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AN ACT relating to sales and use tax.

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

Section 1.   KRS 139.200 is amended to read as follows:

For the privilege of making "retail sales" or "sales at retail," a tax is hereby imposed upon all retailers at the rate of four percent (4%)[six percent (6%)] of the gross receipts of any retailer derived from "retail sales" or "sales at retail" made within this Commonwealth on and after August 1, 1998[July 1, 1990].

Section 2.   KRS 139.230 is amended to read as follows:

The cabinet is authorized to prepare suitable brackets of prices for the collection of the taxes imposed by this chapter in order to eliminate fractions of one cent ($0.01), and so that the aggregate collections of taxes by a retailer, so far as may be practicable, shall be equal to four percent (4%)[six percent (6%)] of gross receipts or sales price, as the case may be.

Section 3.   KRS 139.310 is amended to read as follows:

An excise tax is hereby imposed on the storage, use, or other consumption in this state of tangible personal property purchased on and after August 1, 1998[July 1, 1990], for storage, use, or other consumption in this state at the rate of four percent (4%)[six percent (6%)] of the sales price of the property.

Section 4.   KRS 139.320 is amended to read as follows:

(1)
The use tax of four percent (4%)[six percent (6%)] is hereby levied upon the storage, use, or other consumption in this state of any machines, machinery, tools, or other equipment brought, imported or caused to be brought into this state for use in constructing, building, or repairing any building, highway, street, sidewalk, bridge, culvert, sewer or water system, drainage, or dredging system, electric or steam railway system, reservoir or dam, hydraulic or power plant, transmission line, tower, dock, wharf, excavation, grading, or other improvement or structures, or any part thereof. The owner or, if the property is leased the lessee of any such machine, machinery, tools, or other equipment shall be liable for the tax provided for in this chapter, to be computed as set out below. The useful life of such machines, tools, or other equipment shall be determined by the cabinet in accordance with the depreciable value permitted under KRS Chapter 141 and regulations issued pursuant thereto. Said use tax shall be computed on the basis of such proportion of the original purchase price of such property as the duration of time of use in this state bears to the total useful life. Such tax shall become due immediately upon such property's being brought into this state, and in the absence of satisfactory evidence as to the period of use intended in this state, it shall be presumed that such property will remain in this state for the remainder of its useful life.

(2)
The provisions of this section shall not be applicable with respect to sales of such property within this state or to the use, storage, or consumption of such property when purchased for use in this state, and in such cases the full sales or use tax shall be paid as in all other cases, irrespective of the period of intended use in this state.

(3)
For the purposes of this section, the total useful life of property which is fully depreciated at the time of being brought into this state or becomes fully depreciated while in use in this state shall be extended to include the time of use in this state. In the absence of satisfactory evidence as to the period of use in this state, the tax shall be computed on an annual basis and shall be paid as provided by KRS 139.540.

Section 5.   KRS 139.450 is amended to read as follows:

It shall be presumed that tangible personal property shipped or brought to this state by the purchaser after July 31, 1998[June 30, 1990], was purchased from a retailer on or after August 1, 1998[July 1, 1990], for storage, use, or other consumption in this state.

Section 6.   KRS 68.200 is amended to read as follows:

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

(a)
Motor vehicle means "vehicle" as defined in KRS 186.010(8)(a);

(b)
Retailer means "retailer" as defined in KRS 139.110(1)(a); and

(c)
Gross rental charge means "gross rental charge" as defined in KRS 138.462(4).

(2)
A county containing a city of the first, second, or third class or urban-county government may levy a license fee on the rental of motor vehicles which shall not exceed three percent (3%) of the gross rental charges from rental agreements for periods of thirty (30) days or less. The license fee shall apply to retailers who receive more than seventy-five percent (75%) of their gross revenues generated in the county from gross rental charges. Any license fee levied pursuant to this subsection shall be collected by the retailer from the renters of the motor vehicles.

(3)
Revenues from rental of motor vehicles shall not be included in the gross rental charges on which the license fee is based if:

(a)
The declared gross weight of the motor vehicle exceeds eleven thousand (11,000) pounds; or

(b)
The rental is part of the services provided by a funeral director for a funeral[; or

(c)
The rental is exempted from the state sales and use tax pursuant to KRS 139.470].

