UNOFFICIAL COPY AS OF 03/20/14
14 REG. SESS.
14 RS HB 551/HCS 1


AN ACT relating to local option sales and use taxes.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 65 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 5 of this Act:

(1)
"Consolidated local government" means a combined city-county government formed pursuant to KRS Chapter 67C;

(2)
"Department" means the Department of Revenue;

(3)
"Gross receipts" and "sales price" have the same meaning as in KRS 139.010;

(4)
"Local government" means a city, county, urban-county government formed pursuant to KRS Chapter 67A, unified local government formed pursuant to KRS 67.900 to 67.940, charter county government formed pursuant to KRS 67.825 to 67.875, or any other form of merged city-county government except a consolidated local government;

(5)
"Local jurisdictions" means all local governments and consolidated local governments; 

(6)
"Member state" has the same meaning as in KRS 139.781;

(7)
"Residual project" means any capital project for which residual funds remaining upon completion of projects may be used, as specifically identified in the ballot question as required by subsection (2)(b)2. of Section 3 of this Act;

(8)
"SSUTA agreement" has the same meaning as in KRS 139.781; and

(9)
"State sales and use tax" means the sales and use taxes imposed by the Commonwealth pursuant to KRS Chapter 139.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 65 IS CREATED TO READ AS FOLLOWS:

(1)
A local jurisdiction may impose a local option sales and use tax as provided in Sections 1 to 5 of this Act.

(2)
Any local option sales and use tax imposed by a local jurisdiction shall:

(a)
Be approved by the voters prior to imposition of the levy, as provided in Section 3 of this Act;

(b)
Be used solely for a specific capital project or projects, which shall be identified and described in the ballot language proposing the levy, except that portion of the amount collected necessary to offset the costs incurred by:

1.
The department in collecting and administering the tax, not to exceed one percent (1%) of the amount collected; and 

2.
Retailers in collecting and remitting the tax, not to exceed one percent (1%) of the amount remitted;


may be used for that purpose;

(c)
Not include specific funding for residual projects. Residual projects shall be funded only if revenues beyond those needed to complete the specifically identified project or projects inadvertently exceed the amount necessary to complete the project or projects;

(d)
Be for a limited period of time, which shall be identified in the ballot language proposing the levy;

(e)
Be collected by the department at the same time, and in the same manner, as the state sales and use tax;

(f)
Apply to the same base as the state sales and use tax;

(g)
Include both the sales tax and the use tax, which shall be imposed at the same rate; 

(h)
Be sourced as provided in KRS 139.105; and

(i)
If:

1.
Kentucky is a member state to the SSUTA agreement, comply with all requirements of the SSUTA agreement relating to levies by local jurisdictions;

2.
The SSUTA agreement is replaced by federal legislation authorizing states to require out-of-state vendors to collect and remit sales and use taxes on behalf of the state, and that legislation includes requirements relating to levies by local governments, comply with all requirements of the federal legislation that will allow Kentucky to remain in compliance with the federal law; or

3.
Neither subparagraph 1. nor 2. of this paragraph apply, comply with any requirements established by the department pursuant to an administrative regulation promulgated pursuant to KRS Chapter 13A establishing administrative, reporting, notice, and effective date requirements.

(3)
(a)
The maximum aggregate local option sales and use tax rate that may be imposed at any time within the boundaries of a county shall be:

1.
One percent (1%) of gross receipts as described in KRS 139.200; and

2.
One percent (1%) of the sales price of property as described in KRS 139.310. 

(b)
Before a local option sales and use tax levy may be imposed in:

1.
Any jurisdiction other than a consolidated local government or urban-county government, the mandatory inquiry process established by Section 4 of this Act shall be followed; or

2.
A consolidated local government, the provisions of Section 5 of this Act shall be followed.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 65 IS CREATED TO READ AS FOLLOWS:

(1)
(a)
A majority of the members of the governing body of a local jurisdiction may adopt an ordinance submitting to the qualified voters of the local jurisdiction the question of whether a local option sales and use tax shall be imposed. 

(b)
If a joint local option sales and use tax levy is proposed by multiple local jurisdictions pursuant to an interlocal agreement, the ordinance adopted by the governing body of each participating local jurisdiction shall be identical with regard to the information required by subsection (2) of this section.

