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AN ACT relating to tax increment financing.

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

Section 1.   KRS 65.680 is amended to read as follows:

As used in KRS 65.680 to 65.699:

(1)
"Activation date" means the date established in the grant contract at any time in a two (2) year period after the date of approval of the grant contract by the economic development authority or the tourism development authority, as appropriate. The economic development authority or tourism development authority, as appropriate, may extend this two (2) year period to no more than four (4) years upon written application of the agency requesting the extension. To implement the activation date, the agency who is a party to the grant contract shall notify the economic development authority or the tourism development authority, as appropriate, the Revenue Cabinet, and other taxing districts that are parties to the grant contract when the implementation of the increment authorized in the grant contract shall occur;

(2)
"Agency" means an urban renewal and community development agency established under KRS Chapter 99; a development authority established under KRS Chapter 99; a nonprofit corporation established under KRS Chapter 58; an air board established under KRS 183.132 to 183.160; a local industrial development authority established under KRS 154.50-301 to 154.50-346; a riverport authority established under KRS 65.510 to 65.650;[ or] a designated department, division, or office of a city or county; a housing authority established under KRS Chapter 80; or a community redevelopment authority established under Section 6 of this Act;
(3)
"Assessment" means the job development assessment fee authorized by KRS 65.6851, which the governing body may elect to impose throughout the development area;

(4)
"Brownfield site" means real property, the expansion, redevelopment, or reuse of which may be complicated by the presence or potential presence of a hazardous substance, pollutant, or contaminant;

(5)
“City” means any city, consolidated local government, or urban-county;

(6)
"Commencement date" means the date a development area is established, as provided in the ordinance creating the development area;

(7)
"Commonwealth" means the Commonwealth of Kentucky;

(8)
"Community redevelopment authority " means an authority created pursuant to Section 6 of this Act;
(9)
“County” means any county, consolidated local government, or charter county;

(10)[(9)]
"CPI" means the nonseasonally adjusted Consumer Price Index for all urban consumers, all items (base year computed for 1982 to 1984 equals one hundred (100)), published by the United States Department of Labor, Bureau of Labor Statistics;

(11)[(10)]
"Debt charges" means the principal, including any mandatory sinking fund deposits, interest, and any redemption premium, payable on increment bonds as the payments come due and are payable and any charges related to the payment of the foregoing;

(12)[(11)]
“Development area” means a contiguous geographic area, which may be within one (1) or more cities or counties, defined and created for economic development purposes by an ordinance of a city or county in which one (1) or more projects are proposed to be located, except that for any development area for which increments are to include revenues from the Commonwealth, the contiguous geographic area shall satisfy the requirements of KRS 65.6971 or 65.6972;

(13)[(12)]
"Economic development authority" means the Kentucky Economic Development Finance Authority as created in KRS 154.20-010;

(14)[(13)]
"Enterprise Zone" means an area designated by the Enterprise Zone Authority of Kentucky to be eligible for the benefits of KRS 154.45-010 to 154.45-110;

(15)[(14)]
“Governing body” means the body possessing legislative authority in a city or county;

(16)[(15)]
"Grant contract" means:

(a)
That agreement with respect to a development area established under KRS 65.686 or Section 4 of this Act, by and among an agency and one (1) or more taxing districts other than the Commonwealth, by which a taxing district permits the payment to an agency of an amount equal to a portion of increments other than revenues from the Commonwealth received by it in return for the benefits accruing to the taxing district by reason of one (1) or more projects in a development area; or

(b)
That agreement, including with respect to a development area satisfying the requirements of KRS 65.6971 or 65.6972, a master agreement and addenda to the master agreement, by and among an agency, one (1) or more taxing districts, and the economic development authority or the tourism development authority, as appropriate, by which a taxing district permits the payment to an agency of an amount equal to a portion of increments received by it in return for the benefits accruing to the taxing district by reason of one (1) or more projects in a development area;

(17)[(16)]
"Increment bonds" means bonds and notes issued for the purpose of paying the costs of one (1) or more projects in a development area, the payment of which is secured solely by a pledge of increments or by a pledge of increments and other sources of payment that are otherwise permitted by law to be pledged or used as a source of payment of the bonds or notes;

