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	SUBJECT/TITLE
	AN ACT relating to the taxation of motor vehicles.
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NOTE SUMMARY

	Fiscal Analysis:
	        X       Impact
	               No Impact
	         Indeterminable Impact

	Level(s) of Impact:
	         X         State
	             X          Local
	               Federal


	Budget Unit(s) Impact
	


	Fund(s) Impact:
	              General
	        X        Road
	               Federal
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FISCAL SUMMARY

______________________________________________________________________________

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

Rate of Change

	Revenues (+/-)
	
	R.F.-$35.3 million
	R.F.-$38.6 million
	

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	R. F.-$35.3 million
	R.F.-$38.6 million
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  

The proposed legislation provides for the taxation of the transfer of motor vehicles based upon actual consideration given rather than the "blue book" value. In addition, the value of any trade in, dealer rebates, and any interest paid are not included in the consideration given. 

PROVISION/MECHANICS:   

The proposed legislation amends KRS 138.450 to provide that for new and 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.
FISCAL EXPLANATION:  

New automobiles are currently taxed based on 90% of manufacturer's suggested retail price, which closely approximates actual sales price. However, a trade-in allowance against the "retail price" of new motor vehicles is expected to result in a road fund revenue loss of $40 million.

Based on Revenue Cabinet information, the use of cash consideration for the levy of the motor vehicle usage tax on used motor vehicles would result in approximately a $1.4 million gain. 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. With approximately 550,000 used motor vehicle transactions a year the Revenue Cabinet is concerned about their ability to compliance the cash consideration provisions. 
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