(2)
The ordinance shall set forth the specific wording of the ballot question, which shall, at a minimum, include the following:

(a)
Identification of the local jurisdictions that will receive revenues from the levy, and if more than one (1) local jurisdiction will receive revenues, the percentage or amount of the tax collected by the department to be received by each local jurisdiction;

(b)
A description of the specific capital project or projects to be funded by the levy, including:

1.
Where the project or projects will be located; and

2.
The residual project or projects that will be funded with any incidental tax collection amounts remaining upon completion of the specifically identified project or projects;

(c)
The rate of the levy;

(d)
The effective date of the levy, which shall be established only after consultation with the department regarding timeframes for providing required notice and the development of database information as required by subsection (3) of this section; and

(e)
The period for which the levy will be imposed, which shall not exceed:

1.
For local governments other than consolidated local governments, the earlier of the time limitations established in Section 4 of this Act, if applicable, or the date on which all projects approved by the voters other than residual projects are completed; or

2.
For consolidated local governments, the earlier of ten (10) years from the effective date of the levy, or the date on which all projects approved by the voters other than residual projects are completed.

(3)
(a)
The ordinance adopted pursuant to subsections (1) and (2) of this section shall be submitted by the local jurisdiction to the department for review. The department shall review the ordinance to determine compliance with any requirements of the SSUTA agreement, federal legislation, and administrative regulations of the department. The department shall return the ordinance to the local jurisdiction within thirty (30) days of receipt with any changes necessary for compliance noted. The governing body of the local jurisdiction shall make any changes required prior to filing the ordinance with the county clerk. 

(b)
After making any changes requested by the department, the ordinance shall be filed with the county clerk of each county in which the vote will take place no later than the second Tuesday in August prior to the next regular election, and the clerk shall cause the question to be placed before the voters of the local jurisdiction at the next general election. 

(4)
(a)
If a majority of the votes cast are in favor of the imposition of a local option sales and use tax levy, the governing body of the imposing local jurisdictions shall forward to the department:

1.
A copy of the ordinance or ordinances placing the local option sales and use tax levy on the ballot;

2.
Certification of the results of the election from the county clerk or clerks;

3.
Boundary information, in the form and format required by the department;

4.
A copy of the interlocal agreement if the levy will be imposed in multiple local jurisdictions, or if revenues from the levy will be distributed among multiple local jurisdictions; and 

5.
Any other information required by the department pursuant to an administrative regulation promulgated pursuant to KRS Chapter 13A.

(b)
If a local option sales and use tax levy is considered by voters residing in multiple counties pursuant to an interlocal agreement, the levy shall apply only upon a majority of the votes cast in each county being in favor of the local option sales and use tax levy. If the voters in one (1) or more counties fail to approve the levy by a simple majority vote, the levy shall not be imposed. 

(c)
If a local option sales and use tax levy is being proposed by a county and cities within that county pursuant to an interlocal agreement that does not require a separate vote by residents of the county and city, the levy shall become effective upon a simple majority vote in favor of the levy by residents of the county.

(d)
If the local option sales and use tax levy is being proposed by a county and cities within that county pursuant to an interlocal agreement that requires separate votes by the residents of the city and county, the provisions of the interlocal agreement shall determine whether the levy shall become effective as provided in Section 4(6)(c)4.b. of this Act

(5)
Unless a later effective date is specified in the ballot question approved by the voters, the local option sales and use tax levy shall become effective on the first day of the calendar quarter following the provision of notice and establishment of database information as required by:

(a)
The SSUTA agreement, if Kentucky remains a member and the SSUTA agreement is not replaced by federal legislation;

(b)
Federal legislation, if the SSUTA agreement is replaced by federal legislation that includes notification requirements relating to the imposition of local option sales and use taxes; or

(c)
The department, pursuant to an administrative regulation promulgated under KRS Chapter 13A if neither paragraph (a) nor (b) of this subsection apply.

(6)
(a)
Upon approval of a local option sales and use tax by the voters of a local jurisdiction, the rate, duration of the levy, boundaries for application of the levy, and specific capital projects for which funds may be expended shall not be amended without prior approval of a simple majority of voters of the local jurisdiction in which the levy applies during a general election. The process established for the initial levy of the local option sales and use tax shall also apply to any amendment of an original levy. 

