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AN ACT relating to tax credits for railroad infrastructure improvements.

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)
"Class II railroad" means a railroad company classified as a Class II carrier by the federal Surface Transportation Board;

(b)
"Class III railroad" means a railroad company classified as a Class III carrier by the federal Surface Transportation Board;

(c)
"Qualified expenditures" means expenditures, whether or not otherwise chargeable to a capital account, that are made to maintain or improve railroad track located in Kentucky, including roadbeds, bridges, and related track structures, that are owned or leased as of January 1, 2006, by a Class II or Class III railroad;

(d)
"Eligible taxpayer" means:

1.
The owner of any Class II or Class III railroad; or

2.
Any person who transports property using the rail facilities of a Class II or Class III railroad or who furnishes railroad-related property or services to a Class II or Class III railroad but only with respect to miles of railroad track assigned to the person by a Class II or Class III railroad for purposes of subsection (2) of this section.

(2)
An eligible taxpayer shall be entitled to a nonrefundable credit against the taxes imposed by KRS 141.020 and 141.040 in an amount equal to fifty percent (50%) of the qualified expenditures paid or incurred by the taxpayer during the taxable year.

(3)
The credit allowed under subsection (2) of this section shall not exceed the product of:

(a)
$3,500, multiplied by;
(b)
The sum of:

1.
The number of miles of railroad track owned or leased by the eligible taxpayer as of the close of the taxable year; and
2.
The number of miles of railroad track assigned for purposes of this section to the eligible taxpayer by a Class II or Class III railroad which owns or leases the railroad track as of the close of the taxable year.
(4)
A mile of railroad track may be taken into account by a qualified taxpayer other than the owner only if the mile of railroad track is assigned to the person by the owner for purposes of this section. Any mile that is so assigned shall not be taken into account by the owner for purposes of this section.

(5)
With respect to any assignment of a mile of railroad track under subsection (4) of this section:

(a)
The assignment may be made only once per taxable year of the Class II or Class III railroad and shall be treated as made as of the close of the taxable year;

(b)
The mile may not be taken into account under this section by the railroad for such taxable year; and

(c)
The assignment shall be taken into account for the taxable year of the assignee which includes the date that the assignment is treated as effective.
(6)
If a credit is taken as provided for in subsection (2) of this section, the basis of the track shall be reduced by the amount of credit taken.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

(1)
A railway company subject to tax under KRS 136.120 shall be entitled to a nonrefundable tax credit against the taxes imposed under KRS 141.040 in an amount certified by the department pursuant to this section.

(2)
(a)
The credit shall be equal to twenty-five percent (25%) of the expenditures paid or incurred by the company to improve existing railroad grade crossings.

(b)
The total credit amount approved for a calendar year for all taxpayers under this section shall be limited to one million dollars ($1,000,000).
(c)
If the total amount of approved credit for all railway companies applying for the credit exceeds one million dollars ($1,000,000), the department shall determine the amount of credit each railway company receives by multiplying one million dollars by a fraction, the numerator of which is the amount of approved credit for a railway company and the denominator of which is the total approved credit for all railway companies.
(3)
Each railway company eligible for the credit provided under this section shall file a railroad grade crossing tax credit claim on forms prescribed by the department by the fifteenth day of the first month following the close of the preceding calendar year. The department shall determine the amount of the approved credit and issue a credit certificate to the railway company by the fifteenth day of the third month following the close of the calendar year.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section:

(a)
"Fossil energy resources" means reserves of coal, oil shale, and natural gas; and

(b)
"Biomass resources" means agricultural materials that may be used for production of transportation fuels such as biodiesel or ethanol or that may themselves be used as a fuel, alone or in combination with a fossil fuel, for generation of electricity.

(2)
(a)
A corporation, as defined in KRS 141.010(24), that owns fossil energy resources subject to tax under KRS 143.020 or 143A.020 or biomass resources and transports these resources using rail facilities; or
(b)
A railway company subject to tax under KRS 136.120 that serves a corporation that owns fossil energy resources subject to tax under KRS 143.020 or 143A.020 or biomass resources;


shall be entitled to a nonrefundable tax credit against the taxes imposed under KRS 141.040 in an amount certified by the department pursuant to this section.
(3)
(a)
The credit shall be equal to twenty-five percent (25%) of the expenditures paid or incurred by either the corporation or railway company to expand railroad track, including roadbeds, bridges, and related track structures, to accommodate the transport of fossil energy resources or biomass resources.

(b)
The credit amount approved for a calendar year for all taxpayers under this section shall be limited to one million dollars ($1,000,000).
(c)
If the total amount of approved credit exceeds one million dollars ($1,000,000), the department shall determine the amount of credit each corporation and railway company receives by multiplying one million dollars by a fraction, the numerator of which is the amount of approved credit for a corporation or railway company and the denominator of which is the total approved credit for all corporations and railway companies.
(4)
Each corporation or railway company eligible for the credit provided under this section shall file a railroad expansion tax credit claim on forms prescribed by the department by the fifteenth day of the first month following the close of the preceding calendar year. The department shall determine the amount of the approved credit and issue a credit certificate to the corporation or railway company by the fifteenth day of the third month following the close of the calendar year.

SECTION 4.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

(1)
The tax credits established by Sections 1, 2, and 3 of this Act shall not be carried forward to a return for any other period.

(2)
If an expenditure by a taxpayer qualifies for credits under more than one (1) of the provisions of Sections 1, 2, and 3 of this Act, the taxpayer may claim credit under one (1) section only.
Section 5.   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;

(p)
The railroad maintenance and improvement credit permitted by Section 1 of this Act;

(q)
The railroad grade crossing credit permitted by Section 2 of this Act; and

(r)
The railroad expansion credit permitted by Section 3 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;

(p)
The railroad maintenance and improvement credit permitted by Section 1 of this Act;

(q)
The railroad grade crossing credit permitted by Section 2 of this Act; and

(r)
The railroad expansion credit permitted by Section 3 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.

Section 6.   The provisions of this Act shall apply for taxable years beginning after December 31, 2006.
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