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MEASURE'S PURPOSE:  

This measure exempts newspaper inserts and catalogs for use outside of Kentucky from the sales and use tax.

PROVISION/MECHANICS:  

This measure amends KRS 139.470 to exclude from the sales and use tax gross receipts from the sale of newspaper inserts or catalogs purchased for use, storage, or consumption outside this state and delivered outside this state. The amendments included in the Act are to be effective for sales made on or after June 1, 1998.

FISCAL EXPLANATION:  

Although the proposed amendment to KRS 139.470 provides for an exemption if delivery is by a common carrier or contract carrier whether chosen by the seller or by the buyer or the seller's or purchaser's representative or by the seller's own vehicle, the fiscal implication is the provision relating to the common carrier or contract carrier being chosen by the purchaser.

The basis of the sales tax law for determining the taxable event for sales at retail (meaning sales other than for resale which are exempt) is whether the purchaser takes possession of the goods in this state. The tax consequence for the purchaser should not differ since the sale is for the purchasers use or consumption in the other state, unless the purchaser has a specific exemption in that state for the item being purchased or that state has a lower sales tax rate than Kentucky. Assuming the purchaser does not have a specific exemption for the item being purchased, the other state would collect use tax on the purchase and grant a credit for any Kentucky sales tax paid.

The fiscal implications are not known but would result in a revenue loss, since the proposed change alters the basis that has been used for determining when the taxable event for a retail sale of catalogs and newspaper inserts occurs.
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