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AN ACT relating to economic development.

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

Section 1.   KRS 42.455 is amended to read as follows:

(1)
There is established within the Department for Local Government a Local Government Economic Assistance Program to consist of a system of grants to local governments to improve the environment for new industry, to establish Coal County Capital Access Funds in coal producing counties that elect to participate in this fund, and to improve the quality of life for the residents.

(2)
Grants obtained under this program shall be used for priority expenditures. Thirty percent (30%) of all moneys in the fund shall be spent on the coal haul road system as described in subsection (7) of this section. Moneys[The ]remaining in[seventy percent (70%) of] the fund after the transfer of funds as set forth in Section 3 of this Act, shall be spent on priority categories limited to the following, but in no event, with the exception of a Coal County Capital Access Fund, shall grants obtained under this program be used for expenses related to administration of government:

(a)
Public safety, including law enforcement, fire protection, ambulance service, and other related services;

(b)
Environmental protection, including sewage disposal, sanitation, solid waste, and other related programs;

(c)
Public transportation, including mass transit systems, streets, and roads;

(d)
Health;

(e)
Recreation;

(f)
Libraries and educational facilities;

(g)
Social services for the poor, the elderly, and individuals with disabilities;

(h)
 Industrial and economic development;

(i)
Vocational education;

(j)
Workforce training; and

(k)
Secondary wood industry development.

(3)
The use of entitlement funds for repayment of debt as related to long-term bond issues is permissible as long as the revenue from the bond issues is expended on priority categories.

(4)
Grants obtained under this program may be used as local portion to secure federal programs as long as program expenditures are in the priority category area. Interest earned on funds received by local units of government shall be considered available for use by the local unit of government in the priority expenditure categories.

(5)
The Department for Local Government shall be responsible for the promulgation of rules and regulations necessary to implement the grants programs authorized by this section.

(6)
The Department for Local Government shall assure that a public hearing is held on the expenditure of funds received under KRS 42.450 to 42.495, only as the expenditure relates to grants other than the Coal County Capital Access Funds. Advertisement of the public hearing shall be published at least once but may be published two (2) or more times, provided that one (1) publication occurs not less than seven (7) days nor more than twenty-one (21) days before the scheduled date of the public hearing. The department shall submit an annual report to the Governor indicating how the grants were used and an evaluation of the program's effectiveness in improving the economy of the units of government receiving assistance.

(7)
On or before August 15, 1980, and each year thereafter, the Transportation Cabinet shall publish and furnish to the Department for Local Government a directory, including supporting maps and other documents, designating the official state coal road system in coal impact and coal producing counties which shall include all public highways, roads, and streets over which quantities of coal, sufficient to significantly affect the condition and state of repair of highways, roads, and streets, have been transported in the immediately preceding fiscal year. The cabinet shall further publish the total county mileage of the official state coal road system and the total ton/miles within each coal impact and coal producing county for said preceding fiscal year.

(8)
Every person shipping or transporting coal, and every carrier for hire or common carrier hauling coal over the public highways, roads, and streets shall file with the Transportation Cabinet such information and at intervals as the department shall designate by regulation duly adopted for the purpose of identifying those highways, roads, and streets comprising the coal haul road system and the quantities of coal transported thereon, in order that the cabinet can accurately calculate total ton/miles within each coal impact and coal producing county.

(9)
The Revenue Cabinet shall make available to the Transportation Cabinet coal severance and processing tax data for use in verifying and supplementing the information furnished under the provisions of subsection (8) of this section. The information shall be furnished in such a manner as to conceal the identity of individual taxpayers; if the data cannot be furnished without revealing the identity of individual taxpayers, it shall be withheld.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

For purposes of Section 1 and Sections 2 to 12 of this Act:

(1)
"Claim" means a request from an eligible lender to a Coal County Capital Access Fund for indemnification for moneys lost as a result of a default on a loan by an eligible business.

(2)
"Claimant" means an eligible lending institution that submits a claim.

(3)
"Coal County Capital Access Fund" means a loan guaranty program operating at the county level in a coal producing county as defined in this section, to enable eligible businesses to borrow moneys from eligible lending institutions.

(4)
"Coal producing county" means a county which has produced coal in the current or any one (1) of the four (4) preceding years.

(5)
"Default" means a failure by an eligible business to meet a financial obligation with an eligible lending institution when the obligation is due.

(6)
"Defaulter" means an eligible business that fails to meet a contractual obligation to pay money to an eligible lending institution.

(7)
"Eligible business" means any person that has all of the following characteristics:

(a)
Is headquartered in the Commonwealth;

(b)
Maintains offices and operating facilities in the Commonwealth;

(c)
Is organized for-profit;

(d)
Will create at least twenty-five (25), new, full-time jobs for Kentucky residents in coal-producing counties with:

1.
Unemployment rates higher than the state average in each of the five (5) preceding calendar years or;

2.
Average unemployment rates higher than the state average by at least two hundred percent (200%) in the most recent twelve (12) consecutive months.

