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NOTICE

hese matenalss andl the lecture, given In
conjunction: withr them, are Intended to be
authoertauve and  provide helpiul infermatien
concerning the subject matter presented.
IHOWEVEr, Befere any: decisions: are made With
iegards tor a. partictlar problem oK course of
action, your ewn atterney should e consulted.
CircUmStances may. vany/ from Jurisdiction te
jurisdiction, depending Gl Current case law,
applicanler statutes and" local’ erdinances, and
Voulr Interpretation; of them.




What gives you the authority
to tax me?

Section 181 of the: Constitutien permits
the Generall Assembly: to delegate: pewer:
10 Iocal goeVi.

General Assemibly passes SpPeciiic statltes
Which give: pewer: terlecal gevi.

(Enabling Statutes)



Section 181 of the Kentucky. constitution provides:

he General Assemply: may, by generalilaws: enly,
provide fer the payment ofi license fees, on| franchises,
stock Used for breeding pulpPoses, the various: trades,
@ceUpations and PrefiessIons, or a SpPecial or excise tax;
and may, by aeneral laws, deledate thhe Pewer: e
counties, tewns, Cities and other Municipall corporatiens,

1o Impese and collect license fees on steck used! for
Preeding PUIPOSES, OGN rAaNnchISes, trades, eccupations
ana prefessions,




ENABLING STATUTES

he general assemioly passes Statutes
(KRS — Kentucky: Revised Statutes)

Confers pewer on counties, teWwns,, Cities
and other municipall cerporations ter carry
eUt the delegated pewer under Section
181 of the Kentucky Constitution



Cities:
Section 181 of the Kentucky Censtitution + KRS 8§ 92.280 & KRS § 92.281

Counties (800,000):

Section 181 of the Kentucky: Constitution: + KRS 8 68.180

Counties (850.000):

Section 181 of the Kentucky constitution. + KRS § 68.197(1)

Schoeol Beards:
Section 181 of the Kentucky Constitution. + KRS 8§ 160.482




i KENTUCKY LEGISLATURE




Cities; pewer: te tax

KRS § 92.280
General pewer off CIties) to) tax

The legislative bedy of eachi city off the second to) sixth class may: impose license fees on
stock Used for breeding purpeses, and onl franchises, trades, oceupations and
professions; and may: previde for the collection off suchi fees

KRS 8§ 92,2811
Levy offall taxes autherized by:Constitution Section 181

Cities of all' classes; are autherized terlevy: and collect any and all texes provided for in
Section 181 ofi the Constitution; of the Commonwealth ofi Kentucky, and to; use the

revenue therefiren for such purpeses as, may. be provided by the: legislative: bedy: ofi the
CIty.

See KRS 8§ 92.281(5)

Sixth class cities can not impese license fees on employee compensation or
net profits



Counties containing 300,000
popuUlation pewer to; tax

KRS 8§ 68.180

Occupatienal license tax In counties
containing 300,000 pepulation --

Tihe fiscal court eff each| county having a population| ef three
Aundred thousand (800,000) er moere may. by erder or resolution
IMpoese license fees on franchises, provide: for lIcensing any.
pUSINESS, trade, ececupation) or profiession, and the using,
nolding,, or exhibiting of any: animal, article, or other thing.



Counties containing 30,000
popuUlation pewer to; tax

KRS S 68,19/
icense fiees 1N counties of 30,000 or more

he fiscal coukt off each county: having a population: of
thirty: thousand (80,000) or mere may: by ordinance
IMpese license fees onl firanchises, provide for licensing
any’ business, trade; occupation, or prefession, and the
Using|, helding, or exnibiting efi any: amimal, article,  or
ether thing.



Fiscal courts and boards of education
(Coeunties of 300,000) power: to) tax.

KRS 8§160.482

Occupational license, policy (counties of
300,000).

e help provide for an efficient system of common; schoeols In any county.
having three hundredi theusand (S500,000) or mere inhabitants,, the
General Assembly delegates to the fiscal courts and boards of education ofi
any. such county the poewers and duties  set forth in KRS 160.482 te
160.488. The Generall Assembly finds and declares that in any such county.
there are besetting| public education special problems whichi can best be
solved pursuant tor KRS 160.482 te 160.488. Furthermore, the General
Assembly declares that the public policy ofi the Commonwealthiis not
offended but is best served by the authority of KRS 160.482 to 160.488 for
the impesition, payment, and collection off license fees on husInesses,
trades, occupations, and professions over and above license feesithat may.
already be iImposed! thereon.



Counties containing population of
less than 30,000 power to tax

No specific enabling statUte: granting the authority to: levy’ and collect
eccupational taxes

Authoniy derives from the Kentucky: Supreme: Court's interpretation; ofi the
KRS 67.083(2) andl holding in the case of

Casey. County Eiscal’ Court v Burke, 743 S.\W.2d 26 (1988).

