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AN ACT relating to economic development.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section:

(a)
"Agriculture" means the business of raising or producing:

1.
Tobacco;

2.
Crops, the products from which are to be used for food for human consumption;

3.
Livestock, the products of which ordinarily constitute food for human consumption;

4.
Milk and dairy products;

5.
Eggs and egg products; or

6.
Horses.

(b)
"Distressed county" means a county that has a countywide unemployment rate that is equal to or greater than two hundred percent (200%) of the statewide average over the most recent five (5) consecutive calendar years, or which has had an average countywide rate of unemployment that is equal to or greater than two hundred percent (200%) of the statewide unemployment average of the most recent twelve (12) consecutive months for which unemployment figures are available, as calculated by the Department for Employment Services within the Cabinet for Workforce Development;

(c)
"Horticulture" means the business of cultivating land or raising fruits, nuts, vegetables, flowers, ornamental plants, timber, or any other legally grown product.

(d)
"Industry" means any legal business enterprise formed and operated for profit, but shall not include a business devoted to the retail sale of goods and services.

(e)
"Qualified property" means:

1.
Machinery or equipment used in industry, agriculture, or horticulture; or

2.
Agricultural breeding stock.
(f)
"Qualified structure" means any new single-purpose structure used to house any qualified property and any single purpose agricultural or horticultural structure.
(2)
A nonrefundable "business improvement tax credit" is allowed with respect to any purchase or lease of qualified property or qualified structures, providing that each individual piece of property or structure has a cost greater than one thousand dollars ($1,000) and the total aggregate annual cost shall be a minimum of twenty five thousand dollars ($25,000) and a maximum of three million dollars ($3,000,000). The maximum amount from which a credit may be calculated for expenditures for qualified property or qualified structures shall be three million dollars ($3,000,000). The credit may be allowed against the tax imposed by KRS 141.020, 141.040, and 136.070 for a taxpayer who is not eligible or does not choose any of the incentives granted in subchapters 22, 24, 26, 28, and 29 of KRS Chapter 154, and who purchases or leases qualified property that the taxpayer locates in this state, or constructs or leases a qualified structure in this state. The period of time during which an industry is eligible for the credit shall be five (5) years and shall commence from the first calendar year that an industry claims the credit. The amount of the available credit shall be equal to eight percent (8%) of the cost of the qualified property purchased or leased, and eight percent (8%) of the cost of the qualified structure constructed or leased. For taxpayers whose initial purchase or lease and utilization of qualified property or qualified structures in a distressed county occurs during the calendar year in which a county is classified as distressed, the amount of the credit shall be equal to twelve percent (12%) of the cost of the qualified property purchased or leased, and twelve percent (12%) of the cost of the qualified structure constructed or leased. If the taxpayer is a pass-through entity, the credit shall pass through in the same proportion as the distributive share of income or loss is passed through. 

(3)
If the credit is claimed against the tax imposed by KRS 141.020 or 141.040 then the amount of the credit that is allowed is the lesser of:

(a)
The amount of the available credit; or

(b)
The amount by which the current taxable year's income tax liability, computed without regards to the credit, exceeds the prior taxable year's income tax liability by five percent (5%) or twenty-five thousand dollars ($25,000), whichever is less.


Any unused credit may be carried forward indefinitely.
(4)
If the credit is claimed against the tax imposed by KRS 136.070 then the amount of the credit that is allowed is the lesser of:

(a)
The amount of the available credit; or

(b)
The amount by which the current taxable year's license tax liability, computed without regards to the credit, exceeds the prior taxable year's license tax liability by five percent (5%) or twenty-five thousand dollars ($25,000), whichever is less.


Any unused credit may be carried forward indefinitely.
(5)
A taxpayer who claims this credit shall repay the credit if the qualified structure or qualified property for which the credit was granted is disposed of or otherwise ceases to be used as a qualified structure or qualified property, or is removed from this state, at the following rate: one hundred percent (100%) if less than one (1) year, seventy-five percent (75%) if at least one (1) year but less than two (2) years, fifty percent (50%) if at least two (2) years but less than three (3) years, twenty-five percent (25%) if at least three (3) years but less than four (4) years, no repayment if four (4) or more years. If a taxpayer has unused business improvement tax credit that is being carried forward, a reduction in the amount of the credit carried forward shall be considered a repayment.

Section 2.   KRS 141.0205 is amended to read as follows:

If a taxpayer is entitled to more than one (1) of the tax credits allowed against the tax imposed by KRS 141.020 or 141.040, the priority of application and use of the credits shall be determined as follows:

(1)
The nonrefundable credits against the tax imposed by KRS 141.020 shall be taken in the following order:

(a)
The individual credits permitted by KRS 141.020(3);

(b)
The economic development credits computed under KRS 141.347, 141.400, 141.403, 141.407, and 154.12-2088;

(c)
The health insurance credit permitted by KRS 141.062;

(d)
The tax paid to other states credit permitted by KRS 141.070;

(e)
The credit for hiring the unemployed permitted by KRS 141.065;

(f)
The recycling or composting equipment credit permitted by KRS 141.390;

(g)
The tax credit for cash contributions in investment funds permitted by KRS 154.20-263;

(h)
The low income credit permitted by KRS 141.066;[ and]
(i)
The household and dependent care credit permitted by KRS 141.067; and

(j)
The business improvement tax credit permitted by Section 1 of this Act.

(2)
After the application of the nonrefundable credits in subsection (1) of this section, the refundable credits against the tax imposed by KRS 141.020 shall be taken in the following order:

(a)
The individual withholding tax credit permitted by KRS 141.350; and

(b)
The individual estimated tax payment credit permitted by KRS 141.305.

(3)
The nonrefundable credits against the tax imposed by KRS 141.040 shall be taken in the following order:

(a)
The economic development credits computed under KRS 141.347, 141.400, 141.403, 141.407, and 154.12-2088;

(b)
The health insurance credit permitted by KRS 141.062;

(c)
The unemployment credit permitted by KRS 141.065;

(d)
The recycling or composting equipment credit permitted by KRS 141.390;

(e)
The coal conversion credit permitted by KRS 141.041;

(f)
The enterprise zone credit permitted by KRS 154.45-090;[ and]
(g)
The tax credit for cash contributions to investment funds permitted by KRS 154.20-263; and

(h)
The business improvement tax credit permitted by Section 1 of this Act.

(4)
After the application of the nonrefundable credits in subsection (3) of this section, the refundable corporation estimated tax payment credit permitted by KRS 141.044 shall be allowed as a credit against the tax imposed by KRS 141.040.

Section 3.   Sections 1 and 2 of this Act shall apply for taxable years beginning after December 31, 1999.
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