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SUBJECT/TITLE
Creation of economic growth districts

SPONSOR
Representative Steven Riggs

MANDATE SUMMARY

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

X
Charter County
X
Consolidated Local

Program/

Office(s) Impacted:
 General government

Requirement:

Mandatory
X
Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

HB 486 amends various sections of the Kentucky Revised Statutes to change the current state program of enterprise zones, creating instead, "economic growth districts." The measure allows any jurisdiction to apply for designation as an economic growth district. Under the bill, the 10 enterprise zones that existed on December 29, 2003, will become economic growth districts. The bill deletes a current 20-year sunset requirement for enterprise zones. The measure  requires a newly created Economic Growth District Authority of Kentucky to promulgate administrative regulations to require that the sales taxes on equipment, machinery, and building materials, and the motor vehicle usage tax, are paid at the point of sale and refunded from the state after documentation has been provided to the Revenue Cabinet. The bill also has some new fiscal impact data collection and business compliance requirements not evident currently in the enterprise zone program.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 486 on local governments is indeterminable, although the measure will have a direct effect on 10 enterprise zones that existed at the end of 2003. The bill will have an immediate and retroactive impact on the Louisville Metro government and Hickman because zones in those cities expired at the end of 2003. Under the bill, those zones, plus eight others SYMBOL 190 \f "Symbol" two which are set to expire at the end of 2004 SYMBOL 190 \f "Symbol" will be designated at economic growth districts on the effective date of the Act. The General Assembly created the Kentucky Enterprise Zone Program in 1982 in an effort to bring new or renewed development to targeted, economically depressed areas. The state, as well as local governments, offer tax and other incentives to businesses located in the zones.

Many of the bill's changes to the existing Enterprise Zone Program affect state-approved local zones and their participants. The tax changes, compliance requirements and the like described in the Purpose/Mechanics section above affect enterprise zone businesses' relationships with the state.

However, one change has the potential of affecting local governments SYMBOL 190 \f "Symbol" that of allowing any local government to apply to the authority to have an area declared an economic growth district. In that instance, the local government will file an application with the authority, describing the location of the area and providing other information the authority may require. Two or more jurisdictions can seek designation.

There is no way to predict how many local governments will apply for economic growth district designation, should the bill become law. Presumably, should a local government obtain economic growth district designation, some personnel will have to be hired or assigned to run the operation, processing inquiries from businesses and performing other duties needed at the local level. It is not known what it would cost local governments to operate their economic growth districts. Personnel working in some local government enterprise zones at this time divide their time between enterprise zone work and other economic development duties. 

DATA SOURCE(S)
LRC staff; KRS review; officials with the Kentucky Enterprise Zone Authority, and Louisville Metro and Ashland enterprise zones; LRC draft publication, "The Costs, Benefits, and Monitoring of Kentucky's Enterprise Zones;" other published reports
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