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AN ACT relating to economic development.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 and 2 of this Act, unless the context clearly indicates otherwise:
(1)
"Authority" means the Kentucky Economic Development Finance Authority;

(2)
"Qualified business" means a person, corporation, or other legal entity that is actively engaged in the conduct of business within the Commonwealth and has at least fifty percent (50%) of its assets, operations, and employees located in Kentucky; and

(3)
"Qualified employee" means any person who is a Kentucky resident and is employed by a qualified business for a minimum of thirty-five (35) hours per week for more than two hundred fifty (250) work days per calendar year. A qualified employee shall be paid a minimum base hourly wage equal to one hundred fifty percent (150%) of the federal minimum wage, and shall be subject to the tax imposed by KRS 141.020.
SECTION 2.   A NEW SECTION OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

(1)
The authority, in conjunction with the Revenue Cabinet, shall establish standards for the determination and approval of qualified businesses and qualified employees by the promulgation of administrative regulations in accordance with the provisions of KRS Chapter 13A.

(2)
A qualified business that is either not eligible or elects not to participate in the Kentucky Rural Economic Development Act Program, the Kentucky Jobs Development Act Program, the Kentucky Industrial Revitalization Act Program, the Kentucky Industrial Development Act Program, the Kentucky Economic Opportunity Zone Act Program, the Enterprise Zone Program, or the Kentucky Tourism Development Act Program shall be eligible to participate in the provisions of this section and, upon approval, shall be entitled to receive a nonrefundable tax credit equal to one thousand dollars ($1,000) for each newly hired qualified employee against the tax imposed by KRS 141.020 and 141.040. If the qualified business 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. Any unused credit may be carried forward for up to five (5) years.

(3)
A qualified business shall certify to the authority by written application that it has created a minimum of one (1) new full-time job above the base level of permanent full-time employees at the site at which the qualified employee shall perform the majority of his duties, and shall demonstrate that no existing jobs within the qualified business shall be lost or adversely affected due to approval of the eligible business.

(4)
No tax credit shall be given to a qualified business if the new full-time job for a qualified employee will result in the replacement of an existing full-time job at any work site owned or operated by the qualified business in the Commonwealth.

(5)
With respect to each qualified business that applies to the authority for the tax credit provided by this section, the authority shall request materials and make all inquiries concerning the application that the authority deems necessary. Upon review of the application, the authority may grant approval to the qualified business.

(6)
Upon approval of an application by the authority, the authority shall provide to the Revenue Cabinet appropriate notification and documentation to the Revenue Cabinet of the tax credits that are provided to the qualified business.

(7)
To receive the tax credit provided by this section, the qualified business shall claim the credit on the annual state income tax returns in the manner prescribed by the Revenue Cabinet.

Section 3.   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 in effect prior to July 15, 2002, and the credit permitted by KRS 154.20-258;

(h)
The low income credit permitted by KRS 141.066;

(i)
The household and dependent care credit permitted by KRS 141.067;

(j)
The coal incentive credit permitted under KRS 141.0405;[ and]
(k)
The research facilities credit permitted under KRS 141.395; and

(l)
The job creation tax credit permitted by 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 in effect prior to July 15, 2002, and the credit permitted by KRS 154.20-258;

(h)
The coal incentive credit permitted under KRS 141.0405;[ and]
(i)
The research facilities credit permitted under KRS 141.395; and

(j)
The job creation tax credit permitted by 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.

Section 4.   The provisions of Section 2 of this Act shall apply for taxable years beginning after December 31, 2003.
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