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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 141 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 3 of this Act:
(1 )
"Company" means any corporation, registered limited liability company, partnership, limited liability partnership, sole proprietorship, business trust, or any other entity.

(2)
"Severance or processing of coal" means an activity for which a company is liable for the tax imposed under KRS 143.020;

(3)
"Qualified company" means a company engaged in the severance or processing of coal for the first time after December 31, 2001, that in any taxable year:

(a)
Employs at least ten (10) employees; and

(b)
Invests in qualified costs of at least one hundred thousand dollars ($100,000) but not more than one million dollars ($1,000,000).


"Qualified company" does not include any company if the individual owners, shareholders, partners, members, or beneficiaries were individual owners, shareholders, partners, members, or beneficiaries of any company engaged in the severance or processing of coal prior to December 31, 2001; and

(4)
"Qualified costs" means the cost of acquisition, construction, equipping, and rehabilitation of machinery and equipment; surveys; installation of utilities, including water, sewer, sewage treatment, gas, electricity, communications, and similar facilities; and off-site construction of utility extensions to the boundaries of the real estate on which the facilities are located, all of which are utilized in the severance or processing of coal.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

For taxable years beginning after December 31, 2001, and ending before January 1, 2011, a qualified company may claim a nonrefundable credit against the tax imposed by KRS 141.020 or 141.040 equal to ten percent (10%) of the amount of qualified costs incurred in one (1) taxable year beginning after December 31, 2001, and ending before January 1, 2011. The credit shall only be claimed for qualified costs incurred in one (1) taxable year beginning after December 31, 2001, and ending before January 1, 2011, and any unused credit may be carried forward indefinitely. 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 3.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

(1)
A qualified company may require that each employee subject to the income tax imposed by KRS 141.020, whose job was created after December 31, 2001, as a condition of employment, agree to pay an assessment, not to exceed six percent (6%) of the gross wages of each employee subject to the income tax imposed by KRS 141.020.

(2)
Each assessed employee shall be entitled to a credit against his or her Kentucky income tax required to be withheld under Section 4 of this Act equal to two-thirds (2/3) of the assessment.

(3)
Each assessed employee shall also be entitled to a credit against his or her local occupational license fee withholding equal to one-sixth (1/6) of the assessment. If no occupational license fee is applicable, each employee shall receive a credit equal to five-sixths (5/6) of the assessment against the employee's Kentucky income tax.

(4)
If a qualified company elects to impose the assessment as a condition of employment, it shall deduct the assessment from each paycheck of each employee subject to subsection (1) of this section.

(5)
Any assessment of the wages of the employees of a qualified company pursuant to subsection (1) of this section shall permanently lapse December 31, 2011.

Section 4.   KRS 141.310 is amended to read as follows:

(1)
Every employer making payment of wages on or after January 1, 1971, shall deduct and withhold upon the wages a tax determined under KRS 141.315 or by the tables authorized by KRS 141.370.

(2)
If wages are paid with respect to a period which is not a payroll period, the amount to be deducted and withheld shall be that applicable in the case of a miscellaneous payroll period containing a number of days, including Sundays and holidays, equal to the number of days in the period with respect to which the wages are paid.

(3)
In any case in which wages are paid by an employer without regard to any payroll period or other period, the amount to be deducted and withheld shall be that applicable in the case of a miscellaneous payroll period containing a number of days equal to the number of days, including Sundays and holidays, which have elapsed since the date of the last payment of wages by the employer during the calendar year, or the date of commencement of employment with the employer during the year, or January 1 of the year, whichever is the later.

(4)
In determining the amount to be deducted and withheld under this section, the wages may, at the election of the employer, be computed to the nearest dollar.

(5)
The tables mentioned in subsection (1) of this section take into consideration the deductible federal income tax. If Congress changes substantially the federal income tax, the cabinet shall make the change in these tables necessary to compensate for any increase or decrease in the deductible federal income tax.

