Introduced Version

SENATE BILL No. 337

DIGEST OF INTRODUCED BILL

Citations Affected: 1C 6-3.1-13-26; IC 6-3.1-22.

Synopsis. Tax credit for new machinery. Authorizes the economic
development for a growing economy board to award an income tax
credit for the purchase of new manufacturing machinery and equipment
that fostersjob retention in Indiana. Authorizesthe board to determine
theamount of the credit, which may be expressed asapercentage of the
purchase price of the new machinery. Providesthat the duration of the
credit may not exceed ten years. Authorizes the board to increase the
amount of the credit for machinery instaled in a city having a
population over 50,000, certain economically distressed counties, or a
city, county, or town experiencing the closing or downsizing of amajor
employer. Requiresataxpayer awarded atax credit to agreetomaintain
operations at the project location for at |east two times the number of
years as the term of the tax credit.

Effective: January 1, 2001.

Simpson

January 10, 2000, read first time and referred to Committee on Finance.
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Introduced

Second Regular Session 111th General Assembly (2000)

PRINTING CODE. Amendments: Whenever an existing statute (or a section of the Indiana
Constitution) isbeing amended, thetext of the existing provision will appear in thisstyletype,
additions will appear in this style type, and deletions will appear in thts styte type:

Additions: Whenever a new statutory provision is being enacted (or a new constitutional
provision adopted), the text of the new provision will appear in this style type. Also, the
word NEW will appear inthat styletypein theintroductory clause of each SECTION that adds
anew provision to the Indiana Code or the Indiana Constitution.

Conflict reconciliation: Text in astatutein thisstyletype or thtsstyte type reconciles conflicts
between statutes enacted by the 1999 General Assembly.

SENATE BILL No. 337

A BILL FOR AN ACT to amend the Indiana Code concerning
taxation.

Be it enacted by the General Assembly of the Sate of Indiana:

SECTION 1. IC 6-3.1-13-26 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JANUARY 1, 2001]: Sec. 26. (@) The
economic development for a growing economy fund is established to
be used exclusively for the purposes of this chapter and I C 6-3.1-22,
including paying for the costs of administering this chapter and
IC 6-3.1-22. The fund shall be administered by the department of
commerce.

(b) The fund consists of collected fees, appropriations from the
general assembly, and gifts and grants to the fund.

(c) The treasurer of state shall invest the money in the fund not
currently needed to meet the obligations of the fund in the same
manner as other public funds may be invested. Interest that accrues
from these investments shall be deposited in the fund.

(d) The money in the fund at the end of a state fiscal year does not
revert to the state general fund but remains in the fund to be used
exclusively for the purposes of this chapter and IC 6-3.1-22.
Expendituresfrom the fund are subject to appropriation by the general

2000 IN 337—LS 7014/DI 92+



QWO ~NOOULAWNEPE

LLLwwwwwﬁwwwwmmmmmmmmmml—\|—\|—\|—\|—\|—\|—\|—\|—\|—\
NP, OOWNO O WNPFPOOONODOITPR,WNRPOOONOOOUOURNAWDNPE

2

assembly and approval by the budget agency.

SECTION 2. IC 6-3.1-22 IS ADDED TO THE INDIANA CODE
AS A NEW CHAPTER TO READ AS FOLLOWS [EFFECTIVE
JANUARY 1, 2001]:

Chapter 22. New Manufacturing Machinery and Equipment
Tax Credit

Sec. 1. As used in this chapter, "board" means the economic
development for a growing economy board established by
IC 6-3.1-13-12.

Sec. 2. Asused in thischapter, " director" meansthedirector of
the department of commer ce.

Sec. 3. Asused in this chapter, " distressed area" means.

(1) a city that has a population of at least fifty thousand
(50,000); or
(2) acounty that meetsat least two (2) of thefollowing criteria
of economic distress:
(A) Thecounty'saveragerateof unemployment duringthe
most recent five (5) year period for which dataisavailable
isequal toat least onehundr ed twenty-fiveper cent (125%)
of theaveragerate of unemployment for the United States
for the same period.
(B) The county's per capita income is equal to or below
eighty percent (80%) of the median county per capita
income of the United States as determined by the most
recently available figures from the United States Census
Bureau.
(C) At least twenty percent (20%) of thecounty'sresidents
haveatotal incomefor themost recent censusyear that is
below the federal income poverty level.

