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MEMORANDUM
TO: Members of the Appropriations and Revenue Committee
FROM: Katy Jenkins, Committee Analyst
Appropriations and Revenue Committee
DATE: October 15, 2025
SUBJECT: Staff Summary

Inventory Tax Credit
Claimed for the Year Ended December 31, 2024

The purpose of this memorandum is to relay summary information to members of the Interim Joint
Committee on Appropriations and Revenue related to the income tax credit available for those
individuals or businesses timely paying the ad valorem tax on tangible personal property in the
form of inventory. Under KRS 141.408, beginning on or after January 1, 2018, any taxpayer that
timely pays an ad valorem tax to the Commonwealth, or any political subdivision thereof, for
property described in KRS 132.020(1)(e) or 132.099 shall be allowed a nonrefundable and
nontransferable income tax credit.

The Department of Revenue is statutorily required to report certain taxpayer-specific information
to the Interim Joint Committee on Appropriations and Revenue by October 1 of each year. The
taxpayer-specific information contained in the Department's annual report remains confidential
and is not available for public use. Posting the full report to the committee's website may violate
KRS 131.190. Therefore, this staff summary is provided.

The income tax credit was originally phased in, with the income tax credit equaling the following
proration for the first four taxable years:
o Twenty-five percent (25%) of the ad valorem tax timely paid for taxable years beginning
on or after January 1, 2018, but before January 1, 2019;
o Fifty percent (50%) of the ad valorem tax timely paid for taxable years beginning on or
after January 1, 2019, but before January 1, 2020;



e Seventy-five percent (75%) of the ad valorem tax timely paid for taxable years beginning
on or after January 1, 2020, but before January 1, 2021; and

e one hundred percent (100% of the ad valorem tax timely paid for taxable years beginning
on or after January 1, 2021.

The chart below contains the cumulative total of tax credits claimed for each year since 2018,
providing a historical perspective for the amounts claimed as returns are processed for the current
and prior taxable years.

Year Total Credit

2018 $3,769,593
2019 12,091,849
2020 21,679,295
2021 19,238,969
2022 24,359,261
2023 20,722,503
2024 7,235,016
Total 109,096,485

It is important to remember that this income tax credit is only useful to those taxpayers having an
income tax liability. If the individual or business does not have an income tax liability, a portion
or all of the income tax credit may not be claimed in a taxable year producing zero taxable income
or a net loss.

The following pages report the total tax credit claimed by county, by location of the property upon
which the credit was allowed, and the annual amount claimed from 2018 to 2022.
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