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AN ACT relating to elder care income tax credits.

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)
"Qualified senior citizen" means any person who:
1.
Is sixty (60) years of age or older before the close of the taxable year; 
2.
Is certified by a licensed physician as a chronically ill individual; and

3.
Has modified adjusted gross income of less than twenty thousand dollars ($20,000);
(b)
"Chronically ill individual" means an individual who:

1.
Is unable to perform, without substantial assistance from another individual, at least two (2) activities of daily living for a period of at least ninety (90) days during the taxable year due to a loss of functional capacity or cognitive impairment; or

2.
Requires substantial supervision to protect the individual from threats to health and safety due to severe cognitive impairment;
(c)
"Eligible taxpayer" means the following relatives of the qualified senior citizen:

1.
Spouse;
2.
Son, daughter, adopted son, adopted daughter, or a descendent of the son, daughter, adopted son, or adopted daughter;
3.
Stepson or stepdaughter;
4.
Brother, sister, half-brother, half-sister, stepbrother, or stepsister, or a descendent of the brother, sister, half-brother, half-sister, stepbrother, or stepsister;
5.
Father, mother, stepfather, or stepmother; or
6.
Son-in-law, daughter-in-law, father-in-law, mother-in-law, brother-in-law, or sister-in-law;

(d)
"Activities of daily living" means eating, toileting, transferring, bathing, dressing, or continence;

(e)
"Modified adjusted gross income" means modified adjusted gross income as defined in 26 USC Section 32(c)(5).
(2)
For taxable years beginning on or after January 1, 2006, an eligible taxpayer who is caring for and living with one (1) or more qualified senior citizen in:

(a)
The qualified senior citizen's residence; or

(b)
The residence of the eligible taxpayer;


for at least six (6) consecutive months during the taxable year shall be eligible for a nonrefundable "elder care" tax credit. The credit shall be applied against the eligible taxpayer's tax liability calculated under KRS 141.020, and shall be taken in the order established by Section 2 of this Act.
(3)
The credit shall be computed as follows:
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(4)
For a husband and wife filing jointly, the elder care tax credit shall be computed on the basis of their joint modified adjusted gross income and shall be applied against their joint tax liability. For a husband and wife living together, whether filing separate returns or filing separately on a combined return, the elder care tax credit shall be computed on the basis of their combined modified adjusted gross income, except that a separately computed modified adjusted gross income of less than zero shall be treated as zero, and shall be applied against their combined tax liability.

(5)
No credit shall be allowed under this section with respect to any qualified senior citizen unless the name and the social security number of the qualified senior citizen and a notarized doctor's statement certifying that the senior citizen is chronically ill as defined in this section are included with the return claiming the credit or other form as required by the Department of Revenue. The Department of Revenue may also require any other additional information needed to establish eligibility for the credit.

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 business incentive credits against the tax imposed by KRS 141.020 shall be taken in the following order:

(a)
The corporation income tax credit permitted by KRS 141.420(3)(a);

(b)
The economic development credits computed under KRS 141.347, 141.400, 141.403, 141.407, and 154.12-2088;

(c)
The certified rehabilitation credit permitted by KRS 171.397;

(d)
The health insurance credit permitted by KRS 141.062;

(e)
The tax paid to other states credit permitted by KRS 141.070;

(f)
The credit for hiring the unemployed permitted by KRS 141.065;

(g)
The recycling or composting equipment credit permitted by KRS 141.390;

(h)
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;

(i)
The coal incentive credit permitted under KRS 141.0405;

(j)
The research facilities credit permitted under KRS 141.395;

(k)
The employer GED incentive credit permitted under KRS 151B.127;

(l)
The voluntary environmental remediation credit permitted by KRS 141.418;

(m)
The biodiesel credit permitted by KRS 141.423;

(n)
The environmental stewardship credit permitted by KRS 154.48-025; and

(o)
The clean coal incentive credit permitted by KRS 141.428.

(2)
After the application of the nonrefundable credits in subsection (1) of this section, the nonrefundable personal tax 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 credit permitted by KRS 141.066;

(c)
The elder care credit permitted by Section 1 of this Act;

(d)
The tuition credit permitted by KRS 141.069; and

(e)[(d)]
The household and dependent care credit permitted by KRS 141.067.

(3)
After the application of the nonrefundable credits provided for in subsection (2) 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;

(b)
The individual estimated tax payment credit permitted by KRS 141.305; and

(c)
The corporation income tax credit permitted by KRS 141.420(3)(c).

(4)
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 certified rehabilitation credit permitted by KRS 171.397;

(c)
The health insurance credit permitted by KRS 141.062;

(d)
The unemployment credit permitted by KRS 141.065;

(e)
The recycling or composting equipment credit permitted by KRS 141.390;

(f)
The coal conversion credit permitted by KRS 141.041;

(g)
The enterprise zone credit permitted by KRS 154.45-090, for taxable periods ending prior to January 1, 2008;

(h)
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;

(i)
The coal incentive credit permitted under KRS 141.0405;

(j)
The research facilities credit permitted under KRS 141.395;

(k)
The employer GED incentive credit permitted under KRS 151B.127;

(l)
The voluntary environmental remediation credit permitted by KRS 141.418;

(m)
The biodiesel credit permitted by KRS 141.423;

(n)
The environmental stewardship credit permitted by KRS 154.48-025; and

(o)
The clean coal incentive credit permitted by KRS 141.428.

(5)
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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