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AN ACT relating to economic development.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 4 of this Act, unless the context clearly indicates otherwise:
(1)
"Approved company" means a company that has applied to the authority and been approved for a tax credit against corporate income taxes; 

(2)
"Authority" means the Kentucky Economic Development Finance Authority, consisting of a committee as set forth in KRS 154.20-010;

(3)
"Board" means the Kentucky Economic Development Partnership, as created in KRS 154.10-010;

(4)
"Capital investment" means up to fifty thousand dollars ($50,000) in currency, credit, debt, or other form of investment used to purchase machinery, equipment, and buildings that are directly related to the production process;

(5)
Commonwealth" means the Commonwealth of Kentucky;

(6)
"Eligible company" means a corporation, limited liability company, partnership, registered limited liability partnership, sole proprietorship, or business trust operating a profitable manufacturing facility in the Commonwealth for at least three (3) years;

(7)
"Manufacturing" means any activity involving the manufacturing, processing, assembling, or production of any property, including the processing that results in a change in the condition of the property and any related activity or function, together with storage, warehousing, distribution, and related office facilities;

(8)
"Productivity base" means the average of a company's productivity over thirty-six (36) months prior to the activation date of the capital investment; and

(9)
"State" means the Commonwealth of Kentucky.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

The General Assembly hereby finds that the general welfare and material well-being of the citizens of the Commonwealth depend upon the increased productivity and sustained growth of Kentucky industries, and that it is in the best interest of the Commonwealth to offer a tax credit to companies who grow substantially in the Commonwealth in order to advance the prosperity of the Commonwealth and to encourage the permanent location of growing and profitable businesses in the Commonwealth.
SECTION 3.   A NEW SECTION OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

(1)
The authority shall promulgate administrative regulations detailing the standards for the determination and approval of eligible companies and their plans for expansion of production capabilities in accordance with KRS Chapter 13A.
(2)
The standards for approval of eligible companies shall include but not be limited to:
(a)
The production history of the company;

(b)
The amount invested into the production capability expansion; and

(c)
The company's forecasted productivity increase.
(3)
After a diligent review of the relevant materials and completion of its inquiries, the authority, by resolution of its board of directors, may designate an eligible company to be an approved company.

SECTION 4.   A NEW SECTION OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

(1)
The authority, upon adoption of an authorizing resolution, may enter into an agreement with the approved company. 

(2)
The approved company shall be permitted, during the term of the agreement, to take a credit against Kentucky corporate income tax imposed by KRS 141.040 based on the amount of the company's capital investment made for machinery, equipment, and buildings that are directly related to the expansion of the production process. 

(3)
The agreement shall provide that:

(a)
The income tax credit rate shall be computed on a basis of proportional growth, as follows:

1.
A productivity increase of five percent (5%) over the productivity base qualifies the company to take credit against the corporate income tax liability imposed by KRS 141.040 equal to ten percent (10%) of the capital investment.

2.
A productivity increase of ten percent (10%) over the productivity base qualifies the company to take credit against the corporate income tax liability imposed by KRS 141.040 equal to fifteen percent (15%) of the capital investment.

3.
A productivity increase of fifteen percent (15%) over the productivity base qualifies the company to take credit against the corporate income tax liability imposed by KRS 141.040 equal to twenty percent (20%) of the capital investment.
(b)
The income tax credit shall be claimed in equal installments over two (2) years and may be carried forward. The tax credit shall not exceed the company's total debt service paid during any fiscal year of the approved company. 

(c)
The income tax credited to the approved company shall be credited for the fiscal year for which the tax return of the approved company is filed.

(d)
The agreement may be assigned by the approved company only upon the prior written consent of the authority following the adoption of a resolution by the authority to that effect.

(4)
Ninety (90) days after the filing of the tax return of the approved company, the Revenue Cabinet shall certify to the authority the income tax liability, for the preceding fiscal year of the approved company for which the return was filed and the amount of any income tax credits taken in accordance with subsection (3) of this section.

SECTION 5.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section, unless the context requires otherwise:

(a)
"Approved company" shall have the same meaning as prescribed in subsection (1) of Section 1 of this Act;

(b)
"Capital investment" shall have the same meaning as prescribed in subsection (4) of Section 1 of this Act; and

(c)
"Productivity base" shall have the same meaning as prescribed in subsection (8) of Section 1 of this Act.
(2)
An approved company shall compute the income tax credit as provided in this section. 

(3)
A manufacturing company that makes a capital investment of not more than fifty thousand dollars ($50,000) on machinery, equipment, and buildings that are directly related to the expansion of the production process and that can prove that the company has experienced a productivity increase over the productivity base shall be entitled to a credit against the corporate income taxes imposed by KRS 141.040 in an amount equal to:

(a)
A productivity increase of five percent (5%) over the productivity base qualifies the company to take credit against the corporate income tax liability imposed by KRS 141.040 equal to ten percent (10%) of the capital investment.
(b)
A productivity increase of ten percent (10%) over the productivity base qualifies the company to take credit against the corporate income tax liability imposed by KRS 141.040 equal to fifteen percent (15%) of the capital investment.
(c)
A productivity increase of fifteen percent (15%) over the productivity base qualifies the company to take credit against the corporate income tax liability imposed by KRS 141.040 equal to twenty percent (20%) of the capital investment.

(4)
The income tax credited to the approved company shall be credited for the fiscal year for which the tax return of the approved company is filed. The income tax credit shall be claimed in equal installments over two (2) years and may be remitted forward.

(5)
Application for a tax credit shall be made to the Revenue Cabinet on or before July 1 of the year following the calendar year in which the productivity increase is attained and shall contain all information that the Revenue Cabinet may require. The Revenue Cabinet shall review all applications received and shall advise the taxpayer and the authority of the amount of credit for which the taxpayer is eligible under this section.

Section 6.   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 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 economic development credits computed under KRS 141.347, 141.400, 141.403, and 141.407;

(c)
The health insurance credit permitted by KRS 141.062;

(d)
The tax paid to other states credit permitted by KRS 141.070;

(e)
The credit for hiring the unemployed permitted by KRS 141.065;

(f)
The recycling or composting equipment credit permitted by KRS 141.390;

(g)
The Commonwealth Venture Fund credit permitted by KRS 154.20-340;

(h)
The low income credit permitted by KRS 141.066; and

(i)
The household and dependent care credit permitted by KRS 141.067.

(2)
After the application of the nonrefundable credits in subsection (1) 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; and

(b)
The individual estimated tax payment credit permitted by KRS 141.305.

(3)
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,[ and] 141.407, and Section 4 of this Act;

(b)
The health insurance credit permitted by KRS 141.062;

(c)
The unemployment credit permitted by KRS 141.065;

(d)
The recycling or composting equipment credit permitted by KRS 141.390;

(e)
The coal conversion credit permitted by KRS 141.041;

(f)
The enterprise zone credit permitted by KRS 154.45-090; and

(g)
The Commonwealth Venture Fund credit permitted by KRS 154.20-340.

(4)
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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