(4)
A fiscal court or the legislative body of an urban-county government shall provide for collection of the license fee in the ordinance by which the license fee is levied. The revenues shall be deposited in an account to be known as the motor vehicle license fee account. The revenues may be shared among local governments pursuant to KRS 65.245.

(5)
The county shall use the proceeds of the license fee for economic development activities. It shall distribute semiannually, by June 30 and December 31, all revenues not shared pursuant to KRS 65.245, to one (1) or more of the following entities if it has established, or contracted with, the entity for the purposes of economic development and is satisfied that the entity is promoting satisfactorily the county's economic development activities:

(a)
A riverport authority established by the county pursuant to KRS 65.520; or

(b)
An industrial development authority established by the county pursuant to KRS 154.50-316; or

(c)
A nonprofit corporation as defined in KRS 273.161(3) which has been organized for the purpose of promoting economic development.


The entity shall make a written request for funds from the motor vehicle license fee account by May 31 and November 30, respectively.

Section 7.   KRS 132.200 is amended to read as follows:

All property subject to taxation for state purposes shall also be subject to taxation in the county, city, school, or other taxing district in which it has a taxable situs, except the classes of property described in KRS 132.030 and 132.050, and the following classes of property, which shall be subject to taxation for state purposes only:

(1)
Farm implements and farm machinery owned by or leased to a person actually engaged in farming and used in his farm operation;

(2)
Livestock, ratite birds, and domestic fowl;

(3)
Capital stock of savings and loan associations;

(4)
Machinery and products in course of manufacture, of individuals or corporations actually engaged in manufacturing, and their raw material actually on hand at their plant for the purpose of manufacture. Individuals or corporations actually engaged in the printing, publication, and distribution of a newspaper or operating a job printing plant shall be deemed to be actually engaged in manufacturing;

(5)
Commercial radio, television, and telephonic equipment directly used or associated with electronic equipment which broadcasts electronic signals to an antenna; however, radio or television towers not essential to the production of the wave or signal broadcast shall not be included;

(6)
Unmanufactured agricultural products. They shall be exempt from taxation for state purposes to the extent of the value, or amount, of any unpaid nonrecourse loans thereon granted by the United States government or any agency thereof, and except that cities and counties may each impose an ad valorem tax of not exceeding one and one-half cents ($0.015) on each one hundred dollars ($100) of the fair cash value of all unmanufactured tobacco and not exceeding four and one-half cents ($0.045) on each one hundred dollars ($100) of the fair cash value of all other unmanufactured agricultural products, subject to taxation within their limits that are not actually on hand at the plants of manufacturing concerns for the purpose of manufacture, nor in the hands of the producer or any agent of the producer to whom the products have been conveyed or assigned for the purpose of sale;

(7)
Money in hand, notes, bonds, accounts, and other credits, whether secured by mortgage, pledge, or otherwise, or unsecured, and shares of stock. Nothing in this section shall forbid local taxation of franchises of corporations or of financial institutions, as provided for in KRS 136.575, or domestic life insurance companies;

(8)
All privately-owned leasehold interest in industrial buildings, as defined under KRS 103.200, owned and financed by a tax-exempt governmental unit, or tax-exempt statutory authority under the provisions of KRS Chapter 103, except that the rate shall not apply to the proportion of value of the leasehold interest created through any private financing;

(9)
Property which has been certified as a pollution control facility as defined in KRS 224.01-300;

(10)
Property which has been certified as an alcohol production facility as defined in KRS 247.910;

(11)
On and after January 1, 1977, the assessed value of unmined coal shall be included in the formula contained in KRS 132.590(9) in determining the amount of county appropriation to the office of the property valuation administrator;

(12)
Tangible personal property located in a foreign trade zone as designated under 19 U.S.C. sec. 81;

(13)
Motor vehicles qualifying for permanent registration as historic motor vehicles under the provisions of KRS 186.043. However, nothing herein shall be construed to exempt historical motor vehicles from the usage tax imposed by KRS 138.460 based on the vehicle's fair market value at the time of sale;

(14)
Property which has been certified as a fluidized bed energy production facility as defined in KRS 211.390;

(15)
All motor vehicles held for sale in the inventory of a licensed motor vehicle dealer, which are not currently titled and registered in Kentucky and are held on an assignment pursuant to the provisions of KRS 186A.230;

(16)
Machinery or equipment owned by a business, industry, or organization in order to collect, source separate, compress, bale, shred, or otherwise handle waste materials if the machinery or equipment is primarily used for recycling purposes, including those activities undertaken in which materials that would otherwise become solid waste are collected, separated, or processed in order to be reused or returned to use in the form of raw materials or products[as defined in KRS 139.095]; and

(17)
New farm machinery and other equipment held in the retailer's inventory for sale under a floor plan financing arrangement by a retailer, as defined under KRS 365.800.