(b)
The effective date of a levy approved by the voters may be extended beyond the date stated in the ballot language if the extension is necessary to comply with the requirements of:

1.
The SSUTA agreement, if Kentucky remains a member and the SSUTA agreement is not replaced by federal legislation;

2.
Federal legislation, if the SSUTA agreement is replaced by federal legislation that includes notification requirements relating to the imposition of local option sales and use taxes; or

3.
If neither subparagraph 1. nor 2. of this paragraph apply, notification and administrative requirements established by the department pursuant to an administrative regulation promulgated pursuant to KRS Chapter 13A.

(7)
All proceeds from the local option sales and use tax received by a local jurisdiction shall be maintained in a separate, discrete account, which shall be audited on an annual basis as part of the annual audit required for the local jurisdiction establishing the separate account.

SECTION 4.   A NEW SECTION OF KRS CHAPTER 65 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section:

(a)
"Initiating entity" means the county or qualifying city initiating the inquiry process established by this section;

(b)
"Population" means the number of inhabitants living within jurisdictional boundaries of a city or county as determined by the most recent official decennial census of the United States Bureau of Census;

(c)
"Qualifying city" means any city within a county that includes at least fifteen percent (15%) of the total population residing within incorporated areas of the county; and

(d)
"Trigger date" means the day on which the mandatory inquiry process ends, as determined under subsection (5) of this section.

(2)
The process for initiating a proposal for the imposition of a local option sales and use tax by a local government or group of local governments shall begin with the mandatory inquiry process established by this section.

(3)
The inquiry process may be initiated by any county or qualifying city within a county. For purposes of this section, a city is considered to be within a county if twenty percent (20%) or more of the city population resides within the county.

(4)
The initiating entity shall adopt a resolution expressing a desire to begin negotiations for the imposition of a local option sales and use tax within the county. The initiating entity shall send a copy of the resolution by certified mail to the governing bodies of all qualifying cities within the county and, if the initiating entity is a qualifying city, to the fiscal court of the county. 

(5)
(a)
Qualifying cities and any county receiving notification of the inquiry process shall have thirty (30) days from the day the notice is received to respond to the initiating entity. 

(b)
The response shall be made through the adoption of a resolution agreeing to engage in the negotiation process, or declining the invitation to negotiate. 

(c)
A copy of the adopted resolution shall be sent by certified mail to the initiating entity. 

(d)
Failure to respond within thirty (30) days shall be considered a refusal to participate in the negotiating process. 

(e)
The inquiry process shall end upon the earlier of all responses being received, or the passage of thirty (30) days from the date the last invitation to negotiate was delivered.

(f)
The initiating entity shall notify all local jurisdictions that received a notice as part of the inquiry process of the outcome of the inquiry process within five (5) days of expiration of the inquiry process as described in paragraph (e) of this subsection. 

(6)
(a)
1.
If all qualifying cities and the county agree to negotiate an interlocal 
agreement, they shall commence negotiations as provided in KRS 
65.210 to 65.300. The qualifying cities and the county shall allow non-
qualifying cities to participate in the negotiation process, and any 
participating non-qualifying city may be a party to the interlocal 
agreement. However, acquiescence by participating non-qualifying 
cities shall not be required for an interlocal agreement to be reached 
under this paragraph. 

2.
The agreement shall, at a minimum:

a.
Establish the terms and conditions of the levy of the local option sales and use tax, which shall be at a uniform rate within the jurisdictional boundaries of all parties to the agreement; and

b.
Establish the allocation of revenues among parties to the agreement.

3.
If an agreement is not reached within four (4) months of the trigger date, and the time for negotiation is not extended beyond four (4) months by mutual agreement of all negotiating parties, the provisions of subsection (7) of this section shall apply.

(b)
1.
a.
If the county refuses to participate in the negotiation process, 
any city within the county may propose a local option sales and 
use tax within the jurisdictional limits of the city; or

b.
If the county agrees to participate in the negotiation process and all qualifying cities refuse to participate in the negotiation process, the county may propose a local option sales and use tax within the jurisdiction of the county. 