Kentucky: Supreme Court upheldl an; erdinance Impesing an occupational
license tax In a county, withi less; thani 30,000 pecple, although

gave the power te) levy/ suchra tax only: te these counties Whese: population
exceeded that figure.

The court concluded that gave all counties;, including Casey
County, the authority terlevy ocecupational taxes, and that there Were ne
statutery or constitutional provisions applicable te limit counties with' less
than 30,000 peeple from Imposing the tax



KRS 8 67.083 Additional powers of
fiscal courts.

67.083 Additienal pewers of fiscal Courts.

(B) The fiscal court shall have the pewer te) carry: eut gevernmental functions Necessary.
for the operation ofi the county. Except as otherwise provided by statute or the
Kentucky: Constitution, the: fiscall court ofi any: county may’ enact ordinances, ISSUe
regulations, levy taxes, Issue bonds, approprate funds, and employ: persennel in
performance off the follewing public fiunctions........

(8) (@) The pewers granted tercounties by this section shall be in additienite all ether
powers granted to counties by ether provisions of law. These powers, other
than the power to tax, may. be exercised cooperatively by two (2) or more
counties, or by a county and a city, or by:a county' and a speciall district, or by,

a county and the state threugh, but not limited to, joint contracts, joint
OwWnership of property, or the exchange off senvices, Including persennel and
equipment. When' counties cooperate. in the provision of public services,
contracts shall be drawn terdecument the benefits andfrelative cost fior each of
the participating governments. One (1) gevernment may pay: ene hundred
percent (100%), or a lesser percentage, of alll or any part of the cost of the jeint
undertaking), based upon the written contract required by this subsection.

(b) A permissive procedure authorized by this section shall' net be deemed to be
exclusive or to prehibit the exercise of other existing laws and! laws which

may hereafter be enacted but shalllbe an alternative or supplement thereto.



“License” and “License Fees”

“Jio license” means te confer on a person the rght 1o do semething
WhHICh etherwise he weuld net lhave: the rght to do —

s Speciall prvilege rather tham a fnght: commen te; all persons.
s [t Imports regulation.

“lLicense fee” implies the 1mpositien or exaction; en the rnght te) eEXercise
a business privilege

In the City ofi Lowisville vs. Sebree, 214 S.\\W.2d 2481 (1948), the
LLouisyiller eccupational license: tex erdinance was upheld as a valid
Exercise of the power delegated to) cities, Under authority, of

, 10 Impose ‘license fees’ on franchises, trades,
Occeupations andl professions.’




“|.icense Fees” and “Occupational lfaxes”

Kentucky: Constitution Section; 181 refers, to “license fees”

Kentucky Revised Statutes (KRS) and case |law: speak: in| terms of “taxes” or
“occupational teaxes?”

The Kentucky: courts have held that an “eccupatienall tax™ Is a “license fee”
under Constitution Section 181 and! that this constitutionall provision: does
not ef Iisell grant any taxing poewers to local gevernments but enly
authorizes the' General Assembly tordelegate its taxing power.

Georae Wiedeman Brewing Company: V. City: oft Newpert, 321 S:\W.2d. 104
(1959)

... The character of any tax is to be determined by its incidents; and the
name by Which It Is described inf the: legisiation Impesing It Is Without
significance.”

City ofi Louisville' vs. Sebree, 214 S.W.2d 248 (1948)




What are “Occupationall lfTaxes™”?

They are not Inceme: taxes.
They are not “Impermissible” excise taxes.

They are not Imposed Uunder the pelice: pewer: for
pUrpese: of regulatien.

They, are revenue measures.



Occupational taxes are not Inceme taxes.

The Court off Appeals off Kentucky: (new: the Supreme Court of
Kentucky)r 1nrholding| that the Leuisvillererdinance: ter ve valid, rejected
the contention that It Imposedi ani Inceme tax and adepted the
contention efi the City that the Ordinance: lays the tax upen the
privilege of werking *** within the City, and enly: measures the value' of
the privilege by the: amoeunt efi eéarnings er net profit.:

See (Uphelding the mnght ofi
the CIties to Impoese: eccupational taxes)

See
(Uphelding rnght ofi Counties; to Impose oceupatienal taxes)

SEe
(Uphelding rnght ofi schoel heard to Impoese occupatienal
taxes)



Occupational taxes: are net “Impermissible™ excise taxes.

I substance a tiue license tax IS a permissible fonm: off excise. tax Which
CIties may ke autnonzed ter levy: Under

. It Is apparent that the drafters of the decument, When in
efifect denying cities the rght to IMPese an ‘excise’ tax, Were not using the
term) I the bread sense which would encompass a license tax, but Were
USINg It 1 the narrower Sense to characterze a tax Upen: a tiamnsaction
nvelving the sale, use or transfer of property.