Section 8.   KRS 138.358 is amended to read as follows:

(1)
Any special fuels dealer who delivers special fuels, on which the tax imposed by KRS 138.220 has been paid, into a tank having no dispensing outlet and used exclusively to heat a personal residence, shall be entitled to claim a credit against the tax due pursuant to KRS 138.220 equal to the tax paid on the fuel if the dealer obtains from the purchaser and retains in his files a signed and dated statement from the purchaser certifying that the fuel will be used exclusively to heat the personal residence to which it is delivered. No person so certifying shall use the special fuel for any other purpose. Special fuel delivered into a tank having no dispensing outlet and used exclusively to heat a commercial building shall be subject to refund pursuant to KRS 138.351 to 138.355. The Revenue Cabinet may require dealers claiming the credit authorized herein to submit information required by the cabinet to reasonably protect the revenues of the Commonwealth.

(2)
Any special fuels dealer who sells special fuels, on which the tax imposed by KRS 138.220 has been paid, exclusively for the purpose of operating or propelling stationary engines or tractors for agricultural purposes, shall be entitled to claim a credit against the tax due pursuant to KRS 138.220 equal to the tax paid on the fuel if the dealer obtains from the purchaser and retains in his files a signed and dated statement from the purchaser certifying that the fuel will be used exclusively for the purpose of operating or propelling stationary engines or tractors for agricultural purposes. No person so certifying shall use the special fuels for any other purpose. Sales made from a retail filling station do not qualify for the credit. The Revenue Cabinet may require dealers claiming the credit authorized herein to submit information required by the cabinet to reasonably protect the revenues of the Commonwealth.

(3)
Any special fuels dealer who delivers special fuels, on which the tax imposed by KRS 138.220 has been paid, into a nonhighway use storage tank of a resident nonprofit religious, charitable, or educational organization or state or local governmental agency[ which has qualified for exemption from Kentucky sales and use tax pursuant to KRS 139.470(7) or 139.495] shall be entitled to claim a credit against the tax due pursuant to KRS 138.220 equal to the tax paid on the fuel if the dealer obtains from the purchaser and retains in his files a signed and dated statement certifying the purchaser's sales and use tax purchase exemption authorization issued pursuant to KRS Chapter 139. No organization or agency so certifying shall use or allow the use of any nonhighway special fuel so acquired for any purpose other than fueling unlicensed vehicles or equipment for nonhighway purposes. The Revenue Cabinet may require dealers claiming the credit authorized herein to submit information required by the cabinet to reasonably protect the revenues of the Commonwealth.

Section 9.   KRS 139.340 is amended to read as follows:

(1)
[Except as provided in KRS 139.470 and 139.480, ]Every retailer engaged in business in this state and making sales of tangible personal property for storage, use or other consumption in this state, shall, at the time of making the sales, or, if the storage, use or other consumption of the tangible personal property is not then taxable hereunder, at the time the storage, use or other consumption becomes taxable, collect the tax levied under KRS 139.310 from the purchaser and give to the purchaser a receipt therefor in the manner and form prescribed by the cabinet. The taxes collected or required to be collected by the retailer under this section shall be deemed to be held in trust for and on account of the Commonwealth of Kentucky.

(2)
"Retailer engaged in business in this state" as used in this chapter includes any of the following:

(a)
Any retailer maintaining, occupying, or using, permanently or temporarily, directly or indirectly, or through a subsidiary, or agent, by whatever name called, an office, place of distribution, sales or sample room or place, warehouse or storage place, or other place of business. Property owned by a person who has contracted with a printer for printing, which consists of the final printed product, property which becomes a part of the final printed product, or copy from which the printed product is produced, and which is located at the premises of the printer, shall not be deemed to be an office, place of distribution, sales or sample room or place, warehouse or storage place, or other place of business maintained, occupied, or used by the person;

(b)
Any retailer having any representative, agent, salesman, canvasser, or solicitor operating in this state under the authority of the retailer or its subsidiary for the purpose of selling, delivering, or the taking of orders for any tangible personal property. An unrelated printer with which a person has contracted for printing shall not be deemed to be a representative, agent, salesman, canvasser, or solicitor for the person;

