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AN ACT relating to the Enterprise Zone Program.

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

Section 1.   KRS 154.45-001 is amended to read as follows:

The General Assembly hereby finds and declares that the Enterprise Zone Program is important to industries investing and expanding within Kentucky. It is further recognized by the General Assembly that the Enterprise Zone Program is a key component in Kentucky's business retention efforts and it desires to retain the principal economic incentives that have allowed Enterprise Zones and the Enterprise Zone Program to be a positive force for industrial and commercial development, retention, and expansion in the Commonwealth of Kentucky. The purpose of the program is to help strengthen the long-term viability of companies investing and expanding in Kentucky, and it is the intent of the General Assembly to achieve this purpose by adhering to the goal of maintaining the current Enterprise Zones and the Enterprise Zone Program benefits for qualified businesses and, at the same time, to reduce the likelihood of abuse of program benefits[purpose of the Enterprise Zone Program is to revitalize economically depressed areas of the state. It is the intent of the General Assembly to achieve this purpose by adhering to the following goals:

(1)
Improve the quality of life of individuals that reside within an enterprise zone by providing employment opportunities, job training, and neighborhood improvement programs;

(2)
Encourage economic activity by assisting and maintaining existing business within an enterprise zone;

(3)
Encourage economic activity by stimulating the influx of new business within an enterprise zone; and

(4)
Eliminate blighted and deteriorated areas within an enterprise zone that feature chronic abandonment or demolition of residential or commercial structures or property].

Section 2.   KRS 154.45-010 is amended to read as follows:

As used in KRS 154.45-020 to 154.45-110, unless the context otherwise requires:

(1)
"Authority" means the Enterprise Zone Authority of Kentucky;

(2)
"Employee" means a person who works twenty (20) hours or more per week and is employed by a business located in an enterprise zone and includes a qualified seasonal employee. For purposes of determining whether a qualified business maintains the percentage of targeted workforce employees required by subsection (8) of this section for the entire time it is certified as a qualified business, a qualified seasonal employee shall be deemed to be employed for the entire calendar year;

(3)
"Enterprise zone" means an area designated by the authority to be eligible for the benefits of KRS 154.45-020 to 154.45-110;

(4)
"Establishment" means a single physical location where business is conducted or where services or industrial operations are performed;

(5)
"Existing business" means a person, corporation, or other entity engaged in the active conduct of a trade or business at a location within the enterprise zone prior to the effective date of this Act[date the authority designated the area as an enterprise zone];

(6)
"Local government" means a city, county, urban-county government, or charter county government;

(7)
"New business" means a person, corporation, or other entity who was not engaged in the active conduct of a trade or business in the enterprise zone prior to the effective date of this Act[date the authority designated the area as an enterprise zone,] and who becomes engaged in the active conduct of a trade or business within the enterprise zone after the date the authority designated the area as an enterprise zone;

(8)
"Qualified business" means an existing business or new business that has been certified by the authority to have at least fifty percent (50%) of its employees performing substantially all of their services within an enterprise zone and meeting one (1) of the following criteria:

(a)
With a new business employing at least twenty-five percent (25%) of the business's employees from the targeted workforce; or

(b)
With an existing business creating new activity within the enterprise zone of not less than a twenty percent (20%) increase in the number of employees or by a twenty percent (20%) increase in capital investment within eighteen (18) months from the date of application for certification as a qualified business. Businesses that are certified based upon an increase in employees shall employ at least twenty-five percent (25%) of the new employees from the targeted workforce or shall annually conduct for all full-time employees at least one (1) skill upgrade training per year;

(9)
"Qualified employee" means an employee of a qualified business;

(10)
"Qualified seasonal employee" means a seasonal employee employed by a seasonal business for at least sixty (60) days during the calendar year;

(11)
"Seasonal business" means a business with respect to which seasonal employees constitute at least eighty percent (80%) of the total number of employees of the business during the calendar year. For purposes of this definition, a person shall be treated as an employee only if the person is employed by the business for at least sixty (60) days during the calendar year;

(12)
"Seasonal employee" means a person who is employed by a qualified business during certain seasons or during part of the calendar year; and

(13)
"Targeted workforce" means Kentucky residents:

(a)
Who reside within a county containing an enterprise zone;[ or]
(b)
Who reside within a county adjoining a county containing an enterprise zone; or

(c)
Who have been unemployed for at least ninety (90) days or who have received public assistance benefits, based on need and intended to alleviate poverty, for at least ninety (90) days prior to employment with a qualified business.


[(c)
]For the purpose of this subsection, "Kentucky resident" means a person who has resided in the Commonwealth for at least ninety (90) days.

Section 3.   KRS 154.45-030 is amended to read as follows:

(1)
A local government may make written application to the authority for purposes of amending the boundaries of an existing enterprise zone if a previously qualified business within the enterprise zone requires the enterprise zone expansion for competitive reasons to accommodate the qualified business. A boundary change to an existing enterprise zone shall not become effective until after written approval has been granted by the authority.

(2)
A local government applying to the authority for an amendment to the boundaries of an existing enterprise zone shall certify in writing the following information:

(a)
The proposed area for amendment is contiguous to the existing zone;

(b)
The proposed area for amendment is necessary to accommodate expansion of a previously qualified business[independently meets the requirements established by KRS 154.45-040]; and

(c)
A statement documenting the reasons the local government is seeking to amend the boundaries of its existing enterprise zone. A detailed map showing original boundary lines and proposed boundary line changes shall be attached to the application.