\We conclude the tax here under consideration: properly: may. e
charactenzed a permissible; license: tax Whichi the: City’ ofi Lexingten could
IMPOSE UPOoN a PUSINESS enterprise and IS not an excise tax ofi the kind
WHhHICh cities under are not
empoewered to levy.



Occupational taxes are net for purposes of regulation

A “license fee” may’ be Imposead unRder
s Police power: fier purpose oi regulatien
Taxing| POWEr: fior PUKPOSES, Of revenue
Or lheth.

LLicense Fees under poelice pewers for regulation

s \Where & license fee Is Imposed under the police power, the fee exacted
MUSt net lbe selarge asito charge the ordinance with the imputation of
a evenue-producing purpese.

= The fee may not exceed tne sum which will compensate. the licensing
authoerity fei stuch services as Issuing, recording, and inspecting| related
to the regulations ter e enfierced.



Occupational taxes are for revenue.

Al “occupational tax™ is founded selely on the
ProduUctien off revenue.

Fhe bottem line isithat they, are ne mere and noless
than taxes levied en the “prvilege” ofi engaging i any
@cclpation, BUSINESs, tirade Ol prefiession Within: the
geographical beundary: of the unit of gevernment
IMpesIng the: tax.



The right te Inmpese a license fee or eccupational
tiax embraces all trades, eccupations and
proefiessions.’

fhe authority, ter tax Under this section IS; as; fali reaching
and as sweeping as language could make it..... It wouid
pe difficult ter final three words that cover wider fields of
employment:



“Engaging in business’

A single isolated transaction under specmc empleyment Isfnot

“canrying on,” “conducting,” or “managing’” business, calling, etc.
WITAIN CIty, license tax ordinance:

Woerk or senvice perfermed In the city that Is) a single act, a
number; ofi Isolated acts, or special employment onia temporary
basis are not considered engaging|in: ox Carnying onia BUSINESS
WIthIn the: meaning off a law 1Impesing a license tax.

Nevertheless, it should be understoed that where the
albevementienead activities are continueUS) or Systematic, such
Acts may e considered as engaging Inrer cariVing on a regular
PUSINESS 6r occupation



EFederal employees

The immunity of the; federal government fliom taxation does not extend: to
govermmment's officers or employees

Empleyees off United States brought action; challenging) validity: o ity
eccupational tax ordinance

Two issues presented by appellants; which were (1) didithe ordinance Ievy
ani Income tax 1N contravention of

and (2) did the ordinance: Impoese a fee: on the: prvilege of being employed
py the United States off America?

The court held: that the challenged Erankiiort, Kentucky, ordinance Isia levy
ofi such a license fee that is not prohibited by the Kentucky: Constitution and
the tax Is not a prerequisite te the rght of the taxpayer to perform his
duties.  The court stated that the appellants were subject to the tax the
same as Iif they' were not federall employees:



Attorneys

s Atterney sought annulment ofi Danville license tax

= Alleged he was officer of the court and paid statutery, fee: for license: te) practice
[aw

Court stated that tor sustaini plaintifi’sigrounds;of attack would berrequire a departure
frem legic, reasen;, cCommon sense, and justice. That every persen engaged in any.
profiession governed by a regulatory statute woeuld escape payment of the
occupational tax, which weuld have the efiect to exempt phaysicians, dentists,
pharmacists, plumbers, parbers, and many other profiessions and callings that the
[legislature Under itsi poelicer pewer: liave seen| proper to license and regulate. That
suchian exemption, has never been upheld.

Seeralser

Woeoedrufii v. City ofi Louisville, 6/ Ky. Opin. 230 (1872)
Bullitt v City ofi Padueah, 3' S.\W. 802;

Baker v. City. of Lexington, 53! S:\W. 16

Evers v. City. oft Mavfield, 85 S.W. 697;

Yantis v City. of LLexington, 94 S.\WW. 653;

Elliott v City of Louisville, 40/ S.\W. 690;

Dreidel v: City of LLouisville, 105, S:W.2dI 807.




Circuit Court Judges

m Five judeges in: Leuisville challenged eceupatienal tiax

n Alleged interference with the Independence of the judicial
system.

m [he coeurt discussed the difference between  regulation;and
SUPENRVISIGN Under police pewer and occupational tax selely
for revenue purpeses.

Stated tihere Is no license issued, no certificate to be displayed,
M0 regulations IMpoesed, e pProvisions fier revecation of prvilege,
andl the sole penalty’ previded Is a fine for failtre te preperly: file
feturns.

Held that circuit court judges are no different than fiederal
employee, state employees or general citizenny.



Income earned firem renting real preperty andi income from the sale ofi
rentall property

Individuals; partnerships andi conpoerations brought suit challenging the: authority,
off City’ of Louisville ter collect eccupational taxes on inceme firem rental property

LLoursyvilleriiad 0% Ruler— 11 S0%: of individuals; time was deveted to rental
activity than: presumption; individual istengaging ini business, activity’ rather than
simply. Investing moeney: fior production: of inceme.