(c)
Any retailer soliciting orders for tangible personal property from residents of this state on a continuous, regular, or systematic basis in which the solicitation of the order, placement of the order by the customer or the payment for the order utilizes the services of any financial institution, telecommunication system, radio or television station, cable television service, print media, or other facility or service located in this state;

(d)
Any retailer deriving receipts from the lease or rental of tangible personal property situated in this state; or

(e)
Any retailer soliciting orders for tangible personal property from residents of this state on a continuous, regular, systematic basis if the retailer benefits from an agent operating in this state under the authority of the retailer to repair or service tangible personal property sold by the retailer.

Section 10.   KRS 139.990 is amended to read as follows:

(1)
Any person who executes:

(a)
A resale certificate for property in accordance with KRS 139.270 or 139.410, knowing at the time of purchase that such property is not to be resold by him in the regular course of business, for the purpose of evading the tax imposed under this chapter;

(b)
An exemption certificate for property in accordance with KRS 139.490, knowing at the time of the purchase that he is not engaged in an occupation that would entitle him to exemption status or any person who does not intend to use the property in the prescribed manner; or

(c)
A direct pay authorization for property not in accordance with 103 KAR 31.030;


shall be guilty of a Class B misdemeanor.

(2)
A person who engages in business as a seller in this state without a permit or permits as required by this chapter or after a permit has been suspended, and each officer of any corporation which is so engaged in business, shall be guilty of a Class B misdemeanor.

(3)
Any person who violates any of the provisions of KRS 139.220, 139.370, 139.380, 139.700, or 139.750 shall be guilty of a Class B misdemeanor.

(4)
Any person who violates any of the regulations promulgated by the cabinet under KRS 139.230 shall be guilty of a Class B misdemeanor.

[(5)
Any person, business, or motion picture production company falsifying expenditure reports, applications, or any other statements made in securing the tax credit afforded by KRS 139.5382 to 139.5386 shall be guilty of a Class D felony. Such motion picture production companies shall be denied any tax credit to which they would otherwise be entitled, and shall be prohibited from applying for any future credit afforded by KRS 139.5382 to 139.5386.]
Section 11.   KRS 143A.030 is amended to read as follows:

The taxes imposed in KRS 143A.020 do not apply to fluorspar, lead, zinc, tar sands and barite severed for any purposes or to rock, limestone or gravel used for privately maintained but publicly dedicated roads or limestone when sold or used by the taxpayer for agricultural purposes[ so as to qualify for exemption from sales and use taxes as provided in KRS 139.480].

Section 12.   KRS 154.12-223 is amended to read as follows:

(1)
There is created within the Cabinet for Economic Development the Department of Community Development, which shall be headed by a commissioner appointed by the Governor pursuant to KRS 12.040. The department shall work with each Kentucky county in:

(a)
Determining a long-range plan for economic development which best meets the individual county's needs; and

(b)
Developing cooperative interaction with existing industries and small and minority businesses and assisting export development.

(2)
The Department of Community Development shall include the following divisions, each of which shall be headed by a director appointed by the secretary pursuant to KRS 12.050:

(a)
The Division of Business and Entrepreneurship Development, which shall be responsible for procurement assistance, business information clearinghouse services, and business and technology functions of the cabinet, including, without being limited to:

1.
Providing comprehensive information on all state business licenses and requirements;

2.
Developing and administering a master application and licensure program for grocery stores;

3.
Coordinating and monitoring the various activities being carried out by state agencies that relate to adapting advanced technologies to the workplace; and

4.
Reviewing and analyzing the possibility of establishing research and technology centers in the Commonwealth;

(b)
The Small and Minority Business Division, which shall be responsible for the cabinet's functions relating to small and minority business enterprise, as provided in KRS 154.12-215. The Small Business Advisory Council established by KRS 154.12-218 shall advise the division;

(c)
The Western Kentucky Economic Development Division;

(d)
The Eastern Kentucky Economic Development Division; and

(e)
The Central Kentucky Economic Development Division.

(3)
The following programs and commission shall be attached to the Department of Community Development:

(a)
The Kentucky port and river development program created by KRS 65.510 to 65.530[, KRS 139.483,] and KRS 154.80-100 to 154.80-130;

(b)
The Waterway Marina Development Program established by KRS 154.80-310; and

(c)
The Kentucky Investment Capital Network established by KRS 154.12-2333.