(3)
Prior to granting approval for amending the boundaries of an existing enterprise zone, the authority shall verify and document in writing the following:

(a)
How amending the boundaries of the existing zone will comply with the goals established pursuant to KRS 154.45-001;

(b)
The local government's commitment and incentives to be offered to support the expanded enterprise zone;

(c)
If two (2) or more local governments are involved, that each local government has met the requirements of KRS 154.45-020;

(d)
The local government's attempt to utilize available buildings and properties within the existing zone;[ and]
(e)
The qualified business expansion project requires the enterprise zone expansion; and

(f)
Unforeseen circumstances or overriding economic factors that have occurred since the designation of the original zone that necessitate amending the boundaries of the existing zone.

(4)
Notwithstanding any other provision in this section, an existing enterprise zone shall not be expanded beyond the boundaries of the zone as it existed on the effective date of this Act until seventy five percent (75%) of the geographical area located in the enterprise zone that is zoned for manufacturing, industrial, commercial, or retail use has been developed for such uses.

Section 4.   KRS 154.45-040 is amended to read as follows:

(1)
Any area of a local government not previously designated as an enterprise zone may be designated an enterprise zone that:

(a)
Has a continuous boundary, and

(b)
Is an area of pervasive poverty, unemployment, and economic distress.

(2)
An area meets the requirements of subsection (1)(b) of this section if:

(a)
The average rate of unemployment in the area for the most recent eighteen (18) month period for which data is available was at least one and one-half (1-1/2) times the average national rate of unemployment for that eighteen (18) month period; and

(b)
At least seventy percent (70%) of the residents living in the area have incomes below eighty percent (80%) of the median income of the residents of the local government requesting designation of an enterprise zone; or

(c)
The population of all census tracts in the area decreased by ten percent (10%) or more between 1980 and 1990, or between 1990 and 2000, and the local government requesting designation establishes in writing, to the satisfaction of the authority, that either:

1.
Chronic abandonment or demolition of commercial or residential structures exist in the area, or

2.
Substantial tax arrearages of commercial or residential structures exist in the area.

SECTION 5.   A NEW SECTION OF SUBCHAPTER 45 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

Notwithstanding the provisions of KRS 154.45-050, no enterprise zone designation shall expire before July 1, 2004.
Section 6.   KRS 154.45-090 is amended to read as follows:

(1)
A new business, or an existing business certified on the basis of employee expansion, shall be eligible to receive the tax advantages provided for in this section if the qualified business maintains the percentage of targeted workforce employees required by KRS 154.45-010(7) for the entire time it is certified as a qualified business in the Enterprise Zone Program.

(2)
Building materials used in remodeling, rehabilitation, or new construction of property owned by, leased or rented to any qualified business within an enterprise zone shall be exempt from sales and use taxes provided for in KRS Chapter 139.

(3)
New and used equipment and machinery purchased and used by a qualified business within an enterprise zone shall be exempt from sales and use taxes provided for in KRS Chapter 139. Equipment and machinery may be moved in and out of an enterprise zone for business purposes only. In addition, it may not become a permanent fixture at another location and may be only temporarily located elsewhere for maintenance, mechanical failure, or emergency short term replacement.

(4)
Commercial vehicles as defined in KRS 186.050, purchased and used by a qualified business solely for business purposes, shall be exempt from the motor vehicle usage tax imposed by KRS 138.460.

(5)[
Motor vehicles not considered commercial vehicles pursuant to KRS 186.050, purchased and used by a qualified business solely for business purposes, shall be exempt from the motor vehicle usage tax limited to the first twenty thousand dollars ($20,000) of the "retail price" of the vehicle as defined in KRS 138.450.

(6)]
Motor vehicles or motor trucks purchased by a qualified business for the purpose of being leased to a customer for a period greater than ninety (90) days shall not be exempt from the motor vehicle usage taxes provided for in KRS 138.460.

(6)[(7)]
A qualified business shall be allowed a credit against the tax levied pursuant to KRS 141.040 equal to ten percent (10%) of wages paid to each employee who has been unemployed for at least ninety (90) days or who has received public assistance benefits, based on need and intended to alleviate poverty, for at least ninety (90) days prior to employment with the qualified business, up to fifteen hundred dollars ($1,500) per employee. Any unused credit may be carried forward for up to five (5) years.

(7)
(a)
Every qualified business that utilizes any of the tax advantages provided by this section during any fiscal quarter shall, on or before the twentieth day of the month following that fiscal quarter, file a report with the local zone administrator and the Economic Development Cabinet in such form as the Economic Development Cabinet may prescribe.

(b)
The report shall include, at a minimum, the following information for the immediately preceding quarter:

1.
The total investment made by the qualified business in the enterprise zone;

2.
Total expenditures made by the qualified business in the areas listed in subsections (2) to (6) of this section;

3.
The total amount of tax exemption claimed, by type of tax exemption;

4.
The number of employees employed by the qualified business on the first and last day of the quarter; and

5.
Total wages paid to all employees working within the enterprise zone and average wage per employee.

(c)
The report shall be signed by the person required to submit the report or a duly authorized agent.
(8)
A local government may, by an act of the local legislative body, levy an ad valorem tax rate of one-tenth of one cent ($.001) upon each one hundred dollars ($100) of value on qualified property within an enterprise zone regardless of the rates provided for in KRS Chapter 132.

Section 7.   The following KRS section is repealed:

154.45-100   Neighborhood enterprise association corporations -- Establishment -- Certification -- Land owned by state and local governments to be leased to corporation -- Tax exemption.

Section 8.   This Act takes effect only if specific language is included in House Bill 269 of the 2003 Regular Session of the General Assembly authorizing the continuation of the enterprise zone program as set forth in Subchapter 45 of KRS Chapter 154; otherwise this Act is void.
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