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Vehicle Laws - Off-Highway Recreational Vehicles - Titling

This bill incorporates an off-highway recreational vehicle (OHRNthin the definition
of a vehicle, and as such, subjects OHRVs to the requirementittebe An excise tax
must then be imposed on any OHRYV purchased on or after October 1£2003ime a
title is issued for an OHRYV for which a sales and use tax mot collected. The fair
market value of the OHRV for which an excise tax is imposethasgreater of the
purchase price or $320. The application for certificate of titistrhe made by electronic
transmission. The bill authorizes licensed title service agenise the Motor Vehicle
Administration (MVA) electronic vehicle data transmissiontesgs An OHRYV is a
vehicle commonly known as an all-terrain vehicle, dirt bike, or snowmobile.

Fiscal Summary

State Effect: Transportation Trust Fund (TTF) revenues may increase by about
$679,700 in FY 2010 and over $1.1 million in FY 2011 under the assumptions discusse
below; this revenue increase is the result of additional tidetdéle lien fees collected by
MVA and vehicle excise taxes collected on OHRYV sales. TTF expendituresmonegse

by about $44,200 in FY 2010 and more than $56,700 annually due to additional
personnel and communication costs at MVA. Future years primarigctefiflation.

(in dollars) FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
SF Revenue $679,700 $1,134,200 $1,271,900 $1,288,200 $1,327,900
SF Expenditure $44,200 $56,500 $59,700 $62,500 $63,500
Net Effect $635,500 $1,077,700 $1,212,200 $1,225,700 $1,262,300

Note:() = decrease; GF = general funds; FF = federal funds; SF = special funds; - = indeterminate effect

Local Effect: Local revenues may increase beginning in FY 2010 due to additional
titing tax revenues distributed as highway user revenues. Expenditures afectetiaf



Small Business Effect: None.

Analysis

Bill Summary: An OHRV is defined as (1) a motorized vehicle commonly knowmas a
all-terrain vehicle designed to carry the operator and up to orssepger;
(2) a motorcycle designed for off-highway operation that is comynkmbwn as a dirt
bike and that is not a Class D (motorcycle) vehicle; or (3) a siile. An OHRV is
not a farm vehicle or any vehicle used for landscaping, gardening, or lawn care.

OHRVs are exempted from the requirement that a licensed dewleralso is an
inspection station prepare and attach an inspection certificate to a windoswathicle.

Current Law: A “vehicle” is defined as a device in, on, or by which an indivicral
property is or might be transported or towed on a highway. Such eghwith some
exceptions, must be titled. As OHRVs are not intended for highwsay they are not
currently required to be titled.

The application for a vehicle certificate of title has to bedenhy the owner of the
vehicle on the form that MVA requires. However, MVA is authatite develop and

implement an electronic system for the issuance of cetéfocaf title and the recording
and releasing of security interests. The electronic systelesigned to transmit vehicle
data to and from licensed dealers.

In addition to any other charge required by the Maryland Vehicle, ba excise tax is
iImposed on each original and subsequent certificate of title issugulsitstate for a
motor vehicle, trailer, or semitrailer. Except for velscingaged in interstate operation
registered or titled in another state, excise taxes imposed dmckevewner are paid to
MVA before the issuance of a certificate of title for thatigke. The excise tax is based
on the fair market value of the vehicle which, except in the caseuséd trailer, is equal
to the total purchase price of the vehicle, or $640, whichever isegreahy person who
fails to pay the excise tax is guilty of a misdemeanor ancbamiction, subject to a fine
of up to $1,000.

When a licensed dealer that also is an inspection stationdraresfused vehicle, it is
required to prepare and attach an inspection certificate todow of the vehicle or have
one prepared and attached by another inspection station. Vehickgsiesl from this

requirement include a used Class E (truck) exceeding three-foarthmanufacturer’s

rated capacity; Class F (tractor); Class G (freighteiraor semitrailer); Class G (dump
service semitrailer); or Class K (farm area/island) vehicle.
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Background: According to a 2006 survey by the Specialty Vehicle Instituteroérica,
at least 17 states require all-terrain vehicles to be esgibtwith the motor vehicle
agency, although four such states only require registration if thigle#eoperates on
public lands.

