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SUBJECT/TITLE
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MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban County Government

Program/

Office(s) Impacted:
 Enterprise zones

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing
 
Adds New

Eliminates Existing

PURPOSE/MECHANICS

HB 409 lengthens to 30 years the time that enterprise zones can exist, but changes some of the requirements related to the zones. The bill removes retail businesses from the definitions of existing and new business, alters some criteria related to training of employees in qualified businesses, allows residents who live in a county adjacent to a zone to be considered part of a targeted workforce, allows local governments to apply to amend zone boundaries for competitive reasons to accommodate a qualified business, specifies that tax credits for building materials are allowed only to qualified businesses, and deletes the motor vehicle usage tax credit for non-commercial vehicles.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 409 on local government is indeterminable. Ten Kentucky cities and the state will be impacted to some degree by the measure.

A total of 10 enterprise zones exist in the state under the Kentucky Enterprise Zone Program, created in 1982 as a way to revitalize economically depressed areas. The original premise of the program was that by offering tax and other incentives affecting economically disadvantaged areas, businesses would increase investment, resulting in greater employment and higher income for people living in the zones. Enterprise zones are currently designated for 20 years; HB 409 extends the life of the ten existing enterprise zones to 30 years, but limits the life of any zones created after the effective date of the Act to ten years, or December 30, 2017, whichever is earlier. The measure will have an immediate effect on zones in Hickman and Louisville which are due to expire in 2003. Zones in eight other cities are set to expire in 2004-2007. 

Many of the bill's changes to the Enterprise Zone Program affect state-approved local zones and their participants, and do not impact the 10 local governments per se. For example, the bill removes "retail" from the list of qualifying zone businesses. It limits the tax credits for building materials to property owned by, leased or rented to qualified businesses, and deletes the motor vehicle usage tax credit for non-commercial vehicles. Section 3 of the bill alters the circumstances under which a local government can apply to the state Enterprise Zone Authority to amend existing zone boundaries. This could affect the 10 local governments that have zones, but only when those governments seek such a zone amendment.

While specific provisions in the measure will have a minimal impact on local governments, an overall favorable effect could be realized in instances where it is found that zones benefit the local economies. Thus, lengthening the life of the zones would have a positive effect.
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