2.
Any tax proposed by a city or county under subparagraph 1. of this paragraph shall conform with the following requirements:

a.
For the first twelve (12) years beginning on the trigger date, the maximum rate that may be levied shall be one percent (1%);

b.
For the next ten (10) years following the expiration of the twelve (12) year period described in subdivision a. of this subparagraph, the maximum rate that may be levied shall be one-half of one percent (0.5%); and

c.
Any tax levied pursuant to this subparagraph shall expire upon the earlier of completion of all projects approved by the voters of the jurisdiction other than residual projects, expiration of the time approved in the ballot question, or the passage of twenty-two (22) years from the trigger date.

3.
Upon the conclusion of the twelve (12) year period established by subdivision a. of subparagraph 2. of this paragraph, and if the levy established by subparagraph 2. of this paragraph continues under subdivision b. of subparagraph 2. of this paragraph, any qualifying city or county that declined to participate in the original negotiation process and was thus precluded from levying a local option sales and use tax during the twelve (12) year period, may propose the levy of a local option sales and use tax at a rate not to exceed one-half of one percent (0.5%) for a period not to exceed ten (10) years. 

(c)
1.
The provisions of this paragraph shall apply if the county and one (1) or more, but not all, qualifying cities agree to participate in the negotiation process. 

2.
The maximum rate that may be levied by the county or any city within the county shall not exceed one-half of one percent (0.5%).

3.
Any city within the county that declined to participate in the negotiation process, including non-qualifying cities that do not participate in the negotiating process:

a.
Shall be prohibited from levying a local option sales and use tax for five (5) years from the trigger date; and 

b.
May impose a local option sales and use tax after the passage of five (5) years from the trigger date, except that any tax levied pursuant to this subdivision shall expire upon the earlier of completion of all projects approved by the voters of the jurisdiction, expiration of the time approved in the ballot question, or the expiration of any tax levied pursuant to subparagraph 4. of this paragraph or subsection (7) of this section, by other jurisdictions within the county, as applicable.

4.
a.
The county and those qualifying cities agreeing to participate in the negotiation process, along with any non-qualifying cities within the county that express a desire to be involved in the process, shall commence the negotiation of an interlocal agreement as provided in KRS 65.210 to 65.300. Acquiescence by participating non-qualifying cities shall not be required for an interlocal agreement to be reached under this subparagraph.

b.
The agreement shall establish the terms and conditions of the levy of the local option sales and use tax, and, if approval is required by voters in multiple jurisdictions, the agreement shall address what will happen if the levy is not approved in one (1) or more of the local jurisdictions that are a party to the agreement. 

c.
If the proposed levy is not approved in one (1) or more of the local jurisdictions, and because of the lack of approval, the interlocal agreement fails, the original parties to the interlocal agreement may reinitiate the negotiation process, or may proceed separately under subsection (7) of this section. 

d.
Any tax levied pursuant to this subparagraph shall expire upon the earlier of completion of all projects approved by the voters of the jurisdiction other than residual projects, expiration of the time approved in the ballot questions, or the passage of twenty (20) years from the trigger date.   

e.
If an agreement is not reached within four (4) months of the trigger date, and the time for negotiation is not extended beyond four (4) months by mutual agreement of all negotiating parties, the provisions of subsection (7) of this section shall apply. 

(7)
(a)
The provisions of this subsection shall apply if an interlocal agreement cannot be reached as provided in subsection (6) of this section, or the voters fail to approve a levy proposed by an interlocal agreement pursuant to subsection (6)(c)4.c. of this section. 

(b)
The maximum local option sales and use tax rate that may be imposed by a county or any city within the county shall be one-half of one percent (0.5%).