(18)[(17)]
"Increments" means the amount of revenues received by any taxing district, determined by subtracting the amount of old revenues from the amount of new revenues in the calendar year with respect to a development area and for which the taxing district or districts and the agency have agreed upon under the terms of a grant contract;

(19)[(18)]
"Infrastructure development" means the acquisition of real estate within a development area meeting the requirements of KRS 65.6971 and the construction or improvement, within a development area meeting the requirements of KRS 65.6971, of roads and facilities necessary or desirable for improvements of the real estate, including surveys; site tests and inspections; environmental remediation; subsurface site work; excavation; removal of structures, roadways, cemeteries, and other underground and surface obstructions; filling, grading, and provision of drainage, storm water retention, installation of utilities such as water, sewer, sewage treatment, gas, and electricity, communications, and similar facilities; and utility extensions to the boundaries of the development area meeting the requirements of KRS 65.6971;

(20)[(19)]
"Issuer" means a city, county, or an agency issuing increment bonds;

(21)
"Low income household" means a household in which gross income is no more than two hundred percent (200%) of the poverty guidelines updated periodically in the Federal Register by the United States Department of Health and Human Services under the authority of 42 U.S.C. sec. 9902(2);

(22)[(20)]
"New revenues" means the amount of revenues received with respect to a development area in any calendar year after the activation date for a development area:

(a)
Established under KRS 65.686 or Section 4 of this Act, the ad valorem taxes other than the school and fire district portions of the ad valorem taxes received from real property generated from the development area and properties sold within the development area, and occupational license fees not otherwise used as a credit against an assessment, and all or a portion of assessments as determined by the governing body; or

(b)
Satisfying the requirements of KRS 65.6971, the ad valorem taxes other than the school and fire district portions of the ad valorem taxes received from real property generated from the development area and properties sold within the development area; or

(c)
Satisfying the requirements of KRS 65.6972, the ad valorem taxes, other than the school and fire district portions of the ad valorem taxes, received from real property, Kentucky individual income tax, Kentucky sales and use taxes, local insurance premium taxes, occupational license fees, or other such state taxes as may be determined by the Revenue Cabinet to be applicable to the project and specified in the grant contract, generated from the primary project entity within the development area minus relocation revenue;

(23)[(21)]
"Old revenues" means the amount of revenues received with respect to a development area:

(a)
Established under KRS 65.686 or Section 4 of this Act, in the last calendar year prior to the commencement date for the development area, revenues which constitute ad valorem taxes other than the school and fire district portions of ad valorem taxes received from real property in the development area and occupational license fees generated from the development area; or

(b)
Satisfying the requirements of KRS 65.6971, in the last calendar year prior to the commencement date for the development area, revenues which constitute ad valorem taxes other than the school and fire district portions of ad valorem taxes received from real property in the development area; or

(c)
Satisfying the requirements of KRS 65.6972, in the period of no longer than three (3) calendar years prior to the commencement date, the average as determined by the Revenue Cabinet to be a fair representation of revenues derived from ad valorem taxes, other than the school and fire district portions of ad valorem taxes, from real property in the development area, and Kentucky individual income tax, Kentucky sales and use taxes, local insurance premium taxes, occupational license fees, and other such state taxes as may be determined by the Revenue Cabinet as specified in the grant contract generated from the development area. With respect to this paragraph, if the development area was within an active enterprise zone for the period used by the Revenue Cabinet for measuring old revenues, then the calculation of old revenues shall include the amounts of ad valorem taxes, other than the school and fire district portions of ad valorem taxes, that would have been generated from real property, Kentucky individual income tax, Kentucky sales and use taxes, local insurance premium taxes, occupational license fees, and other such state taxes as may be determined by the Revenue Cabinet as specified in the grant contract, were the development area not within an active enterprise zone. With respect to this paragraph, if the primary project entity generated old revenue prior to the commencement date in the development area or revenues were derived from the development area prior to the commencement date of the development area, then revenues shall increase each calendar year by the percentage increase of the consumer price index, if any;