Sec. 4. As used in this chapter, "€ligible area” means a
distressed area, alabor surplusarea, or asituational distressarea.

Sec. 5. Asused in this chapter, " federal income poverty level"
means the nonfarm income official poverty line as determined
annually by the federal Office of Management and Budget.

Sec. 6. Asused in thischapter, " labor surplusarea’” meansan
area designated as a labor surplus area by the United States
Department of Labor.

Sec. 7. Asused in thischapter, " manufacturing machinery and
equipment” means engines, machinery, tools, and implements of
every kind used or designed to be used, in refining and
manufacturing.

Sec. 8. Asused in thischapter, " new manufacturing machinery
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and equipment” means manufacturing machinery and equipment
for which theoriginal usein Indiana beginswith the taxpayer.

Sec. 9. Asused in thischapter, " pass through entity" means:

(1) a corporation that is exempt from the adjusted gross
incometax under 1C 6-3-2-2.8(2); or
(2) a partner ship.

Sec. 10. Asused in thischapter, " purchase" hasthemeaning set
forth in Section 179(d)(2) of the Internal Revenue Code.

Sec. 11. As used in this chapter, " situational distress area"
means a county, city, or town that has experienced or is
experiencingaclosing or downsizing of amajor employer that will
adver sely affect the county'sor municipal cor poration’'seconomy.

Sec. 12. As used in this chapter, " state tax liability" means a
taxpayer'stotal tax liability that isincurred under:

(D) IC 6-2.1 (the grossincome tax);

(2) IC 6-3-1through I C 6-3-7 (theadj usted gr ossincometax);

(3) IC 6-3-8 (the supplemental net income tax);

(4) 1C 27-1-18-2 (theinsurance premiumstax); and

(5) IC 6-5.5 (thefinancial institutions tax);
as computed after the application of the credits that under
IC 6-3.1-1-2 are to be applied before the credit provided by this
chapter.

Sec. 13. As used in this chapter, "taxpayer” means a person,
corporation, partnership, or other entity that has any state tax
liability.

Sec. 14. Asused in thischapter, " unit" meansa county, city, or
town.

Sec. 15. A unit experiencing a closing or downsizing of a major
employer may petition the board to be designated as a situational
distressareafor aperiod not to exceed thirty-six (36) months. The
petition must includewritten documentation that demonstratesall
of thefollowing adver se effects of the closing or downsizing on the
local economy:

(1) The number of jobslost by the closing or downsizing.

(2) The impact that the job loss has on the unit's
unemployment rate as measured by the department of
wor kfor ce development.

(3) The annual payroll associated with the job loss.

(4) Theamount of stateand local taxesassociated with thejob
loss.

(5) The impact that the closing or downsizing has on the
supplierslocated in the county or municipal corporation.
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Sec. 16. Subject to the conditions set forth in this chapter, a
taxpayer isentitled to a credit against any state tax liability that
may beimposed on thetaxpayer for ataxableyear beginning after
December 31, 2000, if the taxpayer is awarded a credit by the
board under this chapter for that taxable year.

Sec. 17. (a) The board may make credit awards under this
chapter tofoster job retention in Indiana.

(b) Thecredit shall beclaimed for thetaxableyearsspecified in
thetaxpayer'stax credit agreement.

Sec. 18. A person that pur chasesnew manufacturing machinery
and equipment toretain jobsin I ndiana may apply totheboard to
enter into an agreement for a tax credit under this chapter. The
director shall prescribetheform of the application.

Sec. 19. After receipt of an application, theboard may enter into
an agreement with the applicant for a credit under thischapter if
the board determinesthat all the following conditions exist:

(1) The applicant's project will retain jobsin Indiana.

(2) The political subdivisions affected by the project have
committed significant local incentives with respect to the
proj ect.

(3) Receivingthetax credit isamajor factor intheapplicant's
decision to go forward with the project and not receiving the
tax credit will result in the applicant not retaining jobs in
Indiana.

