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AN ACT relating to tourism development.

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

SECTION 1.   A NEW SECTION OF KRS 148.850 TO 148.860 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section:

(a)
"Consolidated local government" means a combined city-county government formed under Chapter 67C of the Kentucky Revised Statutes;

(b)
"Designated downtown district" means all or a portion of the central business district of a consolidated local government, as designated by an ordinance of the governing body of the consolidated local government; 

(c)
"Local promotion agency" means:

1.
A tourist and convention commission established under KRS 91A.350 to 91A.390;

2.
A management district established under KRS 91.750 to 91.762 that includes all or a portion of the designated downtown district; or

3.
A nonprofit corporation established to develop and promote all or a portion of the designated downtown district; 

(d)
"Original agreement" means an agreement entered into prior to January 1, 2005, between an approved company and the authority for an entertainment destination center project located in a consolidated local government; 

(e)
"Promotion, advertising, and marketing activities" means:

1.
Print, radio, television, Internet, social media, or other advertising;

2.
Coupons, special promotions, and discounts;

3.
Concerts, street fairs, and other live entertainment;

4.
Sponsorship of special events;

5.
Temporary exhibits or displays;

6.
Arts and craft shows; or

7.
Any other activity reasonably related to attracting conventions, tourism, or visitors; and 

(f)
"Tourism promotion incentive" means the incentive established by subsection (4) of this section.  

(2)
(a)
An approved company with an entertainment destination center project that was approved prior to January 1, 2005, and that meets the requirements established by paragraph (b) of this subsection may, at any time during the last year of the original agreement, apply to the authority for the tourism promotion incentive as provided in subsection (3) of this section. 

(b)
For the approved company to qualify for the tourism promotion incentive, the entertainment destination center project shall meet the following requirements at the time of application, and for the duration of the agreement providing for the tourism promotion incentive:

1.
Contain a minimum of two hundred thousand (200,000) square feet of building space adjacent or complementary to an existing tourism attraction project or a major convention facility;

2.
Be open to the public at least one hundred (100) days per year;

3.
Maintain at least one (1) major theme restaurant and at least three (3) additional entertainment venues, including but not limited to live entertainment, multiplex theaters, large-format theaters, motion simulators, family entertainment centers, concert halls, virtual reality or other interactive games, museums, exhibitions, or other cultural and leisure-time activities;

4.
Maintain a minimum occupancy of sixty percent (60%) of the total gross area available for lease with entertainment and food and drink options not including the retail sale of tangible personal property;

5.
Attract at least twenty-five percent (25%) of its visitors from among persons who are not residents of the Commonwealth; and

6.
Receive at least two million (2,000,000) visitors each year.

(3)
(a)
To obtain the incentives authorized pursuant to this section, an eligible company that meets the requirements established by subsection (2) of this section shall file an application for the tourism promotion incentive with the authority. The requirements of KRS 148.855 and 148.857 shall apply to the submission, review, and approval of the application for the tourism promotion incentive, except that the authority may waive any requirement established by KRS 148.855 or 148.857 if it determines that information already in its possession related to the prior incentives received by the eligible company fulfill the requirement. Any waiver of a statutory requirement shall be made during an open meeting of the authority and shall be reflected in the minutes of the meeting.

(b)
In addition to meeting the requirements established by subsection (2)(b) of this section, the eligible company shall agree to:

1.
Use the tourism promotion incentive to support the entertainment destination center as follows:

a.
Ninety percent (90%) of the tourism promotion incentive received by the approved company annually shall be used solely for promotion, advertising, and marketing activities related to the entertainment destination center project or the designated downtown district in which the entertainment destination center project is located; and

b.
Ten percent (10%) of the tourism promotion incentive received by the approved company annually shall be paid to a local promotion agency, pursuant to an agreement between the approved company and the local promotion agency, to be used solely for promotion, advertising, and marketing activities directly related to the designated downtown district. The agreement between the approved company and local promotion agency shall include a requirement that the local promotion agency adopt an annual promotion, advertising, and marketing plan to be funded with amounts provided through the tourism promotion incentive and other funding sources; and

2.
Provide additional private investment in the entertainment destination center of five million dollars ($5,000,000) during a period beginning the first day of the last three (3) years of the term of the original agreement, through the end of the new agreement for the tourism promotion incentive, provided that incentives received under the original agreement that are reinvested in the entertainment destination center project shall not be considered additional private investment.

(4)
An approved company shall be eligible to receive an annual sales tax incentive for a period of five (5) years, beginning upon the later of the termination of the original agreement, or final approval of the tourism promotion incentives by the authority. The annual incentive shall be equal to the lesser of:

(a)
The total sales tax liability of the approved company and its lessees, less vendor compensation allowed under KRS 139.570; or

(b)
One million one hundred forty-five thousand five hundred twelve dollars ($1,145,512).