(c)
Any tax levied pursuant to this subsection shall:

1.
Expire upon the earlier of completion of all projects approved by the voters of the jurisdiction other than residual projects, expiration of the time approved in the ballot question, or the passage of fifteen (15) years from the trigger date; and

2.
Have a direct benefit and serve a public purpose for the citizens of the entire county.

SECTION 5.   A NEW SECTION OF KRS CHAPTER 65 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section:

(a)
"Commission" means a community investment commission established pursuant to subsection (2) of this section;

(b)
"Mayor" means the mayor of a consolidated local government;

(c)
"Metro council" means the consolidated local government council established by KRS 67C.103; and

(d)
"Qualified project" means:

1.
The construction, renovation, or planning of:

a.
Roads, streets, bridges, sidewalks, bicycle paths, and multi-use or shared paths;

b.
Government buildings used primarily for governmental functions, including but not limited to administrative buildings, police stations, detention and rehabilitation facilities, public libraries, public waste handling or recycling facilities, and major athletic facilities accommodating more than five thousand (5,000) patrons for a single event;

c.
Historical, cultural, arts, or recreational facilities, including but not limited to theatres, ball fields, small arenas for public league indoor sports, public green space consisting of parcels not less than five (5) acres each, parks improvements, and the acquisition of land to be incorporated into existing parks;

d.
Transportation facilities designed for the transportation of people or goods, including but not limited to railroads, port or harbor facilities, or mass transportation facilities; and

e.
Hospitals or facilities providing inpatient medical or psychiatric services that are:


i.
Owned by the consolidated local government or an 
incorporated city located within the consolidated local 
government; and


ii.
Operated by the consolidated local government, a 
municipality, or by a non-profit, tax-exempt organization 
through a contract with a consolidated local government, 
or incorporated city within the consolidated local 
government;

2.
Major public initiatives to enhance tree canopy, reduce heat islands, or enhance onsite percolation drainage;

3.
Water or sewer projects to be owned by a public utility or an incorporated city within the consolidated local government;

4.
A capital project:

a.
Relating to public safety or airport facilities, and related capital equipment used in such facilities;

b.
Located within the boundaries of the consolidated local government or outside the boundaries of the consolidated local government; and

c.
Involving another local government or governments located outside the boundaries of the consolidated local government; 

5.
Public infrastructure technology projects; or

6.
Any combination of the projects described in this subparagraph. 

(2)
(a)
The process established by this section shall be the only means by which a local option sales and use tax may be imposed within the boundaries of a consolidated local government. 

(b)
The process for initiating a proposal for the imposition of a local option sales and use tax in a consolidated local government shall begin with the adoption of a resolution by the metro council directing the formation of a community investment commission. The ordinance shall also establish operating parameters for the commission in accordance with the provisions of this section, and shall establish a deadline by which the commission shall submit a recommended qualified project or slate of qualified projects to the metro council for consideration as provided in subsection (5) of this section.

(3)
(a)
The commission shall consist of twenty (20) members. Any individual member or category or class of member described in this subsection who is prohibited from serving on the commission because his or her service on the commission would be incompatible with a position he or she holds as an elected official of the Commonwealth or an elected official or employee of a local government shall appoint a delegate to serve in his or her stead as provided in paragraph (c)1.b. or 2.c. of this subsection if one of those provisions applies, or, if neither paragraph (c)1.b. or 2.c. of this subsection applies, he or she shall designate a citizen residing in the district he or she represents to serve in his or her stead.

(b)
Members of the commission shall all be residents of the consolidated local government, and the overall make-up of the commission shall be representative of the demographic make-up of the residents of the consolidated local government, including a gender balance representative of the number of males and females in the overall population of the consolidated local government.

(c)
Commission members shall be determined as follows:

1.
a.
Seven (7) members shall be members of the metro council, appointed by the president of the metro council, or designees of appointed members of the council as described in subdivision b. of this subparagraph. The members appointed by the president of the metro council shall meet the following requirements:


i.
No more than four (4) of the seven (7) members shall be of 
the same political party affiliation at the time of 
appointment; and


ii.
At least two (2) of the seven (7) members shall represent 
minority populations.

b.
Any council member appointed to serve on the commission may designate a citizen from his or her district to serve in his or her place. Any appointment made under this subdivision of this subparagraph shall be made prior to the first meeting of the commission and shall remain in effect for the term of the appointed council member;

2.
a.
Four (4) members shall represent the separately incorporated cities located within the consolidated local government. These members shall be appointed by the membership organization of separately incorporated cities within the consolidated local government, or, if no such organization exists, the appointments shall be made by an organization that represents a statewide association of cities, where the majority of the governing body is composed of mayors.

b.
Members appointed pursuant to this subparagraph may be an elected city official from one (1) of the incorporated cities within the consolidated local government. 