(4) Awarding the tax credit will result in an overall positive
fiscal impact to the state, as certified by the budget agency
using the best available data.

Sec. 20. (a) In determining the credit amount that should be
awarded, the board shall take into consideration the following
factors:

(1) The economy of the county where the purchase of new
manufacturing machinery and equipment isto occur.

(2) The potential impact on the economy of Indiana.

(3) Theincremental payroll attributable to the purchase.

(4) The capital investment attributableto the purchase.

(5) The amount the average wage paid by the applicant
exceedstheaverage wage paid within the county in which the
project will belocated.

(6) Thecoststolndianaand theaffected political subdivisions
with respect to the project.

(7) The financial assistance that is otherwise provided by
Indiana and the affected political subdivisions.
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(b) The board may increase the amount of the credit awarded
under this chapter for the purchase of new manufacturing
machinery and equipment that isinstalled in an €eligible ar ea.

Sec. 21. Theboard shall deter minethe amount and duration of
atax credit awarded under thischapter. Theduration of thecredit
may not exceed ten (10) taxableyears. Thecredit may bestated as
a percentage of the purchase price of the new manufacturing
machinery and equipment and may include a fixed dollar
limitation. However, the credit amount claimed for ataxable year
may not exceed the taxpayer's state tax liability for the taxable
year.

Sec. 22. The board shall enter into an agreement with an
applicant that is awarded a credit under this chapter. The
agreement must include all of the following:

() A detailed description of the purchase of new
manufacturing machinery and equipment that isthe subject
of the agreement.

(2) Theduration of thetax credit and thefir st taxableyear for
which the credit may be claimed.

(3) The credit amount that will be allowed for each taxable
year.

(4) A requirement that thetaxpayer shall maintain operations
at theproject location for at least two (2) timesthe number of
yearsastheterm of the tax credit.

(5) A requirement that the taxpayer shall provide written
notification tothedirector and theboar d not morethan thirty
(30) daysafter thetaxpayer makesor receivesaproposal that
would transfer thetaxpayer'sstatetax liability obligationsto
a successor taxpayer .

(6) Any other performance conditions that the board
determines are appropriate.

Sec. 23. A taxpayer claiming a credit under this chapter shall
submit to the department of staterevenuea copy of thedirector's
certificate of verification under this chapter for the taxable year.
However, failure to submit a copy of the certificate does not
invalidate a claim for a credit.

Sec. 24. (a) If a passthrough entity does not have stateincome
tax liability against which the tax credit may be applied, a
shareholder or partner of the pass through entity is entitled to a
tax credit equal to:

(1) the tax credit determined for the passthrough entity for
thetaxable year; multiplied by
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(2) the percentage of the pass through entity's distributive
income to which the shareholder or partner isentitled.

(b) Thecredit provided under subsection (a) isin addition to a
tax credit to which a shareholder or partner of a pass through
entity isotherwiseentitled under a separ ate agreement under this
chapter. A passthrough entity and a shar eholder or partner of the
passthrough entity may not claim morethan one (1) credit under
the same agreement.

Sec. 25. If the director determines that a taxpayer who has
received a credit under this chapter is not complying with the
requirements of the tax credit agreement or all the provisions of
this chapter, the director shall, after giving the taxpayer an
opportunity to explain the noncompliance, notify the department
of commer ceof thenoncomplianceand request an assessment. The
director shall state the amount of the assessment, which may not
exceed the sum of any previously allowed credits under this
chapter. After receiving a notice, the department of commerce
shall make an assessment against the taxpayer under |C 6-8.1 for
the amount stated in thedirector's notice.

Sec. 26. The department of commer ce may adopt rules under
IC 4-22-2 necessary to implement this chapter. The rules may
provide for recipients of tax credits under this chapter to be
charged fees to cover administrative costs of the tax credit
program. Fees collected shall be deposited in the economic
development for a growing economy fund established by
IC 6-3.1-13-26.

SECTION 3. [EFFECTIVE JANUARY 1, 2001] IC 6-3.1-22, as
added by this act, applies to taxable years beginning after
December 31, 2000.
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