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MANDATE SUMMARY

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

	
	X
	Charter County
	X
	Consolidated Local
	
	


Program/

	Office(s) Impacted:
	 Planning and Zoning


	Requirement:
	X
	Mandatory
	X
	Optional


Effect on

	Powers & Duties
	X
	Modifies Existing
	X
	Adds New
	
	Eliminates Existing


PURPOSE/MECHANICS  

HB 349 creates new sections of KRS Chapter 65 for the public purpose of improving economic activity through the use of tax increment financing. It establishes two new local programs and it limits the existing increment financing program under KRS 65.490 to 65.499 and KRS 65.680 to 65.699 to development areas that have been established and agreements that have been executed prior to the effective date of this bill.

Section 4. provides authority for local government to establish a local development area for undeveloped land and devotes resource to support the project. Sections 5., 6., and 7. allow cities and counties to establish a development area and to devote resources to provide support to the project, including, in Sections 18. through 21., a means for the project to participate in new state tax incentive programs. The new state incentive programs are called the Commonwealth Participation Program for Real Property Ad Valorem Tax Revenues and the Commonwealth Participation Program for State Tax Revenues. 

HB 349 identifies funding sources for local governments, permits the issuance of increment bonds by local governments, requires a sinking fund, and establishes requirements for local participation agreements. It allows for the establishment of a community redevelopment authority and allows for service payment agreements.

HB 349 establishes the State Tax Increment Financing Commission, the Commonwealth Participation Program for Real Property Ad Valorem Tax Revenues, and the Commonwealth Participation Program for State Tax Revenues. It provides application procedures and requirements for both programs, and establishes requirements for project grant agreements. It provides for the payment and release of incremental revenues. Finally, it establishes the Division of Tax Increment Financing within the Department of Revenue.
	FISCAL EXPLANATION/BILL PROVISIONS
	ESTIMATED COST


The fiscal impact of HB 349 on local governments would be nil for those cities and counties which do not choose to pursue a development area for community redevelopment. For those local governments that utilize the new development programs the cost is likely be minimal to moderate depending on their level of support to a development area project. If successful, the long-range impact of the development area project could be expected to cover the cost of the redevelopment assistance, as defined, and issued bonds, and produce additional tax revenues for local government through economic growth in the area. However, there are financial risks to local government if the private development does not materialize and the incremental taxes are not available to pay for the redevelopment assistance, issued bonds, and related costs. 
The development area program established in Sections 5., 6., and 7. have a greater benefit to local government as it allows tax increment financing to include the use of state taxes, through two state programs, while the local development program, established under Section 4., is limited to local revenues, from real property ad valorem, occupational, and insurance tax. The Commonwealth Participation Program for Real Property Ad Valorem Tax Revenues, established in Section 19. allows for the pledge of state real property ad valorem taxes; and the Commonwealth Participation Program for State Tax Revenues, established in Section 20., allows for the pledge of state tax revenues. 
HB 349 specifies a number of activities that generate an expense to local government using the tax increment financing programs. There are expenses related to creating a local development project, including: holding a public hearing, writing and adopting an ordinance detailing the specifics of the project, as specified in the bill, and creating a local development area agreement among agencies and taxing districts, if needed. Concerning a development project, costs involve developing and adopting a development plan, holding a public hearing on the plan, publishing a hearing notice, filing a copy of the plan with the city clerk and the county fiscal court, and writing and adopting the ordinance establishing the development plan.

There are added administrative costs related to amending or revising the plan, including a public hearing and writing and adoption of an ordinance amendment. There are costs associated with passing an ordinance to issue increment bonds, issuing, administering, and regulating increment bonds, and creating and collecting a special assessment to support increment bonds and redevelopment assistance. There are costs related to creating the sinking fund, the optional community redevelopment authority, and creating service payment agreements with liens on property, and the required recording of liens in the office of the county clerk. 
Local government making application for state increment financing programs must pay all cost associated with the independent consultant's or financial advisor's report. And consultation and contractual costs would be associated with all legal, financial, contractual, engineering, capitol improvement, marketing, and related activities necessary for the implementation of the project and deployment of redevelopment assistance. 
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