The Coeurt off Appeals, held that:

The regulation exempiing individuals devoting| Iess than; 30%) Of thelr time: te
renting| real preperty wasvalid and did net unlawiully: discriminate against
corporations and partnerships;

Excluded those individualsiwio are: truly are not in “business,” but whoe have
merely invested seme savings In rental property: and whoe devoete litile: or ne time
or effort to “managing” the. property

Partnerships and corporations, are. uniguely “business” organizations and tney.
may. be presumed to) e in some USINESS.

The occupationall tax was applicable: to individuals asiwell asi corporationsiand
partnerships and could be based on both rental iIncome and income fromi the: sale
of rental property;



Limitations on the authority te tax

Statutery Restrictions and Exemptions
x General Assemblies; restrictions

Limitations: IMPosed By the: CeUItSs
x Kentucky: Constituition



Generall Assembly — Restrictions on Cities Power te Tax

Sixth class cities can not Impose license fees on employee compensation or
net profits

KRS 92.281(5) License fees on businesses, trades, occupations, or professions
may not e Imposed! by a city ofi the: sixth class at a percentage rate on salaries,
Wages, commissions, oI other compensation earned Ly PErsons for Work dene or
SEIVices performed withini said city off the sixth class nor the net profits; of
PUSINESSES), Professions, or occupations from activities conducted 1 saidl city: of

the: sixth class

Cities;can not Impoese license tax en companies: that pay both an ad
valerem  and franchise tax

KRS 92.281.(3).... nox shall it be construed to autherize a city to require amy,
company: that

pays; heth ani ad valerem tax andla franchise tax to pay’ a license tax.

Section’ 181 Sulbsection (3) states that a city’ cannot autherize any’ company.
paying an adivalerems andla firanchise tax o) pay. a license tax.

A city:cannot levy license fees against companies Whichi are paying an ad
valerem and franchise taxes assessed! pursuant te Chapter 136

KRS 92,261 (3) prohibiting the imposition: ofi a local license tax: dees not depend
upoen whether the public service corporation has a franchise from the community.
I Whichi It Is, operating but whether or noet it pays both a franchise tax and an ad

valorem, property: tax.



General Assembly — Restrictions oni Cities; Power: to Tax
(cont.)

Cities can not Impose license tax on precinct woerkers

= KRS 92.281(6) License feesi or occupational taxes may not be imposed against or collected
on Inceme! received by precinet workers for election! training or work at election; hooths

In state, county, and lecal primary, regular, or special elections.

Can not Impoese license tax on gualified investment fiund

s KRS 92.281(7) License fees or eccupational taxes may not be impesed against or collected
on' any. prefits, earnings, or distributions of an investment fund which would gualify under
KRS, 154.20-250 to 154.20-284 to the extent any proefits, earnings, or distrbutions would not
pe taxable te an ndividual investor.

Exemption of providers ofi multichannel video programming Services, or
communications services

s KRS92.281(8) () It is the intent of the General Assembly: to continue the exemption from
local license fees, and occupational taxes that existedi eniJanuary: 1, 2006, ol providers; of
multichannellvideo programming SErvices or communications SErVices as
defined in KRS, 136.602 that were taxed under KRS 136.120 prior to January 1, 2006.

= KRS 92.281(8)(b) To further this intent, license fees or occupational taxes may not be
imposed against any company: providing multichannel video programming) services, or
communications services as defined in KRS 136.602. IT only a poertion off an entity’s business
IS providing multichannel video pregramming Services or communications services including
products or services that are related to and proevided in support of the multichannel video
programming Services or communications sernvices, this exclusion applies only to that portion
off the business that provides multichannel video programming| Services or communications
services including products or services that are related to andf provided ini support ofi the
multichannell video programming Services or communications Services.



General Assembly — Restrictions on: Cities, Power: to Tax
(cont.)

Cities may exempt manufacturing establishments
s KRS 92.300(1) The legislative hody: ofi any: city: ofi the second! tersixth class may: by erdinance
exempt manufactuiing establisliments: fiion! city: taxation fio) a period not exceeding
five (5) years asian inducement te their location in the city. Inicities of the third
class, twoerthinds (2/3) of the memiers of the: city legislative body must concur for
this purpese.

Exemptions of banks, trust companies, combined bank and trust companies, savings
and lean asseciation

s KRS92.300(2) (&) No city of thersecond te sixth class or urbhan-county, gevernment may/. Impoese: of collect any,
license tax upon:

(1.) Any: bank, trust company, combined bank and trust company, or trust,
pankingl andi title Insurance: company. organized and deing husinessiin

this| state;

(2.) Any savings and lean asseciation whether: state or federally’ chartered;

Exemptions off members off Kentucky National Guardiand precinct woerkers

s KRS 92.300(2)(15) Nocity, ofi thie second! to) sixth class|or uibhan-county gevernment may impese o) collect any,
license tax uponiincome received:

(1.) By members of the Kentucky: Nationall Guard for active duty training,
URIt training| assemblies and annual field tramning; or

(2.) By precinct workers for election training or work at election booths in
state, county, and local primary, regular, or special elections.



