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AN ACT relating to tax credits for land conservation and preservation.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

(1)
A nonrefundable credit shall be allowed against the tax imposed by KRS 141.020 and 141.040 for the conveyance of land or an interest in land by a taxpayer, as an unconditional donation in perpetuity, to an eligible conservation agency for open-space, natural resource, or biodiversity conservation, or for agricultural, watershed, or historic preservation. The conveyance may be a fee interest or less than a fee interest, provided that any less than fee interest qualifies as a charitable contribution under Internal Revenue Code Section 170(h). Conveyances that fulfill density requirements for subdivision or building permits shall not qualify for the credit. The credit shall be granted only if certified by the Department for Natural Resources as provided in subsection (4) of this section.

(2)
The credit allowed under subsection (1) of this section shall be equal to fifty percent (50%) of the value of the land or interest in land as determined by the most recent tax assessment. If there is no existing tax assessment, the property valuation administrator shall make an assessment as provided by law. The maximum credit for any one (1) taxpayer shall be one hundred thousand dollars ($100,000) in any five (5) year period. Unused credit may be carried forward for a maximum of ten (10) years from the date the credit was granted. Total credits certified by the Department for Natural Resources shall not exceed two million dollars ($2,000,000) in any fiscal year.

(3)
If the taxpayer is a pass-through entity, such as a partnership or limited liability company, the credit under subsection (1) of this section shall pass through in the same proportion as the distributive share of income or loss. In the case of a married couple filing separate returns or filing separately on a joint return, the credit may be taken by either spouse or divided equally between the two (2), but the combined credit shall not exceed the certified amount. A taxpayer shall not be allowed a credit if the taxpayer received or will receive payment or other value for the conveyance from any person or under any state or local program.

(4)
A taxpayer seeking a tax credit under this section shall apply for the credit to the Department for Natural Resources, either before or after the conveyance, on forms prescribed by the department. The department shall determine whether to certify the credit, based on the eligibility of the taxpayer, the conservation value of the proposed conveyance, the availability of credits, and any other factor the department determines is necessary to further the purposes of this section. If the department certifies the credit, it shall issue a written certification to the taxpayer, who shall then submit a copy of the certification to the Revenue Cabinet when claiming the credit.

(5)
Any land or interest in land conveyed to any private, eligible conservation agency under this section shall be deemed to be held in trust for the public purposes specified in this section. If any such agency ceases to operate or maintain the land or interest in land for those purposes, the land or interest in land shall revert to the Commonwealth of Kentucky and be administered by the Department for Natural Resources.

(6)
As used in this section, "eligible conservation agency" means any governmental agency or political subdivision of the Commonwealth of Kentucky, or any private entity meeting the definition of "qualified organization" in Internal Revenue Code Section 170(h), that is organized and operated for natural resources, land conservation, or historic preservation purposes, and that has the authority to acquire, hold, and maintain land or interests in land for these purposes in this state.

Section 2.   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;

(i)
The household and dependent care credit permitted by KRS 141.067;[ and]
(j)
The coal incentive credit permitted under KRS 141.0405; and

(k)
The land conservation credit permitted under Section 1 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;

(g)
The tax credit for cash contributions to investment funds permitted by KRS 154.20-263;[ and]
(h)
The coal incentive credit permitted under KRS 141.0405; and

(i)
The land conservation credit permitted under Section 1 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.

Section 3.   Sections 1 and 2 of this Act apply to taxable years beginning on or after January 1, 2003.
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