(5)
The authority, upon final approval of a company, may enter into an agreement with the approved company. The agreement shall be negotiated between the authority and the approved company and shall include but not be limited to the following terms and conditions:

(a)
The period for which the agreement shall apply, which shall not exceed five (5) years;

(b)
That the approved company agrees to meet the requirements established by subsection (3)(b) of this section;

(c)
That the project will continue to meet the requirements of subsection (3)(b) of this section for the duration of the agreement;

(d)
That the approved company will report to the authority as required by subsection (7) of this section;

(e)
That the approved company shall notify the authority if any change in ownership in the tourism attraction is contemplated. The authority shall reserve the option to renegotiate the terms of the agreement, or if the change in ownership is detrimental to the Commonwealth, the authority may terminate the agreement;

(f)
That the approved company shall not receive, or shall repay, the sales tax incentive authorized by subsection (4) of this section for any fiscal year in which the terms and conditions of the agreement are not met; 

(g)
That the agreement shall not be transferable or assignable by the approved company without the written consent of the authority and the passage of a resolution approving the proposed assignee as an approved company; and

(h)
That failure of the approved company to comply with the terms of the agreement may result in termination of the agreement and required repayment by the approved company to the authority of all funds received during the period for which the approved company was not in compliance with the terms of the agreement.

(7)
(a)
The approved company shall report or provide annually to the authority within forty-five (45) days of the close of each fiscal year of the approved company the following information:

1.
The amount of incentive received;

2.
Documentation that the entertainment destination center project continues to meet the requirements established by subsections (2) and (3) of this section;

3.
An accounting of the promotion, advertising, and marketing activities funded by the tourism promotion incentive;

4.
The amount of new investment in the entertainment destination center project made by the approved company, excluding any investment using incentives provided to the approved company as the funding source; and 

5.
Any other information the authority may require. 

(b)
Information from the report by the approved company to the authority shall be included in the annual report prepared by the authority under KRS 148.8591.

Section 2.   KRS 139.536 is amended to read as follows:

(1)
As used in this section:

(a)
"Agreement" means:

1.
The same as defined in KRS 148.851, or

2.
An agreement entered into pursuant to subsection (5) of Section 1 of this Act;

(b)
"Approved company" means the same as defined in KRS 148.851;

(c)
"Approved costs" means the same as defined in KRS 148.851;

(d)
"Authority" means the same as defined in KRS 148.851;

(e)
"Cabinet" means the same as defined in KRS 148.851;

(f)
"Secretary" means the secretary of the Tourism, Arts and Heritage Cabinet;[ and]
(g)
"Tourism development project" means the same as defined in KRS 148.851; and

(h)
"Tourism promotion incentive" means the same as defined Section 1 of this Act .

(2)
(a)
In consideration of the execution of the agreement and notwithstanding any provision of KRS 139.770 to the contrary, the approved company excluding its lessees, may be granted a sales tax incentive based on the Kentucky sales tax imposed by KRS 139.200 on the sales generated by or arising at the tourism development project as provided in KRS 148.853 or Section 1 of this Act, as applicable .

(b)
The approved company shall have no obligation to refund or otherwise return any amount of this sales tax refund to the persons from whom the sales tax was collected.

(3)
The authority shall notify the department upon approval of a tourism development project or tourism promotion incentive. The notification shall include:

(a)
The name of the approved company;[,] 

(b)
The name of the tourism development project;[,] 

(c)
The date on which the approved company is eligible to receive incentives under this section;[,] 

(d)
The term of the agreement;[,] 

(e)
For a tourism development project, the estimated approved costs, and the specified percentage of the approved costs that the approved company is eligible to receive; and 

(f)
Any other information that the department may require.

(4)
The sales tax incentive shall be reduced by the amount of vendor compensation allowed under KRS 139.570.

(5)
The approved company seeking the incentives shall execute information-sharing agreements prescribed by the department with its lessees and other related parties to verify the amount of sales tax eligible for the sales tax refund under this section.

(6)
By October 1 of each year, the department shall certify to the authority and the secretary the sales tax liability of the approved companies receiving incentives under this section and KRS 148.851 to 148.860, and their lessees, and the amount of the sales tax refunds issued pursuant to this section for the preceding fiscal year.

(7)
Interest shall not be allowed or paid on any refund made under the provisions of this section.

(8)
The department may promulgate administrative regulations and require the filing of forms designed by the department to reflect the intent of this section and KRS 148.851 to 148.860.
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