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AN ACT relating to tax credits to promote educational quality in Kentucky schools.

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 and Section 2 of this Act, unless the context requires otherwise:

(a)
"Annual receipts" means the total amount of money received by an eligible nonprofit education organization from corporations, business firms, and individuals during a calendar year;

(b)
"Eligible nonprofit education organization" means a nonprofit organization that:

1.
Is exempt from federal income taxation under Section 501(c)(3) of the Internal Revenue code;

2.
Is established for the purposes of increasing the overall number of quality teachers in Kentucky, decreasing shortages of teachers in critical teaching areas, and providing quality principals in academically low achieving public elementary, middle, and secondary schools that have at least fifty percent (50%) of their students qualifying for free or reduced-price lunches; and

3.
Has a designated fund account to which ninety percent (90%) or more of its annual receipts are deposited to be used for grants to organizations, including school districts, that provide training institutes to help persons pursue alternative teacher certification under KRS 161.048(8); teacher stipends, not to exceed two thousand dollars ($2000) per person, for persons attending institutes providing alternative certification training under KRS 161.048(8); and quality principal awards under Section 2 of this Act; and

4.
Is affirmed by the Revenue Cabinet as eligible to participate in the tax credit program under provisions of this section;

(c)
"Contribution" means a donation of cash;

(d)
"Quality principal incentive award" means a monetary incentive to a highly qualified principal to accept a position in an academically low achieving school that has at least fifty percent (50%) of its students qualifying for free or reduced-priced lunches;

(e)
"Quality principal" means a person with a demonstrated record of success as a principal as determined by criteria developed by the commissioner of education or demonstrated performance as a principal as documented by a school district superintendent and approved by the commissioner;

(f)
"Tax credit" means a credit against Kentucky income tax owed by a corporation, business entity, or individual; and

(g)
"Academically low achieving school" means a school identified as low achieving by action of the Kentucky Board of Education.

(2)
An education improvement tax credit program is hereby established to enhance the educational opportunities of all students in the Commonwealth. Effective for the tax years beginning after December 31, 2006, nonrefundable tax credits against the tax imposed by KRS 141.020 and 141.040 may be claimed by corporations and business entities for contributions of one thousand dollars ($1000) or more and individuals for contributions of one hundred dollars ($100) or more to eligible nonprofit education organizations in a tax year. The tax credit shall be seventy-five percent (75%) of the total amount contributed during the tax year not to exceed seventy-five thousand dollars ($75,000) per corporation or business entity and seventy-five hundred dollars ($7500) per individual. A tax credit granted for a taxable year shall not exceed the tax liability imposed by KRS 141.020 and 141.040 of a corporation, business entity, or individual. The aggregate value of all tax credits provided under this section shall not exceed two million dollars ($2,000,000) for the taxable year beginning January 1, 2007, and four million dollars ($4,000,000) for taxable years beginning January 1, 2008. Authorization for tax credits under this section shall be awarded on a first-come first-served basis.

(3)
The Revenue Cabinet shall promulgate administrative regulations to establish the procedures and timelines for nonprofit education organizations to receive approval as eligible nonprofit education organizations for tax credits under this section; the process and procedures for corporations, business entities, and individuals to apply for tax credit authorizations; the reporting requirements for eligible nonprofit education organizations, including independent financial audits to verify use of annual receipts; and any other procedures needed to implement this section.

(4)
The Revenue Cabinet shall publish on its Web site an up-to-date list of eligible nonprofit education organizations that qualify for tax credits under this section. The cabinet shall make the list available to the Kentucky Department of Education, which shall also post the list or link on its Web site. Only contributions to eligible nonprofit education organizations on the list maintained by the Revenue Cabinet shall be recognized for awarding tax credits under this section.

(5)
Eligible nonprofit education organizations shall establish their requirements for making grants, stipends, and awards in accordance with this section. Each eligible nonprofit education organization shall maintain an annual list of persons receiving scholarships and stipends, including the amounts received, and organizations receiving grants to provide educational institutes. The eligible nonprofit education organizations shall make quality principal awards in compliance with Section 2 of this Act.

(6)
A corporation, business entity, or an individual wishing to qualify to claim a tax credit under this section shall seek preauthorization for a tax credit from the Revenue Cabinet in advance of making a contribution to an eligible nonprofit education organization. Contributions shall be made within thirty (30) days of receiving approval from the Revenue Cabinet.

(7)
If tax credits are not being requested, a corporation, business entity, or individual may contribute unlimited amounts to nonprofit education organizations. The contributions shall qualify as contributions to nonprofit organizations for tax purposes.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 158 IS CREATED TO READ AS FOLLOWS:

(1)
Notwithstanding any statute to the contrary, a principal may be provided monetary incentives from an eligible nonprofit education organization, as defined in Section 1 of this Act, to accept a position in an academically low achieving school that is a high poverty school with at least fifty percent (50%) or more of its students eligible for free or reduced-price lunches. These monetary incentives shall be known as "quality principal awards." An eligible nonprofit education organization providing a quality principal award shall qualify for tax credits under Section 1 of this Act.

(2)
The Kentucky Department of Education shall annually designate and maintain a list of schools qualifying as academically low achieving schools with a high incidence of poverty as defined in subsection (1) of this section and provide the list to eligible nonprofit education organizations.

(3)
A quality principal award shall not exceed thirty percent (30%) of the principal's regular salary as calculated on the local district administrators' salary schedule for his or her rank and experience and assignment. The nonprofit education organization shall make the award to the school district, which shall add the award amount to the principal's salary. The award shall not be considered as salary for purposes of calculating benefits in the Kentucky Teachers' Retirement System and notice of its discontinuance shall not be subject to the requirements of KRS 161.760. The nonprofit education organization shall notify the principal, in writing, at least thirty (30) days prior to the discontinuance of the award.

(4)
The school council of a school qualifying under the provisions of this section for a quality principal award and the superintendent shall jointly, or if there is no school council, the superintendent, shall request funds to support a quality principal award to one (1)) or more eligible nonprofit education organizations prior to the advertisement and recruitment of a principal to serve in the school. A quality principal award shall be awarded for a two (2) year cycle and may be renewed for two (2) additional award cycles. The quality principal award may continue even if the school's qualifying demographics change or the school no longer meets the definition of "low achieving."

(5)
The Kentucky Department of Education shall annually determine expectations and reporting requirements for schools that have principals receiving quality principal awards. The local superintendent shall annually submit to the appropriate eligible nonprofit education organization and the Kentucky Department of Education evidence of school progress.

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 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; and

(p)
The education improvement tax credit permitted under Section 1 of this Act.

(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 tuition credit permitted by KRS 141.069; and

(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; and

(p)
The education improvement tax credit permitted under Section 1 of this Act.

(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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