Generall Assembly — Restrictions on| Cities Power te Tax
(cont.)

Exemption of volunteer member fire
companies of cities off feurth class

m KRS 92.500(2)(1)(3) Unpaid velunteer members of fire
companies In cities ofi the fiourth class shall be exempt from
city poell taxes so lengl as they: remain; active memers.

Clties camn not regulate the perfermance of
duties and activities oft minISters

s KRS 92.300(2)(b)(4) Pursuant to KRS 92,281, noe city shall
regulate any aspect off the manner in Which any: duly/
ordained, commissioned, or denominationally licensed
minister of religien may: perform his or her duties and
activities as a minister ofi religion. Duly: erdained,
commissioned, or deneminationally: licensed ministers; of
religion shall be subject te the same license fees Impoesed on
others Inithe city enacteadl pursuant te KRS 92.281.



Generall Assembly — Restrictions on Counties (containing
300,000 pepulation) Power: to Tax

Counties can not Impose. license tax on companies that pay.
poith an ad valerem and franchise tax

s KRS 68.180(3) (a) No public service company: that pays an ad
valerem, tax shall he required to pay: a lIcEnSse: tax.

Counties camn not Impose lIcense tax en precinct workers

s KRS 68.180(3)(e) No license tax shall be imposedi upon income
recelvedt by precinct Werkers fior elections training or work at election
PEOLAS I state, county, and lecall prmany, regular, or special elections.

Counties can not impose license tax on gualified investment
und

s KRS 68.180(3)(F) No'license tax shall be impesed upen any. profits,
earnings, or distrbutions of animvestment fund which weuld gualify,
under KRS 154.20-250 to) 154.20-264 te) the extent any profits,
earnings, or distributions Woeuld noet be taxable: ter an ndividual investor,
Iqr In other cases where the county IS prohibited by law from impesing a
Icense tax.



Generall Assembly — Restrictions on Counties (containing
300,000 pepulation) Poewer to: lax (cont.)

Exemption of providers of multichannel video programming
SErVICES O communications SerVvIces

KRS 68.180(3)(h)(1) It is the intent of the General Assembly: o continue the
exemption from localllicense fees and eccupational taxes that existed on January.
1, 2006, for providers ofi multichannel video programming SenvIices; or
communications services as defined!in KRS 136.602 that were: taxed under KRS
136120 prior terJanuary: 1., 2006.

KRS 68.180(3)(1)(2). To further this intent, nNe company’ providing
multichannel videe programming SErRVICEs: or communications SenVvices as, defined
In KRS 136.602 shall be required to pay’ a license tax. It only a portion ofi an
entity’s businessi is: providing| multichannel video: programming Services or
communications services, Including preducts, or services that are related terand
provided|ini stipport of the multichannel video pProgramming SEenvices or
communications senvices, this exclusioniapplies only to that pertion: of the
business that provides multichannell video programming Senvices; or;
communications services, Including) preducts or services that are related terand
provided in support: of: the multichannellvideo programming SenVices or;
COMMUNICALIONS SENVICES OF COMMURICAIoNS SENVICES.



Generall Assembly — Restrictions on Counties (containing
300,000 pepulation) Poewer to: lax (cont.)

Exemptions ofi banks, trust companies;, combined bank and trust
companies, savings and loan association

s KRS, 68.180(3)(c) No license tax shalllbe impoesed upon or cellected! from any.
pank; trust company, combinedihank and trust company, combined trust,
panking and title: BUSINESS Nl this state, any savings and' loan asseciation,
Whether state or federally chartered.

Exempition for members, of Kentucky Natienal Guard

s KRS 68.180(3)(d) No license tax shall be imposed upon inceme. received! by
members of the Kentucky: NatienallGuard for active duty training), Unit traiming
assemblies, and annual field training.

County population over 300,000 can not regulate the performance
of duties;and activities of ministers

n KRS 68.180(5) Pursuant terthis section, no fiscallcourt shall regulate any.
aspect off the manner i which; any: duly erdained, cemmissiened, or
deneminatienally licensed minister of religion may’ perform: his or her duties and
activities as a minister of religion. Duly’ erdained, commissioned, or
deneminationally licensed ministers of religion shallfbe subject to the: same
license fees imposed on others: in the county on salaries, Wages, commissions,

and other compensation earned for work done and services performed or
rendered.



