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AN ACT relating to tax credits for biodiesel.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 142 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 6 of this Act, unless the context requires otherwise:
(1)
"Biodiesel" means a renewable, biodegradable, mono alkyl ester combustible liquid fuel derived from agriculture plant oils or animal fats that meets American Society for Testing and Materials specification D6751-02 for biodiesel fuel (B100) blend stock distillate fuels;

(2)
"Blended biodiesel" means a blend of biodiesel with petroleum diesel so that the percentage of biodiesel in the blend is at least two percent (2%) (B2 or greater);

(3)
"Service station" means a retail outlet where motor fuel is sold from a metered pump;

(4)
"State tax liability" means a taxpayer's total liability under:

(a)
KRS 141.020, the individual income tax;
(b)
KRS 141.040, the corporate income tax; and

(c)
KRS 136.070, the corporation license tax; and
(5)
"Taxpayer" means any individual or entity that has any state tax liability.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 142 IS CREATED TO READ AS FOLLOWS:

(1)
A taxpayer that produces biodiesel at a facility located in Kentucky shall be entitled to a nonrefundable tax credit against the taxpayer's state tax liability as certified by the cabinet under subsection (3) of this section. The credit shall be equal to one dollar ($1) multiplied by the number of gallons of biodiesel produced at the Kentucky facility during the calendar year and used to produce blended biodiesel.
(2)
The total amount of tax credits allowed under this section shall not exceed one million dollars ($1,000,000) for all taxpayers for each calendar year.

(3)
Each taxpayer claiming the tax credit under this section shall file with the cabinet a tax credit claim for the calendar year by January 31 of the following year. If the total amount of tax credits being claimed exceeds one million dollars ($1,000,000), the cabinet shall reduce each taxpayer's credits proportionally. The cabinet shall certify the amount of each taxpayer's tax credit by February 28 of each year, and the taxpayer shall claim the tax credit on the tax return filed in that year.
SECTION 3.   A NEW SECTION OF KRS CHAPTER 142 IS CREATED TO READ AS FOLLOWS:

(1)
A taxpayer that produces blended biodiesel at a facility located in Kentucky shall be entitled to a nonrefundable tax credit against the taxpayer's state tax liability as certified by the cabinet under subsection (3) of this section. The credit shall be equal to two cents ($0.02) multiplied by the number of gallons of blended biodiesel produced at the Kentucky facility by blending with biodiesel produced at a Kentucky facility during the calendar year.
(2)
The total amount of credits allowed under this section may not exceed one million dollars ($1,000,000) for all taxpayers for each calendar year.

(3)
Each taxpayer claiming the tax credit under this section shall file with the cabinet a tax credit claim for the calendar year by January 31 of the following year. If the total amount of tax credits being claimed exceeds one million dollars ($1,000,000), the cabinet shall reduce each taxpayer's credits proportionally. The cabinet shall certify the amount of each taxpayer's tax credit by February 28 of each year, and the taxpayer shall claim the tax credit on the tax return filed in that year.

SECTION 4.   A NEW SECTION OF KRS CHAPTER 142 IS CREATED TO READ AS FOLLOWS:

(1)
A taxpayer that operates a service station in Kentucky at which blended biodiesel is sold and dispensed through a metered pump is entitled to a nonrefundable tax credit against the taxpayer's state tax liability as certified by the cabinet under subsection (4) of this section.
(2)
The credit shall be equal to one cent ($0.01) multiplied by the total number of gallons of blended biodiesel sold and dispensed each calendar year through all the metered pumps located at the service station described in subsection (1) of this section.
(3)
The total amount of tax credits allowed under this section may not exceed one million dollars ($1,000,000) for all taxpayers for each calendar year.

(4)
Each taxpayer claiming the tax credit under this section shall file with the cabinet a tax credit claim for the calendar year by January 31 of the following year. If the total amount of tax credits being claimed exceeds one million dollars ($1,000,000), the cabinet shall reduce each taxpayer's credits proportionally. The cabinet shall certify the amount of each taxpayer's tax credit by February 28 of each year, and the taxpayer shall claim the tax credit on the tax return filed in that year.

SECTION 5.   A NEW SECTION OF KRS CHAPTER 142 IS CREATED TO READ AS FOLLOWS:

If the taxpayer is a pass-through entity, the tax credit shall pass through in the same proportion as the distributive share of income or loss is passed through.
SECTION 6.   A NEW SECTION OF KRS CHAPTER 142 IS CREATED TO READ AS FOLLOWS:

(1)
If the amount of the tax credit certified under Sections 2, 3, and 4 of this Act for a taxpayer in a taxable year exceeds the taxpayer's state tax liability for that taxable year, the taxpayer may carry forward the excess for up to five (5) succeeding taxable years.

(2)
A taxpayer is not entitled to a carryback or refund of any unused tax credits.

Section 7.   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 biodiesel fuel incentives permitted under Sections 1 to 6 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 biodiesel fuel incentives credit permitted under Sections 1 to 6 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 8.   This Act takes effect January 1, 2006.
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