(6)
The cabinet may permit the use of accounting machines to calculate the proper amount to be deducted from wages when the calculation so permitted produces substantially the same result set forth in the tables authorized by KRS 141.370. Prior approval of the calculation shall be secured from the cabinet at least thirty (30) days before the first payroll period for which it is to be used.

(7)
The cabinet may, by regulations, authorize employers:

(a)
To estimate the wages which will be paid to any employee in any quarter of the calendar year;

(b)
To determine the amount to be deducted and withheld upon each payment of wages to the employee during the quarter as if the appropriate average of the wages estimated constituted the actual wages paid; and

(c)
To deduct and withhold upon any payment of wages to the employee during the quarter the amount necessary to adjust the amount actually deducted and withheld upon the wages of the employee during the quarter to the amount that would be required to be deducted and withheld during the quarter if the payroll period of the employee was quarterly.

(8)
The cabinet may provide by regulation, under the conditions and to the extent it deems proper, for withholding in addition to that otherwise required under this section and KRS 141.315 in cases in which the employer and the employee agree to the additional withholding. The additional withholding shall for all purposes be considered tax required to be deducted and withheld under this chapter.

(9)
Effective January 1, 1992, any employer required by this section to withhold Kentucky income tax who assesses and withholds from employees the job assessment fee provided in KRS 154.24-110 may offset a portion of the fee against the Kentucky income tax required to be withheld from the employee under this section. The amount of the offset shall be four-fifths (4/5) of the amount of the assessment fee withheld from the employee or the Commonwealth's contribution of KRS 154.24-110(3) applies. If the provisions in KRS 154.24-150(3) or (4) apply, the offset, the offset shall be one hundred percent (100%) of the assessment.

(10)
Any employer required by this section to withhold Kentucky income tax who assesses and withholds from employees the job development assessment fee provided in KRS 154.22-070, KRS 154.28-110, or KRS 65.6851 may offset the fee against the Kentucky income tax required to be withheld from the employee under this section.

(11)
Effective January 1, 1992, any employer required by this section to withhold Kentucky income tax who assesses and withholds from employees the job assessment fee provided in KRS 154.26-100 may offset a portion of the fee against the Kentucky income tax required to be withheld from the employee under this section. The amount of the offset shall be two-thirds (2/3) of the amount of the assessment fee withheld from the employee, or if the agreement under KRS 154.26-090(1)(d)2.b. is consummated, the offset shall be four-fifths (4/5) of the assessment fee.

(12)
Any employer required by this section to withhold Kentucky income tax who assesses and withholds from employees the job assessment fee provided in Section 3 of this Act may offset a portion of the fee against the Kentucky income tax required to be withheld from the employee under this section. The amount of the offset shall be equal to the amount provided in subsection (2) or (3) of Section 3 of this Act. If the Kentucky income tax to be withheld from the employee under this section is greater than the amount provided in subsection (2) or (3) of Section 3 of this Act, the excess shall be withheld.

(13)
Any employer required by this section to withhold Kentucky income tax who assesses and withholds from employees the job development assessment fee provided in KRS 154.23-055 may offset a portion of the fee against the Kentucky income tax required to be withheld from the employee under this section. The amount of the offset shall be equal to the Commonwealth's contribution as determined by KRS 154.23-055(1) to (3).

(14)[(13)]
Any employer required by this section to withhold Kentucky income tax may be required to post a bond with the cabinet. The bond shall be a corporate surety bond or cash. The amount of the bond shall be determined by the cabinet, but shall not exceed fifty thousand dollars ($50,000).

(15)[(14)]
The Commonwealth may bring an action for a restraining order or a temporary or permanent injunction to restrain or enjoin the operation of an employer's business until the bond is posted or the tax required to be withheld is paid or both. The action may be brought in the Franklin Circuit Court or in the Circuit Court having jurisdiction of the defendant.

Section 5.   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 coal incentive credit permitted under Section 2 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 coal incentive credit permitted under Section 2 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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