(24)[(22)]
"Outstanding" means increment bonds that have been issued, delivered, and paid for, except any of the following:

(a)
Increment bonds canceled upon surrender, exchange, or transfer, or upon payment or redemption;

(b)
Increment bonds in replacement of which or in exchange for which other bonds have been issued; or

(c)
Increment bonds for the payment, or redemption or purchase for cancellation prior to maturity, of which sufficient moneys or investments, in accordance with the ordinance or other proceedings or any applicable law, by mandatory sinking fund redemption requirements, or otherwise, have been deposited, and credited in a sinking fund or with a trustee or paying or escrow agent, whether at or prior to their maturity or redemption, and, in the case of increment bonds to be redeemed prior to their stated maturity, notice of redemption has been given or satisfactory arrangements have been made for giving notice of that redemption, or waiver of that notice by or on behalf of the affected bond holders has been filed with the issuer or its agent;

(25)[(23)]
"Primary project entity" means the entity responsible for control, ownership, and operation of the project within a development area satisfying the requirements of KRS 65.6972 which generates the greatest amount of new revenues or, in the case of a proposed development area satisfying the requirements of KRS 65.6972, is expected to generate the greatest amount of new revenues;

(26)[(24)]
"Project" means, for purposes of a development area:

(a)
Established under KRS 65.686 or Section 4 of this Act, any property, asset, or improvement certified by the governing body, which certification is conclusive as:

1.
Being for a public purpose;

2.
Being for the development of facilities for residential, commercial, industrial, public, recreational, or other uses, or for open space, or any combination thereof, which is determined by the governing body establishing the development areas as contributing to economic development;

3.
Being in or related to a development area; and

4.
Having an estimated life or period of usefulness of one (1) year or more, including but not limited to real estate, buildings, personal property, equipment, furnishings, and site improvements and reconstruction, rehabilitation, renovation, installation, improvement, enlargement, and extension of property, assets, or improvements so certified as having an estimated life or period of usefulness of one (1) year or more;

(b)
Satisfying the requirements of KRS 65.6971; an economic development project defined under KRS 154.22-010, 154.24-010, or 154.28-010; or a tourism attraction project defined under KRS 148.851; or

(c)
Satisfying the requirements of KRS 65.6972, the development of facilities for:

1.
The transportation of goods or persons by air, ground, water, or rail;

2.
The transmission or utilization of information through fiber-optic cable or other advanced means;

3.
Commercial, industrial, recreational, tourism attraction, or educational uses; or

4.
Any combination thereof;

(27)
"Redevelopment assistance tool" means one (1) or more of the following:

(a)
Technical assistance programs to provide information and guidance to existing, new, and potential businesses and residences in the community redevelopment area;

(b)
Programs to market and promote the community redevelopment area and attract new businesses and residents there;

(c)
Grant and loan programs to encourage the rehabilitation of residential and nonresidential buildings, improve the appearance of building facades and signage, and stimulate business start-ups and expansions within the community redevelopment area;

(d)
Programs to obtain a reduced interest rate, down payment, or other improved terms for loans made by private, for-profit, or not-for-profit lenders to encourage the rehabilitation of residential and nonresidential buildings, improve the appearance of building facades and signage, and stimulate business start-ups and expansions within the redevelopment area;

(e)
Local capital improvements within the redevelopment area, including but not limited to the installation, construction, or reconstruction of streets, lighting, pedestrian amenities, public utilities, public transportation facilities, public parking, parks, playgrounds, recreational facilities, and public buildings and facilities;

(f)
Improved or increased provision of public services within the redevelopment area, including but not limited to police or security patrols, garbage collection, and street cleaning;

(g)
Provision of technical, financial, or other assistance in connection with:

1.
Applications to the Natural Resources and Environmental Protection Cabinet for a brownfields assessment or a "No Further Remediation Letter" issued pursuant to KRS 224.01-450; or

