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NOTE SUMMARY

Fiscal Analysis:
       x        Impact
               No Impact
         Indeterminable Impact

Level(s) of Impact:
      x            State
                       Local
               Federal

Budget Unit(s) Impact


Fund(s) Impact:
     x         General
                Road
               Federal


                     Restricted Agency (Type)
               (Other)

FISCAL SUMMARY

______________________________________________________________________________

Fiscal Estimates
1999-2000
2000-2001
2001-2002
Future Annual

Rate of Change

Revenues (+/-)

significant loss
significant loss


Expenditures (+/-)





Net Effect

significant loss
significant loss


_______________________________________________________________________________

MEASURE'S PURPOSE:  Provide tax incentives for businesses that increase investments in qualified property or structures who are not eligible or who do not choose to receive tax incentives granted in subchapters 22, 24, 26, 28, and 29 of KRS Chapter 154.

PROVISION/MECHANICS:  Defines qualified property to mean new machinery or equipment used in industry, agriculture, or horticulture and breeding stock, and qualified structures to mean any new single purpose structure to house qualified property or a single purpose agricultural or horticultural structure.  Defines industry to include any business other that those devoted to retail sales. Defines distressed counties as counties with an unemployment rate equal to or greater than 200% of the state wide average.

Provide a nonrefundable credit for qualified property or structures, the annual cost of which of which is from $25,000 to $3 million. Provide that the credit is 8% of the cost or 12% if located in a distressed county.  Provide that the credit is against the income tax or the license tax and the amount is the lesser of the amount of the credit or the amount by with the credit exceeds 105% of the prior year tax liability or $25,000, whichever is less.

The credit shall be repaid if the qualified property or structure ceases to be used within 4 years. 

FISCAL EXPLANATION:  The assessed value of property that would appear to fall in the category as qualified property increased $1.6 billion from 1995 to 1996 based on property tax reports.  This value would include property which would not qualify as being business devoted to retail sales, business qualifying for current economic incentive credits, or not meeting the $25,000 threshold or exceeding the $3 million threshold.  If half of the property didn't not qualify there would be $800 million in property that may qualify for the credit.  If only half of the property is purchased by businesses that meet the threshold of exceeding 105% of the prior year tax liability and with the cap of $25,000 the fiscal implication could be a loss of $32 million in general fund revenues. This estimate does not include the potential cost of qualified structures that may qualify for the credit and the estimate is based on investments that occur in the normal course of business without a credit being offered as an incentive.
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