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NOTE SUMMARY

	Fiscal Analysis:
	               Impact
	               No Impact
	  X       Indeterminable Impact

	Level(s) of Impact:
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	Budget Unit(s) Impact
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FISCAL SUMMARY

______________________________________________________________________________

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

Rate of Change

	Revenues (+/-)
	
	Indeterminable loss
	Indeterminable loss
	

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	Indeterminable loss
	Indeterminable loss
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  Exempt fuel used for agricultural purposes.

PROVISION/MECHANICS:  Amend KRS 139.480 to exempt fuel used for agricultural purposes and make retroactive to January 1, 1997.

FISCAL EXPLANATION:  Current law exempts fuel used to operate or propel stationary engines or tractors for agricultural purposes.  The proposal clarifies and includes natural gas as a fuel that is exempt and also expands the exemption to fuel used to operate farm grain or soybean drying facilities.  An amendment adopted in the House clarifies that the fuel used to operate farm grain or soybean drying facilities is only for on-farm facilities.
Apparently in the past the Revenue Cabinet had issued a letter to a fuel supplier exempting fuel when used to operate farm grain or soybean drying facilities.  The Cabinet however was taxing fuel sold by other suppliers.  The Cabinet determined that the fuel was not being used in stationary engines as required by KRS 138.480 and rescinded the letter they had issued to the fuel supplier exempting fuel when used to operate farm grain or soybean drying facilities. The decision was made to tax such fuel on prospective basis.

After discussion with the administration and the Administrative Regulation Review Subcommittee, the Revenue Cabinet revised its position and allowed fuel used to operate farm grain or soybean drying facilities to be exempt.

The exemption for fuel used to operate farm grain or soybean drying facilities should not have a fiscal impact.  In inclusion of natural gas as a exempt fuel for agricultural purposes would have a fiscal implication.  However the impact is indeterminable but would probably be minimal.
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