of

(d)

apparently wholesome food in Kentucky; and

""Restaurant'' means any facility:

1. Which is operated for profit;

2. Where the usual and customary business is the serving of meals to
consumers;

3. Which has a kitchen within the facility; and

4. Which receives at least seventy percent (70%) of its gross receipts from

the sale of prepared food and beverages.

(2) For taxable years beginning on or after January 1, 2015, but before January 1,

2019, there shall be a refundable, but nontransferable, apparently wholesome
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3)

food tax credit allowed against the tax imposed by KRS 141.020 or 141.040 and

141.0401, with the ordering of the credit as provided by Section 14 of this Act, for

each qualifying taxpayer in an amount equal to twenty percent (20%) of the fair

market value of apparently wholesome food donated in Kentucky.

If the qualifying taxpayer claims the tax credit provided by subsection (2) of this

(4)

section, the qualifying taxpayer shall only be allowed a charitable deduction on

the Kentucky income tax return equal to eighty percent (80%) of the allowable

federal charitable contribution deduction claimed related to the apparently

wholesome food.

If the taxpayer is a pass-through entity not subject to the tax under KRS 141.040,

the amount of approved credit shall be applied against the tax imposed by KRS

141.0401 at the entity level, and shall also be distributed to each partner, member,

or shareholder based on the partner's, member's, or shareholder's distributive

share of the income of the pass-through entity.

=» Section 14. KRS 141.0205 is amended to read as follows:

If a taxpayer is entitled to more than one (1) of the tax credits allowed against the tax

imposed by KRS 141.020, 141.040, and 141.0401, the priority of application and use of

the credits shall be determined as follows:

(1)

The nonrefundable business incentive credits against the tax imposed by KRS

141.020 shall be taken in the following order:

(@ 1. For taxable years beginning after December 31, 2004, and before
January 1, 2007, the corporation income tax credit permitted by KRS
141.420(3)(a);

2. For taxable years beginning after December 31, 2006, the limited
liability entity tax credit permitted by KRS 141.0401;

(b) The economic development credits computed under KRS 141.347, 141.381,

141.384, 141.400, 141.401, 141.402, 141.403, 141.407, 141.415, 154.12-
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(©)
(d)
(€)
()
(9)
(h)

@)
(k)
0
(m)
(n)
(0)
(p)
()
(r
(s)
(t)
(u)
(v)
(w)
()
(v)

2088, and 154.27-080;

The qualified farming operation credit permitted by KRS 141.412;

The certified rehabilitation credit permitted by KRS 171.397(1)(a);

The health insurance credit permitted by KRS 141.062;

The tax paid to other states credit permitted by KRS 141.070;

The credit for hiring the unemployed permitted by KRS 141.065;

The recycling or composting equipment credit permitted by KRS 141.390;
The tax credit for cash contributions in investment funds permitted by KRS
154.20-263 in effect prior to July 15, 2002, and the credit permitted by KRS
154.20-258;

The coal incentive credit permitted under KRS 141.0405;

The research facilities credit permitted under KRS 141.395;

The employer GED incentive credit permitted under KRS 164.0062;

The voluntary environmental remediation credit permitted by KRS 141.418;
The biodiesel and renewable diesel credit permitted by KRS 141.423;

The environmental stewardship credit permitted by KRS 154.48-025;

The clean coal incentive credit permitted by KRS 141.428;

The ethanol credit permitted by KRS 141.4242;

The cellulosic ethanol credit permitted by KRS 141.4244;

The energy efficiency credits permitted by KRS 141.436;

The railroad maintenance and improvement credit permitted by KRS 141.385;
The Endow Kentucky credit permitted by KRS 141.438;

The New Markets Development Program credit permitted by KRS 141.434;
The food donation credit permitted by KRS 141.392;

The distilled spirits credit permitted by KRS 141.389; and

The angel investor credit permitted by KRS 141.396.

