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AN ACT relating to members of the reserve components of the Armed Forces and declaring an emergency.

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)
As used in this section:

(a)
"Pension plans, profit-sharing plans, retirement plans, or employee savings plans" means any trust or other entity created or organized under a written retirement plan and forming part of a stock bonus, pension, or profit-sharing plan of a private employer or self-employed individual for the exclusive benefit of employees or their beneficiaries or self-employed individuals or their beneficiaries and includes plans qualified or unqualified under Section 401 of the Internal Revenue Code and individual retirement accounts as defined in Section 408 of the Internal Revenue Code;

(b)
"Annuity contract" has the same meaning as set forth in Section 1035 of the Internal Revenue Code.

(2)
There shall be allowed as a nonrefundable credit against the tax imposed under KRS 141.020 or 141.040 an amount equal to fifty percent (50%) of the amount paid into pension plans, profit-sharing plans, retirement plans, employee savings plans, or annuity contracts by an employer on behalf of a resident employee or by a resident self-employed individual if:
(a)
The employee or self-employed individual is a member of the reserve component of the Armed Forces who is called to active service directly due to the events of September 11, 2001; or
(b)
The employee or self-employed individual is a member of the reserve component of the Armed Forces who is involuntarily called to active service for more than thirty (30) days.

The amount paid into pension plans, profit-sharing plans, retirement plans, employee savings plans, or annuity contracts by an employer on behalf of a resident employee or by a resident self-employed individual that qualify for the nonrefundable credit shall only apply to amounts paid for the period that the employee or self-employed individual is on active duty service.

(3)
The amount paid into pension plans, profit-sharing plans, retirement plans, employee savings plans, or annuity contracts that qualify for the nonrefundable credit shall not be permitted as deductions in determining net income or taxable net income under KRS 141.010.

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 pension 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 pension 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.   The provisions of Section 1 of this Act shall apply retroactively to taxable years beginning after December 31, 2000, and shall not apply to taxable years beginning after December 31, 2002.

Section 4.   Whereas 2001 tax returns are due April 15, 2002, an emergency is declared to exist, and this Act takes effect upon its passage and approval by the Governor or upon its otherwise becoming a law.
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