Local Government Mandate Statement
Kentucky Legislative Research Commission
2023 Regular Session

Part I: Measure Information
Bill Request #: 836

Bill #2 HB 87

Document ID #: 1141

Bill Subject/Title: AN ACT relating to motor vehicle usage tax.

Sponsor: Representative Steve Bratcher

Unit of Government: City X County _X_Urban-County
Unified Local
X Charter County X Consolidated Local _X Government

Office(s) Impacted: County Clerks

Requirement: X  Mandatory Optional
Effect on
Powers & Duties: Modifies Existing X Adds New Eliminates Existing

Part I1: Bill Provisions and the Estimated Fiscal Impact Relating to Local
Government

HB 87 amends KRS 138.470 to provide a motor vehicle usage (MVU) tax exemption to:

- members of the Kentucky National Guard or Reserves; and

- members of the Armed Forces assigned to Kentucky and while on temporary duty
in another state, purchased a vehicle from a licensed dealer in that other state and
brought that vehicle into Kentucky.

The fiscal impact of HB 87 on local governments is indeterminable but expected to be
minimal. Counties with a higher military presence would be affected to a greater
extent than those counties with a smaller presence, but the impact would still be
minimal. KRS 138.460(4)(a) provides that the county clerk shall for his or her services in
collecting motor vehicle usage tax retain 3% of the tax collected.
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Impact resulting from exempting Kentucky National Guard or Reserves:

Currently, the Kentucky National Guard is comprised of nearly 8,000 Soldiers and Airmen
in the Army National Guard and the Air National Guard. Members do not have to be on
active duty to receive the motor vehicle usage tax exemption. 2021 data shows the average
length of vehicle ownership was 8.4 years. However, that time frame continues to increase
with many models on the road older than 11 years. Therefore, we can assume 950 or fewer
guardsmen purchase a car every year. The impact resulting for the National Guard/Reserve
exemption would be stretched out over the state, impacting the member’s county of
residence.

Impact resulting from Armed Forces assigned to Kentucky and assigned to
temporary duty in another state*:

Members of the armed forces on duty in Kentucky are already exempted from motor
vehicle usage tax. This proposal would extend the same relief to members of the Armed
Forces assigned to Kentucky regardless if they are residents of Kentucky or another state
and they purchase a vehicle while temporarily assigned to another state.

This exemption does not extend to person-to-person sales; only vehicles transferred from
a licensed motor vehicle dealer. If the vehicle is purchased from a private individual, MVU
tax would be due. If the vehicle is purchased from a dealer, the MVU tax is exempted.

MV U tax is paid at the initial registration. Out of state personnel who never moved their
residency to Kentucky would not register the vehicle, thus no MVVU tax would be due.

*The actual number of armed services members assigned to Kentucky but temporarily
assigned to another state is not publicly available.

Part I11; Differences to Local Government Mandate Statement from Prior Versions
Part Il refers to HB 87 as introduced. There are no prior versions.
Data Source(s):  LRC Staff; https://www.kentucky.gov/national.quard; 2021 Military
Active-Duty Personnel, Civilians by State (governing.com);

https://www.wardsauto.com/dealers/tapping-full-vehicle-ownership-
lifecycle-stay-top-mind
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