c.
Any elected city official appointed to serve on the commission may designate a citizen from or a full-time employee of his or her city to serve in his or her place. Any appointment made under this subdivision of this subparagraph shall be made prior to the first meeting of the commission and shall remain in effect for the term of the appointed elected city official;

3.
Six (6) at-large members, who shall be appointed by the mayor as follows:

a.
The territory of the consolidated local government shall be divided into three (3) districts, with the districts established as provided in KRS 67.060. Two (2) at-large members shall be appointed from each district, with one (1) member from each district within the urban services district and one (1) from outside the urban services district; and

b.
At least two (2) at-large members shall represent minority populations; 

4.
Two (2) members who represent the consolidated local government in the Kentucky General Assembly, with one (1) member from the House of Representatives and one (1) member from the Senate. These members shall be selected by a majority vote of all members of the General Assembly representing the consolidated local government, and shall be included on the commission only if their service on the commission does not constitute an incompatible office with their service as a member of the Kentucky General Assembly; and 

5.
One (1) nonvoting member, who shall serve as the chairperson and facilitator of the commission, to be nominated by the mayor and agreed to by the presidents of the metro council and the city organization directed to appoint members to the commission. If agreement cannot be reached, the mayor shall continue to nominate additional candidates until an agreement can be reached. 

(d)
Appointed commission members shall serve for as long as the commission exists, subject to the following:

1.
The term of any commission member appointed who is an elected official, and who is serving on the commission in that capacity, or of any citizen delegate appointed by the elected official, shall expire upon the elected official no longer serving in that capacity;

2.
Any member may resign at any time by submitting a written letter of resignation to the chairperson of the commission;

3.
Any member may be removed from the commission upon the vote of at least twelve (12) members of the commission for:

a.
Misconduct arising from any act that constitutes a crime involving fraud or moral turpitude; or

b.
Any act which constitutes a violation of the ethics code of the consolidated local government; 


except a vote to remove a member of the commission shall occur only after the member is given written notice of the specific conduct believed to warrant removal, and a reasonable opportunity to respond to the allegations.

(e)
Any vacancy on the commission shall be filled in the same manner as the original appointment.

(f)
A majority of the full authorized membership of the commission shall constitute a quorum, except the chairperson shall not be considered in determining whether a quorum exists.

(g)
The commission shall be attached to the office of the mayor for administrative and staffing purposes.

(h)
The commission shall:

1.
Hold public hearings and host online forums to receive input from citizens on capital investments they would like to see in the community;

2.
Coordinate and collaborate with the metro council, the mayor's office, experts, and consultants to gather data and information and to prepare cost estimates, feasibility studies, and return on investment projections for proposed capital projects;

3.
Develop a list of proposed projects to be presented to the metro council as provided in subsection (4) of this section;

4. 
If the ballot initiative is approved, provide oversight and monitoring for projects funded with the local option sales and use tax levy; and

5.
Perform any other functions and duties assigned to it by the metro council.

(i)
Meetings of the commission shall be subject to the provisions of KRS 61.800 to 61.850 and 61.870 to 61.884.

(j)
Members of the commission shall be subject to the code of ethics adopted by the metro council pursuant to KRS 65.003.

(4)
In developing a list of qualified projects to present to the metro council for consideration, the commission shall address qualified projects proposed by incorporated cities within the consolidated local government as follows:

(a)
1.
The commission shall consider all proposed qualified projects made by incorporated cities within the consolidated local government that have a demonstrable and direct benefit on the quality of life of the citizens residing within the city, as determined by the commission.

2.
The commission shall hold a separate vote for each qualified project submitted by an incorporated city that meets the requirements established by subparagraph 1. of this paragraph, to determine whether the qualified project will be included on the qualified project list to be presented to the metro council. All qualified projects proposed by incorporated cities within the consolidated local government shall be included on the list presented to the metro council for consideration unless twelve (12) members of the commission vote to exclude the qualified project from the final list; and

(b)
The final list of qualified projects recommended by the commission to the metro council shall include the estimated cost of each qualified project, and at least five percent (5%) but not more than twenty percent (20%) of the total amount expected to be generated from the local option sales and use tax levy shall be devoted to qualified projects proposed by incorporated cities.