Section 13.   KRS 154.80-100 is amended to read as follows:

The purpose of KRS 65.510 to 65.530,[ KRS 139.483,] this section, and KRS 154.80-110 to 154.80-130 is to create within the Cabinet for Economic Development to aid in the promotion and development of river-related industry, agriculture, and commerce in Kentucky; to aid in the promotion and development of local port authorities as authorized by KRS 65.510 to 65.650; to aid in the promotion and development of industrial districts, parks, and sites for accommodating industrial complexes that utilize the rivers and river-related resources; to analyze, plan, and aid in systematically developing river-related resources by the development of services and facilities; to promote the development of industrial parks and terminal facilities for manufacturing and distribution industries for attracting and serving private and public enterprises that are directly or indirectly river-oriented; to promote the exportation of Kentucky made products in foreign commerce, especially as related to the utilization of the navigable waterways; and to establish the powers necessary or appropriate to carry out and effectuate the purposes of KRS 65.510 to 65.530,[ KRS 139.483,] this section, and KRS 154.80-110 to 154.80-130.

Section 14.   KRS 154.80-110 is amended to read as follows:

(1)
The cabinet may make application to the proper federal authorities for the establishment of a foreign trade zone wherever and whenever such a zone is desirable. KRS 65.510 to 65.530,[ KRS 139.483,] KRS 154.80-100, and KRS 154.80-110 to 154.80-130 will constitute legislative authority and approval of such applications, as required by federal law.

(2)
Nothing contained in this section shall be construed to prohibit any corporation organized under KRS Chapters 271B and 273 from being organized and chartered for the purposes of establishing, operating, and maintaining a foreign trade zone within this state pursuant to KRS 271B.18-060.

(3)
As used in this section, "foreign trade zone" means such a zone authorized by 19 U.S.C. sec. 81.

Section 15.   KRS 154.80-120 is amended to read as follows:

The cabinet may enter into any and all contracts in its own name for planning, engineering, promotion, and development, consistent with the purposes of KRS 65.510 to 65.530,[ 139.483,] 154.80-100, and 154.80-110 to 154.80-130, and may enter into contracts for these purposes with any local port authority authorized by KRS 65.510 to 65.650 or any other public or private organization.

Section 16.   KRS 154.80-130 is amended to read as follows:

The cabinet may disburse any and all funds appropriated by the Legislature for purposes consistent with KRS 65.510 to 65.530,[ 139.483,] 154.80-100, and 154.80-110 to 154.80-130, any funds received from any state agency, and may apply for, receive, and disburse funds from the federal government, or any other public or private organization or agency for carrying out the purposes of KRS 65.510 to 65.530,[ 139.483,] 154.80-100, and 154.80-110 to 154.80-130.

Section 17.   The following KRS sections are repealed:

139.095   "Recycling purposes."

139.125   Procurement, processing or distribution of blood or human tissue deemed service and not sale.

139.170   "Machinery for new and expanded industry" -- Definitions for "processing production;" "repair, replacement, or spare parts;" and "recycled materials."

139.470   Exempt transactions.

139.480   Property exempt.

139.482   Historical sites.

139.483   Exemption of vessels and maritime supplies.

139.484   Exemption of moneys paid for lease or rental of films by commercial motion picture theaters.

139.486   Definition of "industrial machinery".

139.487   Exemption of industrial machinery.

139.488   Determination of presumption of out-of-state sale, use, storage or consumption.

139.495   Application of taxes to resident nonprofit institutions.

139.496   Exemption of certain sales.

139.531   Application of taxes to horse industry.

139.5313   Application of taxes to mortuary industry.

139.532   Applicability of sales or use tax to gross receipts from various sources.

139.538   Legislative purpose.

139.5381   Definitions for KRS 139.5382 to 139.5386 and 139.990(5).

139.5382   Requirements for eligibility to receive refund.

139.5383   Refund of sales and use tax paid for purchases made in connection with filming or production of motion picture.

139.5384   Duty of Revenue Cabinet -- Duty of secretary of Finance and Administration Cabinet.

139.5385   Repayment of tax credit by motion picture production company.

139.5386   Audit -- Separate accounting records -- Regulations.

Section 18.   The provisions of this Act shall be effective for taxable periods beginning after July 31, 1998.
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