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AN ACT relating to economic development through the promotion of the value-added hardwood products industry.

WHEREAS, despite previous legislation supporting the secondary wood products industry, a lack of program funding combined with increased foreign competition and the need for emerging technology have placed the value-added hardwood products industry at a competitive disadvantage compared to other industries in Kentucky and the value-added hardwood products industry outside of Kentucky; and

WHEREAS, although the survival and success of the value-added hardwood products industry in Kentucky is dependent upon companies acquiring the emerging industry-related technology that is available to out-of-state companies in part due to assistance from those states, Kentucky has not addressed the technology divide that exists for this industry within the Commonwealth; and

WHEREAS, because value-added hardwood products companies that gain access to and utilize emerging technology produce maximum value-added products, achieve increased environmental awareness, and provide high-paying jobs requiring a skilled and educated workforce, it is in the interest of the Commonwealth to assist in advancing the technology base of Kentucky's value-added hardwood products industry;

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:

As used in Sections 1 to 4 of this Act:

(1)
"Authority" means the Kentucky Economic Development Finance Authority as created in KRS 154.20-010;
(2)
"Corporation" means the Kentucky Wood Products Competitiveness Corporation as created in KRS Chapter 154.47-015; 
(3)
"Cost" mean expenditures made in a tax year beginning on or after January 1, 2002:

(a)
In the case of technology-based or environmentally conscious equipment, all expenses associated with the purchase, improvement, installation, or support infrastructure of this equipment;
(b)
In the case of facilities, all expenses associated with site development, construction, expansion, improvement, renovation, or purchase of facilities for housing or utilizing technology-based or environmentally conscious equipment; and
(c)
In the case of training, all expenses associated with educating employees to operate or manage technology-based or environmentally conscious equipment, but shall not include wages or salaries of the employees being trained, and the total costs for training shall not exceed ten thousand dollars ($10,000) per employee;
(4)
"Credit year" means the tax year in which costs are incurred;

(5)
"Environmentally conscious equipment" means equipment located in the Commonwealth that is utilized for the manufacturing of value-added hardwood products and improves environmental conditions, meeting the conditions set by the corporation;

(6)
"Facilities" means buildings or structures located in the Commonwealth for housing or utilizing technology-based or environmentally conscious equipment, meeting the conditions set by the corporation;

(7)
"Purchase" means a transaction under which title to an item is transferred for consideration or a lease contract for a period of at least three (3) years regardless of whether title to the item is transferred at the end of such a period;

(8)
"Value-added hardwood products industry" means businesses that compose that segment of the forest products industry that use Kentucky harvested or manufactured hardwoods to manufacture, assemble, process, or produce wood into a finished product. The value-added hardwood products industry does not include the secondary wood products industry as defined in KRS Chapter 154.47-005(10) or primary wood products operations such as logging, sawmilling, chip milling, veneer milling, or pulp milling. Businesses that include both primary or secondary wood products operations and value-added hardwood products operations are deemed to be within the value-added hardwood products industry only in regard to their value-added hardwood products operations;

(9)
"Technology-based equipment" means automated equipment that is utilized for the manufacturing of value-added hardwood products and purchased to improve user productivity, meeting the conditions set by the corporation; and

(10)
"Training" means employer-paid training within Kentucky that is necessary to prepare Kentucky based employees to operate or manage technology based or environmentally conscious equipment within the value-added hardwood products industry, meeting the conditions set by the corporation.

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

(1)
There shall be allowed a credit against the income tax imposed under KRS 141.040 for any taxpayer in an amount equal to one hundred percent (100%) of the cost of technology-based or environmentally conscious equipment, facilities for housing or utilizing this equipment, or training.

(2)
No income tax credit shall be claimed by any taxpayer for any facility or equipment that is in use on the effective date of this Act, or for which a tax credit was previously claimed by any other taxpayer for any other tax year.

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

(1)
The maximum credit permitted in any tax year shall not exceed ten percent (10%) of the credit allowed under Section 2 of this Act. Any unused credit may be carried forward for a maximum of fourteen (14) taxable years after the credit year, subject to the ten percent (10%) limitation as set forth in this subsection.

(2)
The taxpayer shall refund the amount of the income tax credit determined by subsection (3) of this section if:

(a)
Within nine (9) years of the credit year, the equipment, facilities, or training ceases to be utilized in the manner required by Sections 1 to 4 of this Act; or

(b)
Within nine (9) years of the credit year, the Cabinet for Economic Development, the Revenue Cabinet, or the corporation finds that the taxpayer has ceased to qualify for tax credits under Sections 1 to 4 of this Act; or

(c)
Within three (3) years of the credit year, the Cabinet for Economic Development, the Revenue Cabinet, or the corporation finds that the taxpayer has failed to meet the conditions set by the corporation.

(3)
If it is determined that any taxpayer receiving the benefits under Sections 1 to 4 of this Act has failed to comply with the conditions contained in Sections 1 to 4 of this Act, that taxpayer shall be liable for the payment of one-half (1/2) of the income tax credits received relating to the noncompliance. Additionally, the taxpayer shall be liable for the payment of any additional income taxes as may be due after the income tax credits provided for in Section 2 of this Act are disallowed.
(4)
The taxpayer who receives a credit under Section 2 of this Act for the purchase of equipment shall not be entitled to claim any other state or local tax credit on the purchase of the equipment, except the deduction for normal depreciation.

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

(1)
To claim the benefits under Section 2 of this Act, a taxpayer shall:

(a)
Apply for tax incentives as set forth in subchapters 22, 26 or 28 of KRS Chapter 154 and meet approval criteria for the applicable tax incentive program, except that the taxpayer shall not meet the required criteria relating to the number of jobs to be created under the applicable program; and

(b)
Obtain approval from the authority, based on the conditions set forth in Section 2 of this Act.

(2)
The authority shall consult with the corporation for recommendations on applicant approval and shall determine whether the taxpayer is approved to received benefits under Section 2 of this Act. Upon approval, the Authority shall certify to the taxpayer and to the Revenue Cabinet that the taxpayer is engaged in the value-added hardwood products industry and is approved to received benefits under Section 2 of this Act.
(3)
The Cabinet for Economic Development and the corporation shall promulgate any administrative regulations necessary to administer Sections 1 to 4 of this Act. The administrative regulations may include, but are not limited to, conditions for eligibility and approval set by the corporation, and the establishment of technical specifications and requirements for information and documentation from taxpayers seeking a credit under Section 2 of this Act.
(4)
In order to determine eligibility for the credit or to ensure that the facility or equipment is being utilized in the required manner, the Cabinet for Economic Development and the Revenue Cabinet shall have the right to inspect pertinent facilities and records of a taxpayer requesting or receiving a credit under Sections 1 to 4 of this Act.
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