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Part I: Measure Information

Bill Request #: 1338 Bill #: SB 25
Document ID #: | 4451 Sponsor: | Senator Robert Mills
Bill Title: AN ACT relating to land use.
Unit of City County Urban-County

Government: Charter County Consolidated Local Unified Local

Office(s) Impacted: All entities that engage in planning and zoning
Requirement: Mandatory O Optional

Effect on Powers

& Duties: Modifies Existing Adds New [0 Eliminates Existing
Ol Actuarial Analysis [ Corrections Impact

Other Fiscal Statement(s)
that may exist: [0 Health Benefit Mandate [ State Employee Health Plan

Part I1: Bill Provisions and the Estimated Fiscal Impact Relating to Local Government

Section 1 of SB 25 would amend KRS 103.200 to include multifamily housing
developments of 48 units or more in the definition of "building" for sections related to
industrial revenue bonds (IRBS).

Section 2 of SB 25 would amend KRS 100.347 to limit who can appeal a final action
concerning planning and zoning to owners of real property contiguous to a property
whose status would be changed as a result of the final action.

The fiscal impact of SB 25 is indeterminable but likely minimal to moderate.
Section 1’s expansion of the definition of "building" for IRB purposes to include
multifamily housing developments of 48 units or more could increase the number of

housing projects eligible for IRB financing., IRBs may be issued by cities and counties as
a form of conduit financing. In this arrangement, the conduit borrowers (i.e., private
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industrial users) rather than the conduit issuers (i.e., local governments) are responsible
for making payments to bondholders.

According to a 2011 report from the Program Review and Investigations Committee
(now the Legislative Oversight and Investigations Committee), cities and counties may
issue IRBs to purchase or construct industrial buildings for private entities. Ownership of
the property may be transferred to the city or county for the duration of the bond, during
which the property may be subject to a reduced state tax rate and exempt from local
taxes. This reduces the tax base for local taxing districts, though some districts receive
payments in lieu of taxes (PILOT) to compensate for the reduction. A local taxing district
may also adjust its real and personal property tax rates to offset the lower tax base.

According to a presentation by Stoll Keenon Ogden PLLC to the Bourbon Barrel
Taxation Task Force, the debt of an IRB is secured by revenues from the project it
finances, with the project’s cash flow used to pay bondholders. IRBs are not general
obligations of the issuing entity and are not backed by a pledge of the issuing entity’s
credit or taxing power. They do not constitute an indebtedness of the issuing entity within
the meaning of the Kentucky Constitution and do not reduce or impact the issuing
entity’s constitutional borrowing capacity.

The fiscal impact of Section 1 would depend largely on the jurisdiction and whether it
can obtain PILOT payments. The impact may vary based on the demand for multifamily
housing developments in different regions across Kentucky. Furthermore, some
jurisdictions may choose not to authorize these bonds altogether.

Section 2, which limits who can appeal planning and zoning decisions to only owners of
contiguous real property, is likely to reduce the number of appeals local governments
must process. This could lower legal and administrative costs associated with zoning
disputes, as fewer parties would have standing to challenge final decisions. The overall
fiscal effect of this provision would likely be minimal to moderate, but would depend on
the volume of zoning appeals in each jurisdiction and the extent to which legal and
administrative costs are currently incurred in responding to challenges from non-
contiguous property owners.

Input was sought from the Kentucky League of Cities (KLC) and the Kentucky

Association of Counties (KACo) to prepare this mandate. If information is received from
them this mandate statement may be amended.

Data Source(s): LRC Staff; Stoll Keenon Ogden PLLC
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