State Revenues. The bill requires the titling of vehicles, increasing sigatfity the
issuance of titles by MVA and increasing to a lesser extenntumber of vehicles on
which a vehicle excise tax is paid and the number of vehicleseskbyr a title lien;
registration of OHRVs is not required. Additionally, the bill doest require the
payment of the vehicle excise tax, except on the purchase of vefvichebich a sales
and use tax was not paid. Therefore, it is assumed that gemedaidvenues are not
affected as the sales and use tax continues to be collected onsCddRRMn Maryland,
but TTF revenues increase, mostly due to the payment of titleddd¥A, as shown in
Exhibit 1.

Exhibit 1
Transportation Trust Fund Revenue Sour ces and Estimates

FY 2010 FY 2011 FY 2012 FY 2013 FY 2014

Title Fees $529,300 $892,882 $1,008,145 $1,040,191 $1,077,354
Title Lien Fees 21,172 35,715 40,326 41,608 43,094
Excise Tax Revenue 129,233 205,596 _ 223,451 _ 206,400 _ 207,412
Total TTF Revenue $679,705 $1,134,193 $1,271,921 $1,288,199 $1,327,861

The revenue projection illustrated in Exhibit 1 is based on the folpvdata and
assumptions:

° Office of the Comptroller data on the number of newly purchasktérrain
vehicles and dirt bikes including fiscal 2010 sales projections of 10,588, uni
estimated future sales growth rates adjusted annually througidaa015 based
in part on current forecasts of economic conditions, and average @mates
including projected inflation rates;

° MVA title fees of $50 and title lien fees of $20;
° MVA estimates that 10% of OHRVs are secured with a lien;

o snowmobile sales and prices are not reflected in the projedtierto a lack of
data, but are expected to be negligible;
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° the number of resale units grows 5% annually, so that resold OHRVs purchased on
or after October 1, 2009 are estimated to be 25% of all OHRWshased by
fiscal 2014; and

o the number of out-of-state OHRVs paying excise tax in Madylepresents 4%
of the number OHRVs sold in Maryland, and is primarily from Delaythe only
surrounding state with a lower effective sales tax rate.

State Expenditures. TTF expenditures increase by $44,201 in fiscal 2010, which
accounts for the bill's October 1, 2009 effective date. This esinedlects the cost of
hiring one additional customer agent at MVA to process the additittealrelated
transactions. MVA advises that, generally, one customer ageeijisred for each
additional 10,000 transactions. The estimate includes a salary, framgdits, one-time
start-up costs, and ongoing operating expenses, including the cost faringoc
additional title paper and postage costs to communicate with MVA customers

FY 2010 FY 2011

Position 1

Salary and Fringe Benefits $35,728 $48,563
Start-up Costs and Operating Expenses 8,473 7,901
Total FY 2010 State Expenditures $44,201 $56,464

Future year expenditures reflect a full salary with 4.4% animgadases, 3% employee
turnover, and 1% annual increases in ongoing operating expenses. DLS ddatse
given the large number of additional transactions estimated undeillfiMVA may also
need an additional Internal Auditor position consistent with current procedures.

Local Revenues. Local revenues may increase by about $32,300 in fiscal 2010 and
more than $51,300 annually thereafter due to an increase in titlingeteenues
distributed through the Gasoline and Motor Vehicle Revenue Account as kiglsen
revenues.

Additional Information
Prior Introductions: None.

CrossFile: SB 521 (Senator Forehand) - Judicial Proceedings.

Information Source(s): Maryland Department of Transportation, Office of the
Comptroller, Department of Legislative Services
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Fiscal Note History:  First Reader - February 23, 2009
ncs/ljim

Analysis by: Evan M. Isaacson Direct Inquiries to:
(410) 946-5510
(301) 970-5510
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