General Assembly — Restrictions on Coeunties
(centaining 30,000 pepulation) Pewer: to: Tiax

Counties can not Impese! license tax en companies, that pay both an ad
valerem and franchise tax

KRS 68.197(4)(b) Ne public service company. that pays an adivalerem tax Is required to
pay. a license: tax

Exemption of providers of multichannel video programming SerVIices or
COmMmuRIcations Services

KRS 68.197(4)(c)(1). It is the intent of the Generall Assembly to) continue: the exemption
from localllicenserfiees andl occupational taxes that existedion January: 1, 2006, fior providers
off multichannel video programming| SerVices or communications, services as defined inf KRS
136.602 that were taxed! under KRS, 136.120 prior to) the effective date ofi thisi section.

KRS 68.197(4)(2). Tie further this intent, ne company. proeviding multichannel video
programming Services or communications services as defined: in KRS 136.602 shall he
required to pay a license tax. liFonly'a portion of an entity’s, business is: previding
multichannell video programming services including preducts or services: that are' related to
and provided in support of the multichannel video programming Services ol communications
services, this exclusioniapplies only to that portion of the business that provides
multichannel video programming SEerVices: or communications senvices, including preducts or
Services, that are related ter and provided in sSUpport of the multichannel video programming
SEIVICEes Or COMMURICAtIoNS SENRVICES.



General Assembly — Restrictions on Counties
(containing 30,000 pepulation) Power te Tax (cont.)

Exemptions of banks, trust companies, combined bank and trust
companies; savingsiand leanasseciation

s KRS 68.197(4)(d) No license tax shall be imposed upen: or collected frony any insurance
company’ except asprovided in KRS 91A.080, bank, trust company, combined! bank and trust
company, combined: trust, banking, andi title business in this state;, or any savings and lean
asseciation whether: state or federally chartered, or in other cases wWhere the county. Is
prohibited by law, fremi imposing a license fee.

Exempition fior members of Kentucky National Guard, precinct workers and
gualified mvestment fund

s KRS 68.197(5) No license fee shall be imposed or collected on income received: by,
members of the'Kentucky: Nationall Guard fer active duty training, Unit training assemblies;
and annual field traiming, or en/income received by precinct werkers for election training or
Wwork at election; beoths in state, county, and local’ primary, regular, or speciall elections, or:
Upon any. profits, earnings, or distributions: of an imvestment fund which would gualify: under
KRS, 154.20-250 to 154.20-284 to the extent any profits, earnings, or distributions would not
e texable to an individual investor.

County pepulatien ever 30,000 can not regulate the performance of duties
and activities off ministers

s KRS 68.197(11) Pursuant to this section, no fiscal court shall regulate any aspect of the
manner in which any duly erdained, commissioned, or deneminationally:licensed minister: of
religion may perform his or her duties andl activities; as a minister of religion. Duly erdained,
commissioned, or deneminationally  licensed ministers of religion shall be subject to the
same license fees imposed on others in the county on salaries, wages, commissions, and
other compensation earned for work dene and services performed or rendered.



General Assembly — Restrictions on Boards of
Education Power to Tlax

Beards off Education can net impese license tax en companies, that pay.
boith an adivalerem and firanchise tax

KRS 160.483(3) No public service company: Whichipays ani ad valerem tax I1s required! to
pay: a license fee.

Exemption of providers oft multichannel video programming SenVvices or
communications services

KRS 160.483(4) (a) It is the intent of the General Assembly to continue the exemption
from lecal license fees and eccupationall taxes; that existed on Januany 1, 2006, foer providers
oft multichannel video programming Services or communications services asidefined in KRS
136,602 that were taxed! under KRS 136.120 prior to January: 1, 2006.

KRS 160.483(4)(1b) To further thisiintent, no company providing multichannel video
programming Services or communications services as defined in KRS 136.602 shall he
required to pay a license fee. Ifi only a portion ofi an entity's business is providing
multichannellvideo programmingl SErVices or communications services, Including preducts or
services that are related to and' provided ini support of the multichannel video programming
Services or communications senvices, this excliision;applies only to that portion ofi the
business that provides multichannel video programming Services or communications
services, Including preducts or services that are related to and provided in support of the
multichannel video programming SEervices ol communications Services.



General Assembly — Restrictions on Boards of
Education Pewer to lfax (cont.)

Exemptions off banks, trust companies, combined bank and trust companies, savings
and loan asseciation, members Kentucky Natienal Guard, and precinct workers

s KRS 160.483(5) No license fee shall'be imposed upon or collected from:

(@) Any bank, trust company, combined bank and trust company, combined trust, banking and
title business in this state;

() Any savings and loan association Whether state or federally’ chartered;

() Any income received by members of the Kentucky Nationall Guard for active duty trainingj,
unit training| assemblies, and annual field training; or

(d)r Any income received by precinct workers for election training| or work at election| beoths in
state, county, and lecal primany, regular, or special elections.

Exemption off nen-residents

s KRS 160.483(6) No license tax shallflbe collected from any: individual who: is net a resident
off the county of the tax-levying authority Impoesing the tax.