2.
Site remediation by means of the Voluntary Environmental Remediation Program to remove environmental contamination in the redevelopment area, or lots or parcels within it, pursuant to KRS 224.01-510 to 224.01-532; and

(h)
Direct development by the local government or the community redevelopment authority of real property acquired by the local government or the community redevelopment authority in a development area. Direct development may include one (1) or more of the following:

1.
Assembly and replatting of lots or parcels;

2.
Rehabilitation of existing structures and improvements;

3.
Demolition of structures and improvements and construction of new structures and improvements;

4.
Programs of temporary or permanent relocation assistance for businesses and residents; and

5.
The sale, lease, donation, or other permanent or temporary transfer of real property to public agencies, persons, and entities both for-profit and not-for-profit;

(28)[(25)]
"Relocation revenue" means the ad valorem taxes, other than the school and fire district portions of ad valorem taxes, from real property, Kentucky individual income tax, Kentucky sales and use taxes, local insurance premium taxes, occupational license fees, and other such state taxes as specified in the grant contract, received by a taxing district attributable to that portion of the existing operations of the primary project entity located in the Commonwealth and relocating to the development area satisfying the requirements of KRS 65.6972;

(29)
"Service payment agreement" means an agreement between a city, county, or issuer and any person providing for a guaranty of increments or the payment of the principal or interest, or any portion thereof, on increment bonds or other obligations incurred by the city, county, or issuer to pay the cost of a project by the person entering into the service payment agreement;
(30)[(26)]
"Special fund" means a special fund created in accordance with KRS 65.688 into which increments are to be deposited;

(31)[(27)]
"Taxing district" means a city, county, or other taxing district that encompasses all or part of a development area, or the Commonwealth, but does not mean a school district or fire district;

(32)[(28)]
"Termination date" means the date on which a development area shall cease to exist, which for purposes of a development area:

(a)
Established under KRS 65.686 or Section 4 of this Act, shall be for a period of no longer than twenty (20) years from the commencement date and set forth in the grant contract. Increment bonds shall not mature on a date beyond the termination date established by this paragraph; or

(b)
Satisfying the requirements of KRS 65.6971, shall be for a period of no longer than twenty (20) years from the commencement date and set forth in the grant contract constituting a master agreement, except that for an addendum added to the master agreement for each project in the development area, the termination date may be extended to no longer than twenty (20) years from the date of each addendum; or

(c)
Satisfying the requirements of KRS 65.6972, shall be for a period of no longer than twenty (20) years from the activation date of the grant contract. Increment bonds shall not mature on a date beyond the termination date established by this subsection;

(33)[(29)]
"Tourism development authority" means the Tourism Development Finance Authority as created in KRS 148.850; and

(34)[(30)]
"Project costs" mean the total private and public capital costs of a project.

Section 2.   KRS 65.682 is amended to read as follows:

The General Assembly finds and declares that economic development created by the development of projects to support economic revitalization and improvement in a development area which results in the increase in the value of property located in a development area or results in increased employment opportunities within or around a development area serves a public purpose; and that the authority prescribed by KRS 65.680 to 65.699 and the purposes to be accomplished thereunder, are proper governmental and public purposes for which public moneys may be expended; and that the creation or expansion of development areas is of paramount importance mandating that the provisions of KRS 65.680 to 65.699 be liberally construed and applied in order to advance public purposes. A city or county creating or expanding a development area shall, to the greatest extent it determines to be feasible in carrying out the provisions of KRS 65.680 to 65.699, afford maximum opportunity for the rehabilitation, development, or redevelopment of a development area by private enterprise.
Section 3.   KRS 65.6851 is amended to read as follows:

For any development area for which increments do not include revenues from the Commonwealth:

(1)
Any governing body establishing a development area may impose an assessment on each person employed in the development area, as a condition of employment, whose job was newly created as a result of a project, and as determined by the policies and procedures established by the governing body, subject to the conditions in subsection (6) of this section, and who is subject to the state tax imposed by KRS 141.020. A job shall not be deemed to be newly created under this section if it occurs due to the relocation of jobs from another location within the Commonwealth.

