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SUBJECT/TITLE
An Act relating to Enterprise Zone Program.

SPONSOR
Representative Ruth Ann Palumbo

NOTE SUMMARY

Fiscal Analysis:
          X     Impact
               No Impact
         Indeterminable Impact

Level(s) of Impact:
           X       State
                       Local
               Federal

Budget Unit(s) Impact


Fund(s) Impact:
        X      General
         X       Road
               Federal


                     Restricted Agency (Type)
               (Other)

FISCAL SUMMARY

______________________________________________________________________________

Fiscal Estimates
2002-2003
2003-2004
2004-2005
Future Annual

Rate of Change

Revenues (+/-)

G.F. ($5.2) plus

R.F.($0.4)........


G.F. ($30) plus

R.F. ($4.3) 


Expenditures (+/-)





Net Effect

G.F. ($5.2) plus

R.F.($0.4)........


G.F. ($30) plus

R.F. ($4.3) 


_______________________________________________________________________________

MEASURE'S PURPOSE:  


Extend the life of the current zones by 10 years.


Eliminate the motor vehicle usage tax exemption for non-commercial vehicles.


Require that the sales tax exemption for building materials only applies to qualified businesses.


Expand the qualifications for the targeted workforce requirements.


Provide for zone expansions to previously qualified businesses for competitive reasons.

PROVISION/MECHANICS:  

HB 438 amends KRS 154-45.010 to require companies that do not hire from the targeted workforce to provide skills upgrade training and include workers who reside within an adjoining county containing an enterprise zone in the definition of "targeted workforce".  Amends KRS 154-45-030 to restrict zone expansions to previously qualified businesses that require the expansion for competitive reasons.  Amends KRS 154.45-040 to add that the requirements regarding population census tracts may be calculated between 1990 and 2000.  Amends KRS 154.45-050 to extend the program for ten years.  Amends KRS 154-45-090 to remove the provision for a motor vehicle usage tax exemption for non-commercial vehicles.  Repeals KRS 154.45-100.

FISCAL EXPLANATION:  

Under current law the Louisville and Hickman enterprise zones expire December 31, 2003 followed by the expiration of Ashland and Covington enterprise zone, expiration December 31, 2004.

The consensus forecasting group's official General Fund and Road Fund revenue estimates for FY 03-04 were adjusted to include an additional $5.2 million in General Fund revenues and an additional $0.5 million in Road Fund revenues to reflect the expiration of these zones.  In addition, the consensus forecasting group estimated the impact in FY 04-05 to be $30.0 million in General Fund revenues and $5.2 million in Road Fund revenues to include a full year impact of the expiration of the Louisville and Hickman zones and to account for the expiration of Ashland and Covington zones December 31, 2004.

The elimination of the motor vehicle usage tax exemption for non-commercial vehicles, and the requirement that the sales tax exemption for materials only applies to qualified businesses would reduce the negative impact of the proposed legislation.

The areas within the enterprise zones are primarily industrial.  Major employers in the Hickman zone include SGL Carbon Corp., Bermag Inc., Hickman Pipe and Tube, and Insteel Wire Products. Major employers in the Louisville zone include Stride Rite, Brown Forman Distillers Corporation, UPS, Paramount Foods, and Ford Motor Company.  The usage tax on non-commercial vehicles accounts for approximately 17% of the tax exemption or about $0.1 million of the $0.5 million additional revenues estimated for the Road Fund by the consensus forecasting group for FY 03-04.

It is not known what impact that the expansion of the hiring requirements to include workers who reside in an adjoining county containing an enterprise zone in the definition of "targeted workforce" or the provision to provide skills upgrade training in lieu of the requirement that 25% of the new employees be from the "targeted workforce" will have on revenues.  In addition, it is not known what impact the provision allowing for expansion of the zone for competitive reasons to accommodate a qualified business would have on revenues.  However these provisions will result in additional loss of revenues.


FY 03-04

Loss of revenues from the official estimates as a result of extension of sunset provision in current law
G.F. ($5.2)
R.F. ($0.5)

Gain from restrictions in provisions
Unknown
R.F.   $0.1

Loss from expansion of provisions
Unknown
Unknown

Total
G.F.  ($5.2) plus
R.F.  ($0.4)

There is no official revenue estimate for FY 04-05 since this is outside of the budget period for this biennium.  However, the consensus forecasting group estimated the impact in FY 04-05 to be $30.0 million in General Fund revenues and $5.2 million in Road Fund revenues to include a full year impact of the expiration of the Louisville and Hickman zones and to account for the expiration of Ashland and Covington zones December 31, 2004.


FY 04-05

Loss of revenues from the official estimates as a result of extension of sunset provision in current law
G.F. ($30.0)
R.F. ($5.2)

Gain from restrictions in provisions
Unknown
R.F.   $0.9

Loss from expansion of provisions
Unknown
Unknown

Total
G.F.($30.0) plus
R.F.  ($4.3)
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