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AN ACT relating to economic development incentives for airports.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 139 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section:

(a)
"Airport" means a publicly owned airport located in the Commonwealth that is a "commercial service airport" as defined in 49 U.S.C. sec. 47102;

(b)
"Airport retailer" means any retailer located on the airport property that is required to register and collect sales and use taxes under this chapter; and

(c)
"Large hub airport," "medium hub airport," "small hub airport," and "nonhub airport" have the same meanings as in 49 U.S.C. sec. 47102. 

(2)
The General Assembly recognizes and finds that:

(a)
The airports located in the Commonwealth contribute significantly to the transportation infrastructure of the Commonwealth;

(b)
Vibrant, successful airports offering a high level of air service are a crucial component of the infrastructure necessary to attract successful national and international businesses to the Commonwealth; 

(c)
Traditional economic development incentive programs do not work well for airports because the objectives, goals, and purposes of airports are in many ways different from those of other commercial enterprises, where the primary focus of incentive programs is the direct development of additional jobs; and

(d)
The authority granted in this section and the purposes accomplished hereby are proper governmental and public purposes for which public moneys may be expended, and that the enhanced development of airports in the Commonwealth is of paramount importance to the economic well-being of the Commonwealth. 

(3)
(a)
The purpose of this section is to provide financial support to airports to assist with costs related to airport projects designed to improve or enhance customer services, airport services, infrastructure, or any combination thereof on airport property.

(b)
To facilitate the purposes of this section, for tax periods beginning on or after January 1, 2013, fifty percent (50%) of the sales and use taxes imposed under KRS 139.200 and collected and remitted by participating airport retailers at each airport and not previously pledged or earmarked for another purpose shall be returned to the airport where the sales and use taxes were collected, subject to the following annual caps:

1.
For a large hub airport or medium hub airport, one million five hundred thousand dollars ($1,500,000); and

2.
For a small hub airport or a nonhub airport, seven hundred fifty thousand dollars ($750,000).

(4)
To qualify for distributions under this section, an airport shall enter into information-sharing agreements prescribed by the department with its lessees and other related parties to verify the amount of sales tax eligible for transfer under this section.

(5)
All airport retailers shall file under a separate and unique sales and use tax account number for sales occurring at the airport. If an airport retailer fails to comply with the provisions of this subsection, sales taxes collected by that retailer shall not be transferred pursuant to subsection (6) of this section.

(6)
The department shall transfer the available amounts due each airport to the airport on a quarterly basis, within forty-five (45) days after the close of each quarter, until the annual cap for that airport has been reached. After the annual cap has been reached, no additional distributions shall be made until the next calendar year when additional cap amounts become available. 

(7)
By February 1 of each year, the department shall provide an annual report to the Interim Joint Committees on Economic Development and Tourism and Appropriations and Revenue detailing the amount of sales and use tax revenues returned to each airport during the prior fiscal year. 

(8)
By February 1 of each year, each airport receiving distributions under this section shall provide an annual report to the Interim Joint Committees on Economic Development and Tourism and Appropriations and Revenue detailing how the amounts received were expended. 

(9)
(a)
Each airport receiving a distribution under this section shall deposit the amounts distributed in a separate, interest-bearing account. Expenditures from the account shall be restricted to offsetting costs related to airport projects designed to improve or enhance customer services, airport services, infrastructure, or any combination thereof on airport property.

(b)
For purposes of any contract or agreement between an airport and an air carrier, the funds transferred to an airport under this section are funds received from a public agency, the use of which is restricted to the specific purposes set forth in this section, and such funds shall not be considered airport revenue that may be used for any other purpose.
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