(2)
Subject to KRS 65.6853, the total assessment levied by all the governing bodies within the development area shall not exceed an amount equal to two percent (2%) of the gross wages of the employee.

(3)
Each person so assessed shall be entitled to credits against local occupational license fees, if a local occupational license fee is then in existence and not otherwise totally used as a credit against assessments imposed under Subchapter 23, 24, or 26 of KRS Chapter 154, equal to the assessment withheld from wages during the calendar year so long as the amount does not exceed the amount of the assessment itself.

(4)
Subsequent to the establishment of a development area by one (1) governing body, no other governing body may levy an assessment in any portion of the development area that would cause the total assessment in any portion of the development area to exceed two percent (2%) of the gross wages of the employee, subject to KRS 65.6853. If more than one (1) governing body jointly establishes a development area, the governing bodies that establish the development area shall agree upon the amount of the assessment and the manner by which the assessment is to be prorated among the governing bodies establishing the development area.

(5)
Any assessment of employees in connection with their employment at a project levied under this section shall permanently lapse on the date:

(a)
Any bonds issued in connection with acquiring or developing the infrastructure of a development area, in accordance with KRS 65.680 to 65.699, are retired; or

(b)
Any loans or other financing incurred in connection with the establishment of a development area mature or are prepaid in full.

(6)
For the purposes of this section:

(a)
The development area shall be a:

1.
Previously undeveloped tract of land; or

2.
Development area for community redevelopment established pursuant to Section 4 of this Act.
(b)
No more than five hundred (500) acres may be approved in any twelve (12) month period in any county; and

(c)
Acceptable developments shall be limited to projects as defined in KRS 65.680.

(7)
Any agency that has established a development area under KRS 65.680 to 65.699 prior to July 15, 2002, unless otherwise approved by the agency, shall continue to operate under the provisions of KRS 65.680 to 65.699 as determined by the policies and procedures established by the agency prior to July 15, 2002.

SECTION 4.   A NEW SECTION OF KRS 65.680 TO 65.699 IS CREATED TO READ AS FOLLOWS:

(1)
Any city or county participating in a planning unit pursuant to KRS Chapter 100 may establish a development area for community development pursuant to KRS 65.686 to encourage reinvestment in and redevelopment and reuse of areas of the city or county that have been determined by the governing body of the city or county to have two (2) or more of the following conditions:

(a)
Substantial loss of retail, office, or industrial activity, use, or employment;

(b)
Forty percent (40%) or more of the households are low income households as defined in Section 1 of this Act;

(c)
More than fifty percent (50%) of residential or nonresidential structures are deteriorating or deteriorated;

(d)
Abandonment of residential or nonresidential structures;

(e)
Environmentally contaminated land;

(f)
Deterioration in public improvements such as streets, street lighting, curbs, gutters, sidewalks, and parks and recreational facilities; or

(g)
Any combination of factors that substantially impairs or arrests the sound growth and economic development of the city or county, impedes the provision of adequate housing, impedes the development of commercial or industrial property, or adversely affects the public health, safety, or general welfare due to the development area's present condition and use.

(2)
A development area for community redevelopment shall not be established unless the city or county has first adopted a redevelopment plan. The plan shall include the following:

(a)
A map showing the boundaries of the proposed development area and the existing uses and conditions of real property in the area;

(b)
A map showing proposed improvements and uses therein;

(c)
A detailed description of the redevelopment assistance tools that will be employed in the redevelopment area and the manner and location in which they will be employed;

(d)
A detailed financial plan containing reasonable projections of the cost of the redevelopment assistance tools to be employed, sources of funding for these costs, and the projected time when monetary obligations will be incurred;

(e)
An economic study containing a projection of the fiscal effects of the project on the tax base of the city or county;

(f)
Proposed changes of any zoning ordinance, comprehensive plan, master plan, map, building code, or ordinance required to implement the redevelopment plan; and

(g)
Certification of review by the planning commission for compliance with the comprehensive plan of the planning unit pursuant to KRS Chapter 100.