(e)
Is a nonretail facility or coal mining, coal processing, or coal transportation facility;

(f)
Is seeking a loan from an eligible lending institution located in the Commonwealth for an amount not less than twenty-five thousand dollars ($25,000); and

(g)
Holds no position as officer or director of an eligible lending institution.

(8)
"Eligible lending institution" means a financial institution that is eligible to make commercial loans, including an institution of the farm credit system organized under the Farm Credit Act of 1971, 12 U.S.C. secs. 2001 et seq. as amended, that agrees to lend money to an eligible business as defined in this section.

(9)
"Participant" means a coal producing county participating in and administering a Coal County Capital Access Fund.
SECTION 3.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

(1)
For a period of ten (10) years, beginning with the first quarterly scheduled transfer of moneys provided in KRS 42.4585 and upon the effective date of this Act, a portion of each quarterly transfer of moneys as set forth in KRS 42.4585, but not to exceed an amount that would be equal to a twenty-five thousand dollar ($25,000) contribution from each participant, shall remain in the local government economic assistance fund. All other moneys in the local government economic assistance fund shall be transferred within five (5) business days of receipt to participants.

(2)
Accounting for funds allocated under the provisions of this section shall be by the Department for Local Government.

SECTION 4.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

(1)
To become a participant, the local industrial development authority, or if there is not a local industrial development authority in the county, then the fiscal court, shall submit a letter of notice to the commissioner of the Department of Local Government advising that the coal producing county that the authority or the court represents intends to be a participant.
(2)
Upon receipt of a letter of notice, the commissioner shall:

(a)
Take the necessary measures to direct the appropriate funding to the proper coal producing county as set forth in Section 3 of this Act; and

(b)
Send a written response to the local industrial development authority, or the fiscal court acknowledging receipt of their letter of notice and confirming that the proper steps have been taken regarding the funding of their Coal County Capital Access Fund.
SECTION 5.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

(1)
Participants shall, following the receipt of moneys from the Local Government Economic Development Fund as set forth in Section 3 of this Act, open an escrow account in a state depository bank as set forth in KRS 41.070. These moneys shall be for the establishment and administration of a Coal County Capital Access Fund, to be administered by the local industrial development authority. If there is not a local industrial development authority in the county, then the fiscal court shall be the administrator.

(2)
The only administrative expenses that shall be paid from the Coal County Capital Access Fund are those expenses incurred and incident to the administration of the fund.

(3)
Accrued interest from the Coal County Capital Access Fund shall remain in the fund.

(4)
A participant shall:
(a)
Only be obligated to a maximum of ninety percent (90%) of the principle of the loan and accrued interest existing on the day that written notice of default has been sent by the lending institution to the business and to the participant, provided that the provisions set forth in Section 9 of this Act have been exhausted;

(b)
Not be obligated to pay a claim regarding a loan that the participant administrators did not approve in writing for a Coal County Capital Access Fund guaranty as set forth in Section 9 of this Act;
(c)
Not be obligated to pay a claim in an amount in excess of the obligation of the business from which the claim arises. A claim shall not be considered by a participant if the claim is filed with a participant after twelve (12) months from the date of the notice of default. Any obligation of the participant shall cease upon the participant's payment or tender of an amount equal to the participant's obligation limit as set forth in paragraph (a) of this subsection;
(d)
Not be obligated to pay a claim if the loan was obtained by fraud or material misrepresentation;

(e)
Not be obligated to pay a claim if the defaulter or an eligible institution has breached any provision of Sections 2, 8, 10, or 12 of this Act;.

(f)
Pay claims in any order which it may deem reasonable including the payment of claims as they are received from the claimant or in groups or categories of claims; and
(g)
Investigate claims filed with the participant and adjust, compromise, settle, and pay claims to the extent of the participant's obligation, and deny all other claims.
(5)
The participant may:

(a)
Appear in, defend, and appeal any action on a claim brought against the participant;

(b)
Employ or retain persons as are necessary to handle claims and perform other duties of the participant;

(c)
Sue or be sued; and

(d)
Negotiate and become a party to contracts that are necessary to carry out the purpose of Section 1 and Sections 2 to 12 of this Act.

SECTION 6.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

(1)
(a)
The participant shall submit to the Department of Local Government a plan of operation and any amendments necessary or suitable to assure the fair, reasonable, and equitable administration of the Coal County Capital Access Fund. The plan of operation and any amendments shall become effective upon approval in writing by the department.
(b)
If the participant fails to submit a suitable plan of operation within ninety (90) days following receipt of the written response from the commissioner as set forth in Section 4 of this Act, or if at any time thereafter the participant fails to submit suitable amendments to the plan, the Department for Local Government shall, after written notice, promulgate administrative regulations necessary to effectuate the provisions of Section 1 and Sections 2 to 12 of this Act. These administrative regulations shall continue in force until modified by the department or superseded by a plan submitted by the participant and approved by the department.
(2)
The plan of operation shall:

(a)
Establish the procedures whereby all the powers and duties of the participants will be performed;

(b)
Establish procedures for handling assets of the participant;

