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MEASURE'S PURPOSE:  Encourage new economy initiatives.

PROVISION/MECHANICS:  Prohibits the imposition of license fees or occupational taxes on investment partnerships if that investment would not be taxable if individually held.

Grants a tax credit against income tax of 5% for qualified construction costs of research facilities.  Any unused credit may be carried forward 10 years.
Creates an investment fund to make investments in small business that is knowledge-based or engaged in qualified activities.  Provide a tax credit against income taxes, corporate license tax, insurance taxes, and financial institution taxes in an amount equal to 40% of the amount invested.  Provide that nonprofit entities may make investments and that they can transfer the tax credits.  Provide that the total tax credits allowed any single investment fund shall not exceed $8 million and all tax credits for all investment funds shall not exceed $40 million.  Provide that the tax credit claimed by an investor in any year shall not exceed 50% of the initial aggregate credit amount approved for the investment fund.  Provide that any unused credit may carried forward for 15 years.

The G.A. version provides that the investor may first claim the credit in the year following the year in which the credit is granted and places a maximum amount of $3 million on the amount of credits that may be claimed in fiscal years 2002-2003 and 2003-2004.

Repeals the provisions of the Kentucky Investment Fund enacted in 1998.

FISCAL EXPLANATION:  The fiscal impact is indeterminable.  It is not know at this time if research facilities would be built and what the qualified construction costs might be that would qualify for the 5% tax credit.

Also it is not know how many investment funds might be created and the amount of investments that might be made that would qualify for the 40% tax credit.  However the G.A. provisions that the investor may first claim the credit in the year following the year in which the credit is granted and placing a maximum amount of $3 million on the amount of credits that may be claimed in fiscal years 2002-2003 and 2003-2004 would seem to limit any fiscal impact of the provision during the 2002-2004 biennium.  However given the $40 million credit cap and the 50% limitation on the initial aggregate credit, the maximum fiscal impact of this provision would be $20 million which could occur in future bienniums and would have to taken in consideration future revenue forecasts.

DATA SOURCE(S)


NOTE NO.
88.1
PREPARER
Terry Jones
REVIEW

DATE
3-12-02

LRC 2002-1034-hb525-ga