(3)
Prior to adoption of a redevelopment plan, the city or county shall hold a public hearing pursuant to KRS 65.686 to hear comments from the public regarding the plan. The city or county shall advertise the hearing by causing to be published in accordance with KRS 424.130 notice of the time, place, and purpose of the hearing and a general description of the boundaries of the proposed development area. The notice shall include a summary of the redevelopment assistance tools proposed to be employed in the development area and a statement that a copy of the plan is available for inspection at the business office of the city or county.

(4)
(a)
Prior to publication of a hearing notice pursuant to subsection (3) of this section:
1.
A copy of a redevelopment plan proposed by a city shall be filed by the city with the county fiscal court; or
2.
A copy of a redevelopment plan proposed by a county shall be filed by the county with the city clerk of each city included within the boundaries of the proposed development area.
(b)
The city or county shall determine and notify the entity proposing the redevelopment plan in writing, within thirty (30) days after the public hearing, whether it will participate in the plan, unless a greater period of time is agreed to by the executive authority of the entity proposing the redevelopment plan. The city or county may assume the answer is negative if no response is received within thirty (30) days. At the end of the time period prescribed by this section, a city or county may adopt an ordinance establishing a development area for community redevelopment.

(5)
An ordinance establishing a development area for community redevelopment shall, in addition to the requirements of KRS 65.686(1)(b), include the following provisions:

(a)
A finding that the conditions in the development area meet the criteria described in subsection (1) of this section;

(b)
A finding supporting the need to employ redevelopment assistance tools in the redevelopment area;

(c)
A provision adopting the redevelopment plan;

(d)
A finding that the aggregate value of taxable property of the development area does not exceed ten percent (10%) of the total value of taxable property within its jurisdiction;

(e)
A requirement that any nongovernmental entity that receives financial assistance, whether a grant, loan, or loan guarantee, under the development area ordinance shall make reasonable periodic accounting to the governing body; and

(f)
A provision for periodic analysis and review by the city or county of the development activity in the development area and progress in meeting the stated goals of the development area.

(6)
An ordinance establishing a development area for community redevelopment may designate an existing public agency, or may create a community redevelopment authority pursuant to Section 6 of this Act, to oversee and administer implementation of a redevelopment area ordinance or a portion thereof.

(7)
Real estate located within a development area for community redevelopment shall not be eligible for participation in a program granting property assessment or reassessment moratoriums pursuant to KRS 99.600.

SECTION 5.   A NEW SECTION OF KRS 65.680 TO 65.699 IS CREATED TO READ AS FOLLOWS:

(1)
For purposes of assisting city and county governments in the administration of KRS 65.680 to 65.699, each planning commission established pursuant to KRS Chapter 100 shall submit to the city and county governments within its jurisdiction, no later than one (1) year after the effective date of this Act, a determination that:

(a)
No area exists within the jurisdiction meeting the criteria of a development area for community redevelopment as set forth in Section 4 of this Act; or

(b)
An area or areas meeting the criteria for designation of a community redevelopment area exist within the city or county. A determination that candidates for designation as a community redevelopment area exist within the jurisdiction shall be accompanied by a summary of appropriate redevelopment assistance tools available for use in the area as defined by Section 1 of this Act.

(2)
A determination by a planning commission pursuant to subsection (1) of this section shall have no binding effect upon a city or a county.

SECTION 6.   A NEW SECTION OF KRS 65.680 TO 65.699 IS CREATED TO READ AS FOLLOWS:

(1)
A city or county by an act of its governing body may establish a nonprofit community redevelopment authority to be composed of not less than six (6) and not more than eight (8) members to oversee and administer the implementation of a redevelopment area ordinance pursuant to Section 4 of this Act.

(2)
The authority shall be a body politic and corporate with the usual corporate attributes and in its corporate name may sue and be sued, contract and be contracted with, and do all things reasonable or necessary to effectively carry out the duties prescribed by Section 4 of this Act.