(5)
(a)
The commission shall forward a recommended list of qualified projects to the metro council for consideration within the timeframes established by the metro council in the ordinance establishing the commission.

(b)
1.
The following conditions shall apply to consideration and approval of the list of qualified projects by the metro council:

a.
To amend, delete, or add a qualified project, a supermajority of sixty percent (60%) of the total membership of the metro council voting in favor of the amendment, deletion, or addition shall be required;

b.
If less than ten percent (10%) of the total amount expected to be generated from the local option sales and use tax levy is recommended by the commission to support qualified projects proposed by incorporated cities, the metro council shall not have the authority to amend or delete any of the qualified projects included on the list and recommended by incorporated cities; and

c.
If ten percent (10%) or more of the total amount expected to be generated from the local option sales and use tax levy is recommended by the commission to support qualified projects proposed by incorporated cities, the metro council may vote to amend, delete, or revise any of the qualified projects proposed by incorporated cities, except after all amendments, deletions, and revisions are made, at least ten percent (10%) of the total amount expected to be generated from the local option sales and use tax shall be devoted to qualified projects proposed by incorporated cities.

(c)
Upon approval of a qualified project or list of projects to be supported by a local option sales and use tax levy, the metro council may adopt an ordinance submitting to the qualified voters of the consolidated local government the question of whether a local option sales and use tax shall be proposed using the process established in Section 3 of this Act.

SECTION 6.   A NEW SECTION OF KRS CHAPTER 139 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section:

(a)
"Consolidated local government" has the same meaning as in Section 1 of this Act;

(b)
"Local government" has the same meaning as in Section 1 of this Act;

(c)
"Member state" has the same meaning as in KRS 139.781; and

(d)
"SSUTA agreement" has the same meaning as in KRS 139.781.

(2)
If the voters of a local government or consolidated local government approve the imposition of a local option sales and use tax pursuant to Sections 1 to 5 of this Act, the department shall collect and administer the tax on behalf of the local government or consolidated local government as provided in this section.

(3)
(a)
Upon receipt of an ordinance proposing to place the imposition of a local option sales and use tax on the ballot for voter approval, as required by subsection (3)(a) of Section 3 of this Act, the department shall review the ordinance to ensure that the provisions comply with any requirements established for local levies by:

1.
The SSUTA agreement, if Kentucky remains a member and the SSUTA agreement is not replaced by federal legislation;

2.
Federal legislation, if the SSUTA agreement is replaced by federal legislation that includes notification requirements relating to the imposition of local option sales and use taxes; or

3.
Administrative regulations promulgated by the department pursuant to KRS Chapter 13A, if the provisions of subparagraphs 1. and 2. of this paragraph do not apply.

(b)
The department shall return the ordinance to the local government or consolidated local government within thirty (30) days of receipt with any changes necessary for compliance noted, or shall notify the local government or consolidated local government that no changes are needed. The governing body of the local government or consolidated local government shall make any changes required prior to filing the ordinance with the county clerk. 

(4)
Upon receipt of notification pursuant to Section 3 of this Act that a local option sales and use tax levy has been approved by the voters of a local jurisdiction, the department shall:

(a)
Immediately begin the process of providing notice and establishing or amending any database required by:

1.
The SSUTA agreement, if Kentucky remains a member and the SSUTA agreement is not replaced by federal legislation;

2.
Federal legislation, if the SSUTA agreement is replaced by federal legislation that includes notification requirements relating to the imposition of local option sales and use taxes; or

3.
Administrative regulations promulgated by the department pursuant to KRS Chapter 13A, if the provisions of subparagraphs 1. and 2. of this paragraph do not apply; and

(b)
Establish or amend necessary forms to facilitate the reporting and collection of the local option sales and use tax.

(5)_
(a)
Local option sales and use taxes shall be collected and administered at the same time and in the same manner as state sales and use taxes under this chapter.

(b)
The department shall have all the powers, rights, duties, and authority with respect to the collection of local option sales and use taxes as are provided for the collection of state taxes in KRS Chapters 131, 134, 135, and this chapter.

(6)
Any person required by this chapter to collect and remit the state sales tax, or to remit the state use tax, or who voluntarily collects and remits the state use tax to the Commonwealth of Kentucky pursuant to this chapter shall also collect and remit, or remit, the local option sales and use tax as applicable. 