(c)
Establish procedures by which claims will be filed with the participant;

(d)
Establish procedures by which written notices of default will be sent to the participant and to the defaulting eligible business from the eligible lending institution;

(e)
Establish acceptable forms of proof of claims;

(f)
Establish that the approval by an eligible lending institution of any loan application tendered by an eligible business shall be subject to final approval as to eligibility of any guaranty by the Coal County Capital Access Fund in accordance with Section 5 of this Act by the participant administrators;

(g)
Establish that a Coal County Capital Access Fund shall not guarantee more than one (1) loan at a time for any eligible business;

(h)
Establish regular places and times for meetings of the participant administrators;

(i)
Establish procedures for records to be kept of all financial transactions of the participant by the administrators or their agents;

(j)
Contain additional provisions, if necessary, for the execution of the powers and duties of the participant; and

(k)
Establish that if any administrator of a Coal County Capital Access Fund or employee thereof has an ownership interest in any eligible business or eligible lending institution, either directly or indirectly, a disclosure of the interest shall be made to the administrators in writing and preserved as part of the recordkeeping requirement set forth in Section 11 of this Act.
SECTION 7.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

On or before the first day of each fiscal year, the administrators of each participant shall submit an overview report to the Legislative Research Commission and to the Department of Local Government, on the activities of the Coal County Capital Access Fund. The report shall include the following:

(1)
The number of applications made by eligible businesses to eligible lending institutions;

(2)
The number of loans approved by the eligible lending institutions;

(3)
The amount loaned to each eligible business;

(4)
The amount of obligated moneys that the participant has designated as claim reserves;

(5)
The number of claims that have been filed;

(6)
The number of claims that have been paid by the participant;

(7)
The amount paid for each claim;

(8)
The total amount paid for claims for each fiscal year;

(9)
The current status of each loan guaranteed by the participant, including the number of jobs created by each eligible business and the type of business;

(10)
The administrative costs incurred;

(11)
Amounts accrued from interest; and

(12)
Other information as the administrators deem appropriate.
SECTION 8.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

(1)
An eligible lending institution shall accept and review applications for loans from eligible businesses. The lending institution shall apply all usual lending standards to determine the worthiness of each application.

(2)
An eligible business shall provide the eligible lending institution with the address of the appropriate Coal County Capital Access Fund.

(3)
The eligible lending institution shall forward to the appropriate Coal County Capital Access Fund administrators the following:

(a)
The name of the eligible business applicant;

(b)
The amount of the loan;

(c)
The number of new full-time jobs created;

(d)
The type of business for which the applicant is seeking a loan;

(e)
The location of the business;

(f)
The place where business offices are headquartered;

(g)
A statement from the lending institution's chief executive officer or designated representative that the applicant is an eligible business and that the applicant's financial statement is true and accurate to the best of their ability to determine; and

(h)
A statement setting out whether or not the eligible lending institution has approved the loan.

(4)
The eligible lending institution shall not charge a penalty for early payback of the loan.

(5)
No loan guaranty shall be greater than the current balance in a Coal County's Capital Access Fund minus obligated funds set aside to guarantee prior loans.

(6)
Applications for loans shall:

(a)
Be made on forms of the eligible lending institution which include a financial statement of the borrower; and

(b)
Include the most recent federal income tax form 1040, pages one (1) and two (2) and Schedule F.

SECTION 9.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

(1)
The administrators of the Coal County Capital Access Fund shall review the information forwarded from the eligible lending institution on each application in a timely manner, and conditionally approve or disapprove the loan guaranty of the Coal County Capital Assess Fund.

(2)
The administrators shall forward in writing the approval or disapproval in a timely manner to the lending institution. They shall also offer a written explanation for their determination.

(3)
The lending institution shall not finalize any loan application from an eligible business seeking a guaranty from the Coal County Capital Access Fund, until the administrators have complied with subsection (2) of this section.

SECTION 10.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

(1)
Prior to filing a claim with a Coal County Capital Access Fund, an eligible lending institutions shall:

(a)
Seek recovery from other guaranty associations if the eligible business is so covered; and

(b)
Exhaust all legal remedies to recover moneys owed by an eligible business.

(2)
The Coal County Capital Access Fund shall receive the benefit of any recovery as set forth in subsection (1) of this section, by reducing the total amount to be paid by the fund.
SECTION 11.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

Participants shall keep and maintain records of claims filed, claims paid, correspondence, documents, minutes, bank statements, administrative costs, all financial information as it relates to a Coal County Capital Access Fund, information regarding loan applications from eligible lending institutions, the plan of operation and amendments thereto, court orders, and written communications from the Department for Local Government and any other governmental entity.
SECTION 12.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

Any officer, agent, employee of, or person connected in any capacity with any eligible business, or eligible lending institution, or elected official in local government, or an administrator of a Coal County Capital Access Fund, who with intent to defraud or to deceive, makes any false entry in any book, report, or statement, or shares in or receives directly or indirectly any money, profit, property, or benefits through any transaction, loan, commission, or contract shall be fined not more than five thousand dollars ($5,000).
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