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	SUBJECT/TITLE
	AN ACT relating to the taxation of motor  vehicles and declaring an emergency.


	SPONSOR
	Representative Hubert Collins


NOTE SUMMARY

	Fiscal Analysis:
	        X       Impact
	               No Impact
	         Indeterminable Impact

	Level(s) of Impact:
	          X        State
	                       Local
	               Federal


	Budget Unit(s) Impact
	


	Fund(s) Impact:
	              General
	         X       Road
	               Federal


	
	                     Restricted Agency (Type)
	               (Other)


FISCAL SUMMARY

______________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	+$1.4 million
	+$1.4 million
	

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	+$1.4 million
	+$1.4 million
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  The proposed legislation provides that the average trade-in value be used for assessing property taxes on motor vehicles and that actual cash consideration be used for the levy of the motor vehicle usage tax on the sale of used motor vehicles.

The committee substitute adds a definition for "historic motor vehicles" and provides that they are to be valued at $100 for usage tax purposes. The substitute also makes the property tax provisions retroactive to January 1, 1998.
PROVISION/MECHANICS:  The proposed legislation amends KRS 132.485 to provide that motor vehicles are assessed at the average trade-in value for property tax purposes. It amends KRS 138.450 to provide that for used motor vehicles, retail price means the total consideration given at the time of purchase or at a later date as attested to in a notarized affidavit signed by both the buyer and seller. It also provides that total consideration given does not include any amount allowed as a trade-in allowance or any manufacture or dealer rebates.

The committee substitute amends KRS 132.450 to define "historic motor vehicle." It provides that historic motor vehicles are to be valued at $100 for usage tax purposes. Also, it provides that motor vehicles are to be valued retroactively to January 1, 1998 at average trade-in value for property tax purposes.
FISCAL EXPLANATION:  Beginning with motor vehicle property tax assessments made on January 1, 1998, the Revenue Cabinet will value motor vehicles at average trade-in value, so the amendment in this bill to value motor vehicles at average trade-in will have no additional fiscal impact.

Average retail value is currently used to assess newer used motor vehicles (less than eight years old). This value is overstated and cash consideration would result in a $11.4 million revenue loss. For older used motor vehicles (more than seven years old), average trade-in value is currently used. This value is understated and cash consideration would result in a gain of $12.8 million. The net effect would be a $1.4 million gain.

With approximately 550,000 used motor vehicle transactions a year the Revenue Cabinet is concerned about their ability to compliance the cash consideration provisions.  

The changes made in the committee substitute will have no additional fiscal impact.
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