(2) After the application of the nonrefundable credits in subsection (1) of this section,
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the nonrefundable personal tax credits against the tax imposed by KRS 141.020
shall be taken in the following order:

(@ The individual credits permitted by KRS 141.020(3);

(b) The credit permitted by KRS 141.066;

(c) The tuition credit permitted by KRS 141.069;

(d) The household and dependent care credit permitted by KRS 141.067; and

(¢) The new home credit permitted by KRS 141.388.

(3) After the application of the nonrefundable credits provided for in subsection (2) of
this section, the refundable credits against the tax imposed by KRS 141.020 shall be
taken in the following order:

(@) The individual withholding tax credit permitted by KRS 141.350;

(b) The individual estimated tax payment credit permitted by KRS 141.305;

(c) For taxable years beginning after December 31, 2004, and before January 1,
2007, the corporation income tax credit permitted by KRS 141.420(3)(c);

(d) The certified rehabilitation credit permitted by KRS 171.3961 and
171.397(1)(b);fane}

(e) The film industry tax credit permittedfaHewed} by KRS 141.383; and

(f) The apparently wholesome food tax credit permitted by Section 13 of this

Act.

(4) The nonrefundable credit permitted by KRS 141.0401 shall be applied against the
tax imposed by KRS 141.040.

(5) The following nonrefundable credits shall be applied against the sum of the tax
imposed by KRS 141.040 after subtracting the credit provided for in subsection (4)
of this section, and the tax imposed by KRS 141.0401 in the following order:

(@ The economic development credits computed under KRS 141.347, 141.381,
141.384, 141.400, 141.401, 141.402, 141.403, 141.407, 141.415, 154.12-
2088, and 154.27-080;
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(b)
(©)
(d)
(€)
()
(9)
(h)

(i)

)
(k)
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The qualified farming operation credit permitted by KRS 141.412;

The certified rehabilitation credit permitted by KRS 171.397(1)(a);

The health insurance credit permitted by KRS 141.062;

The unemployment credit permitted by KRS 141.065;

The recycling or composting equipment credit permitted by KRS 141.390;
The coal conversion credit permitted by KRS 141.041;

The enterprise zone credit permitted by KRS 154.45-090, for taxable periods
ending prior to January 1, 2008;

The tax credit for cash contributions to investment funds permitted by KRS
154.20-263 in effect prior to July 15, 2002, and the credit permitted by KRS
154.20-258;

The coal incentive credit permitted under KRS 141.0405;

The research facilities credit permitted under KRS 141.395;

The employer GED incentive credit permitted under KRS 164.0062;

The voluntary environmental remediation credit permitted by KRS 141.418;
The biodiesel and renewable diesel credit permitted by KRS 141.423;

The environmental stewardship credit permitted by KRS 154.48-025;

The clean coal incentive credit permitted by KRS 141.428;

The ethanol credit permitted by KRS 141.4242;

The cellulosic ethanol credit permitted by KRS 141.4244;

The energy efficiency credits permitted by KRS 141.436;

The ENERGY STAR home or ENERGY STAR manufactured home credit
permitted by KRS 141.437,

The railroad maintenance and improvement credit permitted by KRS 141.385;
The railroad expansion credit permitted by KRS 141.386;

The Endow Kentucky credit permitted by KRS 141.438;

The New Markets Development Program credit permitted by KRS 141.434;
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(y) The food donation credit permitted by KRS 141.392; and
(z) The distilled spirits credit permitted by KRS 141.389.
(6) After the application of the nonrefundable credits in subsection (5) of this section,
the refundable credits shall be taken in the following order:
(@) The corporation estimated tax payment credit permitted by KRS 141.044;
(b) The certified rehabilitation credit permitted by KRS 171.3961 and
171.397(1)(b);fane}
(c) The film industry tax credit permittedfaHewed} in KRS 141.383;_and

(d) The apparently wholesome food tax credit permitted by Section 13 of this

Act.
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