Boeards ofi Education can noet regulate the perfermance off duties andlactivities) of
MINISters

s KRS 160.483(7) Pursuant to this section, ne tax-levyingl authoerity: shall regulate any aspect
off the manner inwhich any dulyerdained; commissioned), or denominationally licensed
minister of religion may: perferm hisior her duties and activities as a minister of religion. Duly.
ordained, commissioned, or deneminationally licensed ministers, of religion shall be subject
to the same! license fees Imposed on others by the tax levying authoerity on salaries, Wages,
corr&mis(sjions, and other compensation earned for work dene and services performed or
rendered.



Summary

Cities (2-5 class)

Counties 300,000

Counties 30,000

Bd. Education

Ad Valorem and
Franchise Tax

KRS 92.281(3)

KRS 68.180(3)(a)

KRS 68.197(4)(b)

KRS 160.483(3)

Precinct Workers

KRS 92.281(6)
KRS 92.300(2)(b)(2)

KRS/ 68.180(3)(e)

KRS 68.197(5)

KRS 160.483(5)

Qualified Investmenit
Funds

KRS 92.281(7)

KRS 68.180(3)(f)

KRS 68.197(5)

KRS 160.483(4)(a) &
(9)

Multichannel video
programming or
comm.

KRS 92.281(8)(a) &
(2)

KRS 68.180(3)(b)(1)
&(2)

KRS 68.197(4)©(1)&
(2)

KRS
160.483(4)(2)&(b)

Banks, trust co.,
savingsiand lean
associations

KRS 92.300(2)(a)

KRS 68.180(3)(d)

KRS 68.197(4)(d)

KRS 160.483(5)

Kentucky National
Guard

KRS 92.300(2)(b)(1)

KRS 68.180(3)(d)

KRS 68.197(5)

KRS 160.483(5)

Regulatingl Ministers

KRS/ 92.300(2)(b)(4)

KRS 68.180(5)

KRS 68.197(11)

KRS 160.483(7)

Noen-residents

KRS 160.483(6)

Volunteer Firemen

KRS 92.300(2)(b)(3)
(cities of 4t class)




Limitatiens Imposed by the courts

Kentucky: Constitution

m Section 2

Albselute andlarbitralny pewer over the lives, lierty
and preperty of fireemen: exists NewWhere ini a
repullic; net even in the largest majenity

s Section 171

... laxes shall e levied and coellected for public
puUrpeses enly: and shall ve: uniienm upen: all
PrepEerty. ofi the same class subject te) taxation
withinr the: terrteral limits of the: authoenity, Ievying
the tax; and all taxesi shall be leviedlanadl collectea

By general 1aws.



Limitatiens Imposed by the courts

Tax must be based on reasonable
classifications

Fax: must not e disciminatory

Fax must net e excessive, arbltrany, ol
prehikItve: (nen-confiscatery)



Reasonable Classification

Uniferm; as to class andl applied equally: within the class.

a A texing authenty cannot single eut a particular entity for specialilicensing and/or
require that entity’ ter bear a heavier burden; than ether entities; are required to
pear:

s "It 1s familiar law that the selection ofi subjects, off classification for taxation
Teundedi upon a naturall andl reasenable basis, with a legical relation te) the
puUrpPeses and objectives, off a statute: or ordinance, does not offend the principle
off equality or unifermity ini the impesition of a tax o this' character so long asi i
operates eqgually’ upen all off these within the class.*

= The classification must e based on reasonable distinction, uniferm as to the
class, and not excessive, arbitrary or prohibitive. The ordinance cannot create a
speciall class; for the pulpese: of Impesing anl additional tax burden



Non-Discriminatery.

Resident and nen-resident

It is well settled that there must be seme reasenable hasis for the
classification, and classification based on mere difference: in
cliizenship cannot e sustained.

IHeNce. a statute or ordinance WhIch, In IimpoesingllicEnse taxes,
discriminates In fiaver ofi residents off the: city/ or state, as agalnst
nenresidents off the same class; IS unconstitutional.

May impoese nondiscriminatory lIcense; tax on nonresidents;wioe
constantly: use city’s streets to deliver goeds 1o thelr CUSIemEers

BUL can't apply’ license feeror tax en non-residents Wno: merely: pass
threughi thercity

, 214 S.\W. 2d 765



Non-Confiscatory

The werd, “confiscatory,” means, that the preportionate tax cannot ke
unreasonable’ or arpitrany/ as teramoeunt te a confiscation of property or a
denial eff the nght terengage 1nl a particular trade, eccupation, or
Profession.

Thus;, the: preportionate tax canmnot place’ an eppressive burden on the
taxpayer.

A license: tax for revenue: purposes can not prohibit or substantially.
prohibit by taxation a legitimate hUsiness.

