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MEASURE'S PURPOSE:  

HB 600 defines "smart growth and smart growth principles," "capital project," and "state agency"; establishes requirements for state agencies to consider in relation to the smart growth and smart growth principles; establishes requirements for the state planning committee which are related to smart growth and smart growth principles and allow the committee to meet, appoint subcommittees, apply for and receive funding, contract with entities to carry out its functions, and define member reimbursement; creates the state planning assistance office and establishes the duties of the office; and establishes state planning committee duties and sets up requirements for any capital project subject to the provisions of KRS 45.151 that is in excess of $2 million, except for projects located within an area covered by a local comprehensive plan.

This bill provides three tax credits. One credit is made available for expenses incurred to rehabilitate structures on the National Register of Historic Places or in historic districts. The expenses must exceed $20,000 and the credits are limited to 20% of expenses incurred on structures or 30% on owner-occupied residential property. The maximum credit that may be claimed for owner-occupied residential property is $60,000 and $20,000 for all other structures. The credit may be applied to the individual income tax, corporate income tax, corporate license tax, public service corporation property tax, or the bank franchise tax and the credits may be sold or transferred. There is a penalty equal to 100% of the tax credit for any disqualifying work performed on the structure. The Director of the Kentucky Heritage Council is allowed to charge a fee for processing the tax credit applications. The Director of the Kentucky Heritage Council may use local governments to initially approve and recommend tax credit applications. The Kentucky Heritage Council and the Revenue Cabinet are also authorized to promulgate regulations to implement the provisions of the tax credit.

The second tax credit is available for qualified construction expenses for a certified home in a historic district. The certified home must also meet historic infill design guidelines as promulgated by the Kentucky Heritage Council. The structure must exist on a property where no structure has existed for 24 months or the previous structure was not of significant historic value. The credit is limited to 10% of expenses incurred and the maximum credit that may be claimed is $20,000. The credit may be applied to the individual income tax, corporate income tax, corporate license tax, public service corporation property tax, or the bank franchise tax and the credits may be sold or transferred. There is a penalty equal to 100% of the tax credit for any disqualifying work performed on the structure. The Director of the Kentucky Heritage Council is allowed to charge a fee for processing the tax credit applications. The Director of the Kentucky Heritage Council may use local governments to initially approve and recommend tax credit applications. The Kentucky Heritage Council and the Revenue Cabinet are also authorized to promulgate regulations to implement the provisions of the tax credit.

The third tax credit is available for awards given to the Neighborhood Redevelopment Housing Award Program. Buyers of approved property in a depressed area are eligible for awards from the Neighborhood Redevelopment Housing Award Program equal to 10% of the appraised value of the renovated property. The credit may be applied to the individual income tax or corporate income tax and the amount of credit is equal to the amount of approved awards. The maximum amount of awards that may be approved each year is $2 million. 

PROVISION/MECHANICS: 

HB 600 creates a new section of KRS Chapter 147 to define "smart growth and smart growth principles," "capital project," and "state agency"; creates a new section of KRS Chapter 147 to require that all state agencies to promote, assist, and pursue the rehabilitation and revitalization of infrastructure, structures, sites and previously developed areas that are still suitable for reuse; seek to minimize unnecessary loss or depletion of environmental quality and agricultural, historic, and natural resources in the siting and funding decisions, as well as make finding of consistency of decisions to the state planning committee regarding siting and funding of state development; creates a new section of KRS Chapter 147 to require the state planning committee to provide support, advice, and recommendations to the executive cabinet and to conduct an initial review of state policies, programs, and infrastructure and capital improvement plans that relate to local land use in consideration of smart growth; to conduct ongoing reviews of state capital projects regarding compatibility with comprehensive plans and impact on stated resources; to allow the state planning committee to meet, appoint subcommittees, apply for and receive moneys from varied sources, contract with entities to carry out its functions, and define member reimbursement, as well as allowing committee to perform other functions and require committee to report yearly to Governor; creates a new section of KRS Chapter 147 to establish a state planning assistance office; allow the director of office to employ assistants, and provide staff services to the state planning committee; allow the director to call upon ex officio members of the state planning committee for staff assistance; require the state planning assistance office to encourage, promote, and support the development of county-wide planning, including regional coordination; maintain an inventory of planning units and their respective plans; develop a one-stop resource site and referral service for communities, developers, engineers, policy makers, and citizens to give easier access to state assistance; provide local governments and local planning units technical assistance with land use ordinances, plans, and agreements; create and convene smart growth best practices for public facilities and schools; develop and execute public smart growth education; promote training and continuing education opportunities in smart growth principles for those involved in planning; creates a new section of KRS Chapter 147 to require that any capital project subject to the provisions of KRS 45.151 that is in excess of $2 million, except for projects located within an area covered by a local comprehensive plan, shall be commenced without prior approval of the state planning committee; provide that projects covered by a comprehensive plan shall be subject to the requirements of the plan and approval of the local planning authority, unless the state planning committee determines in writing that there is an overriding state interest for the location of the project and provide that in that instance, that the decision of the state planning committee is final and not subject to further review; provide that during the planning stage of all other projects subject to the committee's review that the state agency proposing the project shall submit a report to the committee explaining the project, the determination of the location of the project, and the extent of infrastructure located in the project area, or the reasons for choosing an area devoid of infrastructure, require projects to be located, to the extent feasible, in a manner that takes advantage of existing infrastructure, preserves open spaces, agricultural resources, and historic or environmentally sensitive areas and provides accessibility through many means as well as requiring the design to be compatible with the local environment; require the state planning committee to review all proposed state projects that require the development of 50 or more acres of farmland of statewide agricultural importance, defined under KRS 246.065 to a nonfarm use, and set parameters for review; require a state agency to submit a report to the committee detailing the project, the agricultural impact, the location of the land, and the necessity for the land, including the rejection of alternatives; require that all affected state projects be located to interfere minimally with the productivity of agricultural lands to the extent feasible; allow the committee chair to appoint two ad hoc members to the committee from the local area of the proposed project; require, if the committee conducts a review, the committee to notify the public by newspaper of that fact, to receive comments, and conduct a public hearing if requested by a member of the community, and specify that that meeting not be an adjudicative hearing under the provisions of KRS Chapter 13B; require the committee to file report with the Governor's Cabinet, and permit the cabinet to require the state agency to alter the project, if necessary, to conform to the local comprehensive plan, if any, or to conform to smart growth principles; create a new section of KRS Chapter 171 to define terms related to the tax credits for expenses incurred to rehabilitate structures in historic districts and for construction expenses for a certified home in a historic district; create a new section of KRS Chapter 171 to provide the tax credits and provide for their administration; create a new section of KRS Chapter 99A to define terms related to the tax credit for renovating properties in depressed areas; create a new section of KRS Chapter 136 to provide for a tax credit for awards made to the Neighborhood Redevelopment Housing Award Program; and amend KRS 141.0205 to provide to order in which the credits are to be taken.