(7)
(a)
If Kentucky is a member state of the SSUTA agreement, or if the SSUTA agreement is replaced by federal legislation that includes requirements for sales and use tax levies imposed by local governments, the department shall comply with all requirements of the SSUTA agreement, or subsequent federal legislation relating to the levy and collection of local taxes in collecting and administering the local option sales and use tax.

(b)
If Kentucky ceases to be a member of the SSUTA agreement, and there is no federal legislation that includes reporting, notification, or other requirements for the levy of local sales and use taxes, the department shall establish processes and procedures to ensure proper notification, reporting, and administration of local option sales and use tax levies through the promulgation of an administrative regulation pursuant to KRS Chapter 13A.  

(8)
(a)
The department shall establish a separate account for each local government or consolidated local government that will receive local option sales and use tax revenues. 

(b)
Revenues from a local option sales and use tax levy that benefit multiple local governments shall be allocated as provided in the interlocal agreement entered into by the participating local governments.

(c)
1.
Each local government or consolidated local government that will receive a distribution from a local option sales and use tax shall provide to the department the boundaries of the local government or consolidated local government at the time, and in the form and format required by the department.

2.
If the boundaries reported to the department change, the local government or consolidated local government shall report the boundary changes to the department.

3.
The department and any retailer or other person responsible for collecting and remitting local option sales and use taxes shall not be responsible for collection or distribution errors resulting from incorrect boundary information by a local government or consolidated local government, and may rely on the most recent boundary information submitted.

(d)
The department shall distribute the taxes collected to each local government or consolidated local government on a monthly basis. 

(e)
The taxes collected by the department on behalf of local governments or consolidated local governments are remitted to the department for administrative purposes only and shall remain the property of the local government or consolidated local government levying the tax. The amounts so collected shall not be distributed, allocated, expended, or used in any manner except as provided in this section and Sections 1 to 5 of this Act.

(f)
Any refund of local option sales and use taxes shall be made in accordance with the provisions of this chapter. The department shall make authorized refunds, including interest, from the current tax collections in the account of the local government or consolidated local government from which the refund is owed. Applicable distributions to the local government or consolidated local government and the department administrative expense allocation provided for in paragraph (g) of this subsection shall be adjusted proportionately to reflect the refunds paid. If available funds in the local government or consolidated local government account are insufficient, the department shall pay the refunds from subsequent amounts collected for distribution to the local government or consolidated local government until all refund payments, including interest, if applicable, have been made.

(g)
From each distribution, the department shall deduct an amount which represents the proportionate share of the department's actual operating and overhead expenses incurred in the collection and administration of the taxes, not to exceed one percent (1%) of the amount collected. The department shall report its actual expenses and the allocation of expenses among local governments and consolidated local governments imposing the tax to the Department for Local Government on a quarterly basis. 

(9)
The department may promulgate administrative regulations under KRS Chapter 13A to implement the provisions of this section.

Section 7.   KRS 139.570 is amended to read as follows:

(1)
(a)
For reimbursement of the cost of collecting and remitting the tax, the seller shall deduct on each return one and three-quarters percent (1.75%) of the first one thousand dollars ($1,000) of tax due and one and one-half percent (1.5%) of the tax due in excess of one thousand dollars ($1,000), provided the amount due is not delinquent at the time of payment.

(b)
The total reimbursement allowed for each seller in any reporting period shall not exceed fifty dollars ($50).

(2)
For reimbursement of the cost of collecting and remitting the local option sales and use tax, the seller shall deduct on each return, from the amount due for local option sales and use taxes, one percent (1%) of the local option sales and use taxes due.

(3)
Notwithstanding subsections (1) and (2)[subsection (1)] of this section, the rate of compensation for taxes collected or returns filed by certified service providers and other model sellers participating in the agreement as defined in KRS 139.781 shall be determined according to the terms of the agreement as provided in KRS 139.789(7).

Section 8.   The provisions of this Act shall be effective on January 1, 2015, if a proposed constitutional amendment is ratified at the November 2014 general election authorizing the Kentucky General Assembly to confer upon any local government the power to levy a local option sales and use tax. If such a proposed constitutional amendment is not ratified, this Act shall be void. 
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