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MANDATE SUMMARY

Unit of Government:

City;
X
County;

Urban-County


Charter County

Consolidated Local

Program/

Office(s) Impacted:
 Fiscal Court; Administrative office

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties

Modifies Existing

Adds New
X
Eliminates Existing

PURPOSE/MECHANICS

HB 425 amends KRS 68.197 to prohibit the crediting of a city license fee against a county license fee except by agreement between the city and county. Further, it prohibits a taxpayer from receiving a refund or credit for overpayment to a county, if the credit or refund is attributable to KRS 68.197, and the taxpayer seeks a credit from the county for tax paid to a city within the county, and the claim for the refund was filed or perfected after November 18, 2004. 

HB 425 requires the percentage rate of the license fee in effect on January 1, 2005 and maximum salary rate used to calculate fee to remain unchanged unless any increase is approved by the voters as prescribed. It permits rate changes to be placed before the voters at a general election or nominating primary, and it limits license fee rates to a maximum of 1%. 

The provisions of HB 425 are applied retroactively, and the new language added by HB 425 is declared to be severable from the current law. Noncodified language is provided in HB 425 to clarify the intent of the General Assembly relating to the crediting or refunding of local occupational fees.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 425 on local government would be a significant savings to the counties that are affected by the bill's provisions. The bill impacts those counties where a license tax has been authorized by a public referendum. Only two counties would be affected: Campbell County and Kenton County.
Based on the Kentucky Supreme Court opinion City of Covington, et. al, Appellants v. Kenton County, Kentucky, Appellees, 149 S.W. 3d 358 (2004), Kenton County must credit occupational license taxes paid to a city located in Kenton County, dating back to 1986. Kenton County would be required to either refund the resultant overpayment of license taxes, or grant credit against future license tax liabilities. Campbell County is also affected by the Supreme Court's decision, as it is similarly situated to Kenton County.

The passage of HB 425 would effectively render the Supreme Court's decision mute, and save Kenton County and Campbell County an estimated $14,000,000 and $20,000,000, respectively.

HB 425 also requires that the percentage rate of the license fee in effect on January 1, 2005 and the maximum salary limit used to calculate the fee to remain unchanged, unless an increase is approved by the voters. (The license fee rate originally approved by the voters was 1%, the maximum allowed under KRS 68.197. However, the rate actually levied in Kenton and Campbell Counties has been less than 1%.) This provision may limit future revenue growth, but has no impact on current license tax revenues.

DATA SOURCE(S)
Kentucky Association of Counties; LRC staff; Kenton County and Campbell County Judge/Executive Offices. 
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