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AN ACT relating to revenue and taxation.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 131 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section, "qualifying equipment" means new machinery, equipment, engines, vessels, tubulars, fittings, and similar items that are used for the extraction of oil and natural gas, the original use of which begins with the taxpayer.

(2)
A taxpayer who purchases qualifying equipment on or after January 1, 2000, and subsequently installs the qualifying equipment in the Commonwealth shall be permitted to claim a nonrefundable credit against the taxes imposed by KRS 141.020, 141.040, 136.070, 137.120, and 143A.020 in the amount determined under subsection (4) of this section.

(3)
The total cost of the qualifying equipment shall be limited to five million dollars ($5,000,000) per calendar year unless:

(a)
The taxpayer's total cost of all machinery and equipment located in this Commonwealth on the last day of the calendar year exceeds the total cost of all machinery and equipment located in this Commonwealth on the first day of the calendar year; or

(b)
The taxpayer applies for and is granted a waiver from the cabinet. The cabinet may issue a waiver only if the cabinet determines that granting an exception to the five million dollar ($5,000,000) limit on the cost of qualifying equipment is necessary to increase or retain employees in this Commonwealth.
(4)
The amount of the credit shall be twenty percent (20%) of the cost of the qualifying equipment. One-seventh (1/7) of the credit shall be claimed in each of the seven (7) years following the calendar year during which the qualifying equipment was purchased, if the qualifying equipment is still owned by the taxpayer and installed in the Commonwealth at the end of the calendar year. The qualified equipment shall not be considered sold if the taxpayer transfers substantially all of its assets as a part of a plan of reorganization under which substantially all gain and loss is not recognized by the taxpayer and the successor's basis in the qualified equipment is determined in whole or in part by reference to the basis in the qualified property of the original taxpayer.

(5)
If in any year the portion of the credit a taxpayer is permitted to claim in subsection (4) of this section exceeds the taxpayer's liability under KRS 141.020, 141.040, 136.070, 137.120, and 143A.020, the excess credit may be carried forward for three (3) years.

(6)
The cabinet shall promulgate an administrative regulation specifying the procedures for claiming the credit determined in this section.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 136 IS CREATED TO READ AS FOLLOWS:

A nonrefundable credit determined under Section 1 of this Act shall be permitted against the tax imposed by KRS 136.070.
SECTION 3.   A NEW SECTION OF KRS CHAPTER 137 IS CREATED TO READ AS FOLLOWS:

A nonrefundable credit determined under Section 1 of this Act shall be permitted against the tax imposed by KRS 137.120.
SECTION 4.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

A nonrefundable credit determined under Section 1 of this Act shall be permitted against the tax imposed by KRS 141.020 or 141.040. 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.
SECTION 5.   A NEW SECTION OF KRS CHAPTER 143A IS CREATED TO READ AS FOLLOWS:

A nonrefundable credit determined under Section 1 of this Act shall be permitted against the tax imposed by KRS 143A.020.
Section 6.   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 oil and natural gas equipment credit permitted in Sections 1 and 4 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 oil and natural gas equipment credit permitted in Sections 1 and 4 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.
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