Validity: i a revenue: law:is 1o be measured net by the consequence! It
may. have en any ene or a fiew!individuals but by result It preduces; on
these: ofi a class engaged In the eccupation or husiness seught te e
subjected! to the tax.



Presumption ofi Constituitionality,

State'legislatures pessess the greatest fieedem;in
classifications i the field ofi taxation.  SINce MemBErs ol a
legislature necessarily: enjoy: a familiarity: with lecal
conditiens which the Supreme Court could not have, “the
presumptien ofi copstitutionality, cani ve overceme: only,
Y/ the moest explicitt demoenstration that a: classification IS
a hostile and oppressive: dischiminanen against particular
PErsens and classes. The bhurden IS en the one attacking
the legisiative: arr@angement te nNegate every: conceivanie
9asIS WhHICHI mIght sSUppent It.*



Statutory: Censtruction

Legal Interpretation

s Statutes Impesing|license. or privilege taxes are strictly,
construed against state: or taxing pewer, and all' deuis as te
construction must Be reselved I favolr: of taxpayers.

Exemptions

s he general rule I1s that exempting statuies are to be Strctly
construed as against the one: claiming the exemption.
Exemptions will never he implied except by the: moest
satisfactory and imperatve language.

m SEe
There it was statedl that taxation! IS the rule, and exemption
therefore the exception.



“Double taxation”

‘In the present Constitution there is a declaration that taxation must be uniferm, but ne direct
prohibition against double taxation. But a prohibition against deuble taxation was hardly:
necessity, hecause there cannot e such a thing as double taxation where the taxation I1s: unifierm.

“Double taxation! means taxing twice, for the same purpose, In'the same year, seme ofi the
property in the territory im which the tax Is laid without taxingl all of it. IT all' the proeperty:in the
territory upen Which the tax Is imposed is taxed twice and fior the same purpoese and in the same
year witheut discrimination or exemption, this is net deuble taxation in the sense that such
taxation IS prohibited), because, within constitutional limits;, i the tax Is uniferm, the amount of i
IS In the discretion of the taxing authorities, and itmay: all be levied at ene: time, or it may. be the
subject ofi several levies. Uniformity: inl taxation; and double' taxation are whelly incensistent. One
cannot exist where the other Is in force. Andi se If eur constitutional scheme: of uniform taxation Is
obsenved, there cani be no double taxation.'

Transient reom tax and city occupational tax did net constituie double taxation, as the two taxes
Were not Imposed on same property: by same governing body durng same taxing period for same
taxing purpose 83.340-83.350

Property tax and licenseror occupational tax is not within; the: prehibition' against “doubles taxation®
nor is ordinarly, the Imposition of twe or more licenses or occupation taxes.



Regulatiens

Eiling of Retuims

m  License shalllbe issued and enforced on terms and conditions' as, prescribed by erdinance authoerize by implicationrthe power of
city/torrequire filing oft ani eceupationalllicense: tax retunniand the enforcement aff that reguirement by means oii a: penalty as
necessany incident ta exercise of expressed grant. 181, 91.200; 91.200(3), 91.260, 92.281.

Requirement off Registration

m  Regulation impesing on business entities the duty to registerr and give infermation as to items subject toifederaliincome tax but
exempt from occupational tax did net represent ani unconstitutional exercise of absolute and anbitran/ pewer:

Reqduirement tofile Eederal Schedules

m  Federal tax retuin schedules aneran integral part of a taxpayer's boeks and records which arersubject toiverification and
examination by the taxing authorities.” I erder te reguine taxpayers to attach federal income: tax schedules or their federal
INcome tax return te the net profit tax return;, an erdinance must be  passed specifically: setting| this: requirement forth: in; detail.

m A city off the fourth class lias authority: ter enact an erdinance: requiring its taxpayers: toi file federal income tax returni schedules as
a part off the city’s) net profits tax returns as a verification of such| returns.

Autherty te audit

= Reasonable enactments granting local gevernments inguisitorial powers to determine the accuracy of tax returns have been held
valid as not being in'confiict withi the due process, searchiandiseizure, andi other clauses of the federalland state constitutions:

(Missauri Supreme Court case)

s Orndinances authoerizing|cities tor examine boeoks and! records;are not unceonstitutional as being an: unreasocnable search and seizure



Penalties

Penalty for failure tosfile infamount of 5% of Unpaid license; fee for each
monthior fraction; of montn such return remained unfilled, not exceeding
penalty’ ofi 25% In the aggregate; Was, not Void ferr EXCessIVEness.

Penality, net unreasenable; confiscatory, o amitrany

Coeunty: gevernment was, entitlied ter recover penalties and! interest on
adjudged delinguent occupational license fees as authorized! by, City,
ordinance; penalties and interest were valid methodl ofi enforeing tax
ProVISIons.

Penalties may. e Impoesed fior fallure: te pay the tax, but such penalties
must be codified by ordinance.