(3)
The members of the authority shall be appointed as follows:

(a)
If the authority is established by a city, the members shall be appointed by the mayor of the city;

(b)
If the authority is established by a county, the members shall be appointed by the county judge/executive;

(c)
If the authority is established as a joint city-county community redevelopment authority, one-half (1/2) of the members shall be appointed by the mayor and one-half (1/2) of the members shall be appointed by the county judge/executive. If the authority is composed of seven (7) members, the mayor and the county judge/executive shall jointly appoint the seventh (7th) member;

(d)
If a combination of cities and counties establishes a joint community redevelopment authority, or if an established joint community redevelopment authority is altered by adding a new city or county as a participating member, the mayors or county judges/executive involved shall:

1.
Jointly choose the members and jointly choose successors; or

2.
Choose the members and successors in a manner established by an agreement entered into between the legislative bodies of the affected cities and counties.

(4)
Members of the authority shall serve for a term of four (4) years each, or until their successor is appointed and qualified. If the authority is composed of six (6) members, initial appointments shall be made so that two (2) members are appointed for two (2) years, two (2) members are appointed for three (3) years, and two (2) members are appointed for four (4) years. If the authority is composed of seven (7) members, initial appointments shall be made so that two (2) members are appointed for two (2) years, two (2) members are appointed for three (3) years, and three (3) members are appointed for four (4) years. If the authority is composed of eight (8) members, initial appointments shall be made so that two (2) members are appointed for two (2) years, three (3) members are appointed for three (3) years, and three (3) members are appointed for four (4) years. Upon expiration of these staggered terms, each successor shall be appointed for a term of four (4) years.

(5)
A member of the authority may be replaced by the appointing authority upon a showing to the appointing authority of misconduct as an authority member, incapacity, willful neglect of duty, or upon conviction of a felony.

(6)
A quorum for the transacting of business of the authority shall consist of a majority of the members. Meetings of the authority may be called by the chairman or by a majority of the members. In the case of a tie vote by the authority, the issue shall be deemed to have failed passage.

(7)
The authority shall, upon the appointment of its members, organize and elect officers. The authority shall choose a chairman and vice chairman who shall serve for terms of one (1) year, or until their successors are chosen. The authority may fix a salary for the secretary-treasurer, and the secretary-treasurer shall execute an official bond to be set and approved by the authority, the cost of which shall be paid by the authority. All members of the authority shall serve without compensation, but may be reimbursed for any actual and necessary expenses incurred by them in the conduct of the affairs of the authority.

(8)
The chairman of any planning commission within the jurisdiction of a city or county participating in the development area for a community redevelopment shall serve as a nonvoting member of the community redevelopment authority.

(9)
The authority may employ necessary counsel, agents, and employees to carry out its work and functions and prescribe such rules and regulations as it deems necessary.

(10)
The secretary-treasurer shall keep the minutes of all meetings of the authority and shall also keep a set of books showing the receipts and expenditures of the authority. He or she shall preserve on file duplicate vouchers for all expenditures and shall present to the authority, upon request, complete reports of all financial transactions and the financial condition of the authority. The books and vouchers shall at all times be subject to examination by the legislative body or bodies by which the authority was created. He shall transmit at least once annually a detailed report of all acts of the authority to the legislative body or bodies by which the authority was created.

SECTION 7.   A NEW SECTION OF KRS 65.680 TO 65.699 IS CREATED TO READ AS FOLLOWS:

If the proceeds of increment bonds or other obligations are used by a city, county, or issuer to pay the costs of a project in a development area, a city, county, or issuer may enter into a service payment agreement for payment of the principal and interest, or any portion thereof, by the person entering into the service payment agreement. The service payment agreement may provide that the city, county, or issuer shall have a lien on property described in the service payment agreement equal to an amount due under the service payment agreement, and if so provided, the service payment agreement may further provide that the lien shall have priority over any other lien regardless of order of recording, except a lien for taxes under KRS 134.420. The lien imposed by this section shall not be valid and enforceable until evidence of the lien has been recorded in the office of the county clerk. The lien shall commence upon the issuance of the increment bonds or other obligations and shall continue for so long as the increment bonds or other obligations, or any increment bonds or obligations issued to refund the increment bonds, or other obligations, remain outstanding.
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