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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 SUBCHAPTER 20 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

The General Assembly hereby finds and declares that the general welfare and material well-being of the citizens of the Commonwealth depend in large measure upon the reinvestment and development of existing labor-intensive businesses within the Commonwealth, and that it is in the best interests of the Commonwealth to induce the reinvestment of existing businesses within the Commonwealth in order to advance the public purpose of relieving unemployment by preserving jobs that may no longer exist if not for inducements, and to create an economic environment where existing businesses shall be encouraged to expand their presence within the Commonwealth by repairing, maintaining, and investing in research and development, buildings, improvements, machinery, technology, and equipment of all types necessary for those businesses to produce goods and services within the Commonwealth.
SECTION 2.   A NEW SECTION OF SUBCHAPTER 20 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 3 of this Act, unless the context clearly indicates otherwise:
(1)
"Business" means any corporation, limited liability company, partnership, registered limited liability partnership, sole proprietorship, business trust, association, or any other entity registered to do business within the Commonwealth.

(2)
"Capital expenditure" means any cost, including fabrication, transportation, and installation costs, paid or accrued in the taxable year and of a type, under the Internal Revenue Code of 1986, that is eligible for depreciation, amortization, or accelerated capital cost recovery for federal income tax purposes, except that "capital expenditure" shall not include any cost associated with a lodging facility, unless the facility is:

(a)
A full-service lodging facility having not less than two hundred (200) guest rooms; and

(b)
Integral to attracting tourism or conventions to the local area, as determined by the Cabinet for Economic Development.
(3)
"Full-time employee" means an individual who is employed for consideration for at least thirty-five and one-half (35.5) hours a week for at least six (6) months of the calendar year, or who renders any other standard of service generally accepted by custom or specified by contract as full-time employment.

(4)
"Purchase" means all purchases defined under KRS 139.090.

(5)
"Sales and use taxes" means all applicable sales and use taxes paid on all purchases by the business to the Commonwealth, or to any third party, including but not limited to construction contractors, suppliers, and vendors, as provided for under KRS Chapter 139.

SECTION 3.   A NEW SECTION OF SUBCHAPTER 20 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

(1)
In addition to any other exemption provided for under Sections 1 to 3 of this Act, any business shall be entitled to a refund of all sales and use tax liability, as set forth in KRS Chapter 139, incurred by the business for the year in which the business becomes qualified, and each subsequent year thereafter in which the business meets the requirements set forth in subsection (3) of this section; however, expenditures associated with activities governed by Section 226 of the Constitution of Kentucky or by KRS Chapter 230 shall not be eligible for a refund under this section.

(2)
Notwithstanding subsection (1) of this section, sales and use tax liability on office equipment, office furnishings, and office supplies shall not be eligible for the refund under subsection (1) of this section.

(3)
For a business to become a qualified business, the business shall apply for a certificate of eligibility from the Cabinet for Economic Development. 

(4)
A business shall be entitled to a certificate of eligibility provided that it annually meets the following eligibility requirements:

(a)
A business shall have capital expenditures within the Commonwealth of at least one hundred thousand dollars ($100,000);

(b)
A business shall employ a minimum of ten (10) full-time employees who are residents of the Commonwealth, subject to the state income tax imposed by KRS 141.020, and employed by the qualified business; and

(c)
1.
A business shall compensate a minimum of ninety percent (90%) of its full-time employees with base hourly wages equal to either:

a.
Seventy-five percent (75%) of the average hourly wage for the Commonwealth; or

b.
Seventy-five percent (75%) of the average hourly wage for the county in which the project is to be undertaken.

2.
If the base hourly wage calculated in subparagraph 1.a. or 1.b. of this paragraph is less than one hundred fifty percent (150%) of the federal minimum wage, then the base hourly wage shall be one hundred fifty percent (150%) of the federal minimum wage.

3.
In addition to the applicable base hourly wage calculated in subparagraph 1. or 2. of this paragraph, the business shall provide employee benefits equal to at least fifteen percent (15%) of the applicable base hourly wage; however, if the business does not provide employee benefits equal to at least fifteen percent (15%) of the applicable base hourly wage, the business may meet the requirements of this subparagraph if it provides ninety percent (90%) of its full-time employees total hourly compensation equal to or greater than one hundred fifteen percent (115%) of the applicable base hourly wage through increased hourly wages combined with employee benefits. 
(5)
For a business to receive a certificate of eligibility, each business shall annually file for an application for a certificate of eligibility with the Cabinet for Economic Development.

(6)
The application for a certificate of eligibility shall set forth the number of employees employed by the business, the average wage rate for all employees employed by the business, the amount of capital expenditures invested by the business in the Commonwealth for the calendar year for which the certificate of eligibility is requested, and the amount of sales and use taxes paid pursuant to KRS Chapter 139 for which the qualified business may be eligible to receive a refund under this section for the calendar year for which the certificate of eligibility is requested.

(7)
A business shall file for a certificate of eligibility with the Cabinet for Economic Development by no later than January 31 of each calendar year for sales and use taxes paid on eligible expenditures made during the prior calendar year. The Cabinet for Economic Development shall approve or deny an application for a certificate for eligibility within sixty (60) days from the date the application is received.

(8)
Eligible expenditures subject to sales and use taxes by a business shall not exceed fifteen million dollars ($15,000,000) annually.

(9)
A qualified business may file for a refund from the Revenue Cabinet, as provided for under this section, on the date which the application for a certificate of eligibility is approved by the Cabinet for Economic Development or sixty (60) days after the application for a certificate of eligibility is received, whichever is earlier. In no event shall a business seek a refund of sales and use taxes outside the statute of limitations as provided for under KRS 139.620.

(10)
In the event a business seeks a refund of sales and use taxes on eligible expenditures before the Cabinet for Economic Development approves an application for a certificate of eligibility, and it is subsequently determined that the application for the certificate of eligibility is denied, the business shall be required to repay to the Revenue Cabinet all refunds of sales and use taxes obtained by the business under this section. The business shall repay any refunded sales and use tax amounts within thirty (30) days from the date the application for a certificate of eligibility is denied by the Cabinet for Economic Development.

(11)
Motor vehicles considered commercial vehicles pursuant to KRS 186.050 and licensed at more than twenty-six thousand (26,000) pounds, purchased by a qualified business and used solely for business purposes, shall be exempt from the motor vehicle usage tax subject to the limitations provided for under KRS 154.45-090(5) and KRS 154.45-090(6).

(12)
The total tax refund available for commitment by the authority, for each fiscal year, shall not exceed twenty million dollars ($20,000,000) for businesses operating within areas designated by KRS 154.45-050, and twenty million dollars ($20,000,000) for businesses that are not within areas designated by KRS 154.45-050.

(13)
The Cabinet for Economic Development and the Revenue Cabinet may promulgate administrative regulations, pursuant to the provisions of KRS Chapter 13A, necessary or convenient for the administration of Sections 1 to 3 of this Act, which shall include but not be limited to the development and filing requirements of forms and documents to facilitate the refund of sales and use taxes paid as provided for under subsection (1) of this section.

SECTION 4.   A NEW SECTION OF SUBCHAPTER 20 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

Sections 1 to 3 of this Act shall be known as the Kentucky Enterprise Zone Reform and Job Preservation Act.
Section 5.   An eligible business may apply for a refund on sales and use taxes paid on capital expenditures made on or after July 1, 2004.
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