FISCAL EXPLANATION:  

Sections 3 and 4 allow members of the state planning committee to be reimbursed for actual and necessary expenses incurred in the performance of their duties; establishes a state planning assistance office attached to the Office of the Secretary in the Office of the Governor for the purpose of providing staff services for and advise the state planning committee in carrying out its functions and duties; requires the office to be headed by a director appointed by the Secretary of the Cabinet, assistants and other personnel that the director deems necessary to carry out and perform the functions vested in the office and the state planning committee; and prescribes other duties of the office relating to the state planning committee and the smart growth initiative.

The actual fiscal impact of HB 600, as it relates to the state planning committee (Section 3) and the state planning assistance office attached to the Office of the Secretary in the Governor’s Office (Section 4) is indeterminable, due to the inability to estimate expenses that members would be reimbursed for travel; how many meetings would be held; or how many members would attend each meeting and request reimbursement.  These costs are estimated to be approximately $100 per meeting for each member for travel reimbursement.  

The cost to establish a state planning assistance office with a director, assistants, and other staff, deemed necessary by the director, to carryout the functions of the office is indeterminable.  It is unknown how many staff will be hired; their salaries/wages/benefits; or the related operating costs that would include one-time start-up expenses (furniture, fixtures, and equipment) and recurring operating expenses such as utilities/office space/supplies, etc.  The initial start-up cost per office for furniture, fixtures, and equipment is estimated to be approximately $12,000 per office.  Personnel, related and recurring operating costs for a director, an executive secretary, and 2 principal assistants would be significant.  However, the approximate annual salary ranges for one Division Director, one Executive Secretary and two Administrative Assistants, based on the Commonwealth of Kentucky Class Specification schedule, is as follows:

Division Director

$40,000 to $53,600.12 annually

Principal Assistant
$18,900 to $25,000 annually/per assistant

Executive Secretary, II
$20,800 to $27,500 annually

The total minimum cost assuming entry-level salaries, excluding benefits, would be approximately $103,900, including a 5% probationary increment in the FY 2002-03, and approximately $137,600 in the FY 2003-04, including an assumed 2.7% annual increment.

The total cost, assuming maximum salary range, excluding benefits, would be approximately $137,600, including a 5% probationary increment in the first year, and approximately $141,300 in the second year, including an assumed 2.7% annual increment.

Section 5 requires that no capital project, subject to the provisions of KRS 45.151 with a total appropriated capital budget in excess of $2 million, except for projects to be located in an area covered by a local comprehensive plan, shall be commenced without prior review by the state planning committee.  The provisions of KRS 45.151 involve all capital construction projects or capital outlays for the improvement of land or the construction, alteration, reconstruction, or major repair of any building or other structure, or sewage disposal or water supply system, or any bridge or road except those under the jurisdiction of the Department of Highways.  The reviews, hearings, and any resulting alterations to the project that are required by the Governor’s Cabinet would have an indeterminable impact on the funding for these projects.

The fiscal impact of the historic rehabilitation and construction tax credits is indeterminable. There would clearly be some loss of general fund revenues, however, it is unknown how many taxpayers will be eligible for the credits, or how much they would expend on rehabilitation or construction expenses. These two tax credits do not have a maximum amount that can be awarded per year. 

The maximum fiscal impact for the credit for awards for buyers of depressed property in an approved area is a $2 million revenue loss per year, since the awards are capped at $2 million per year.
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