COMMITTEE ON LEGISLATIVE RESEARCH

OVERSIGHT DIVISION

FISCAL NOTE
L.R. No: 0882-02
Bill No.: HB 289
Subject Cities, Towns and Villageg&conomic Development; Ecomic Development
Department; Taxation ariRevenue - General.
Type Original
Date February 18, 2003
FISCAL SUMMARY
ESTIMATED NET EFFECT ON GENERAL REVENUE FUND
FUND AFFECTED FY 2004 FY 2005 FY 2006
General Revenue $0 | $0 to ($150,000,000) $0 to ($150,000,00d
Total Estimated
Net Effect on
General Revenue
Fund * $0 | $0 to ($150,000,000) | $0 to ($150,000,000)

* Subject to appropriation. Language in the proposal indicates “may.”

ESTIMATED NET EFFECT ON OTHER STATE FUNDS

FUND AFFECTED

FY 2004

FY 2005

FY 2006

State Supplemental
Downtown
Development Fund

**

$0

$0

$0

Total Estimated
Net Effect on Other
State Funds **

$0

$0

$0

** Income and expenses for each fiscal year net to zero.
Numbers within parenthesq ) indicate costs dosses.

This fiscal note containk) pages.
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ESTIMATED NET EFFECT ON FEDERAL FUNDS
FUND AFFECTED FY 2004 FY 2005 FY 2006

Total Estimated

Net Effect on All
Federal Funds $0 $0 $0
ESTIMATED NET EFFECT ON LOCAL FUNDS
FUND AFFECTED FY 2004 FY 2005 FY 2006
Local Government $0 $0 to $150,000,000 $0 to $150,000,000
FISCAL ANALYSIS
ASSUMPTION

Officials from theDepartment of Economic Development (DED) state the bill requires an
initial appropriation ofifty million dollars, with siosequent appropriationtbe lesser of
previous year's new revenue plus $50 million or $150 million, but annual apprapigatapped
at $100 million.

DED states that it appesathe mechanism for ugirstate revenue farproject would allow 106
of the state incremetd go back to a projeahus there would be met benefit to the seatnd
perhaps aet loss tohe state IMTSR.

Assuming that the programowld require work ontdeast 25 projects pgear and an amount of
up to $100 million total, DEDssumes it would need onedBomic Development Incéne
Specialist 1l (at $37,4Bannually) plus assot& costs to administer theart of the progma.
The DED costs would ne¢d be appropriated thugh General Revenué billing could be sent
and costs recoverdabm the locals from thimcrement funds. Theimbursement would beiga
back to GR funds whenaeived.

ASSUMPTION(continued)
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Applications for state financing are made to the Missouri Development Finance Board [MDFB
which forwards its reammendation to DED. The MDFBcipates the needrfone

professional (at $55,000 annually) and one support person (at $28,500 annually), plus associated
costs to perform the wiorequired of the Bodr The MDFB assumes a totalst of roughly

$170,000 in each of thbree fiscal yearns the fiscal note. Altost for MDFB are assumeal

be local because thare assessed arepayed.

In response to a similaroposal from last yeathe MDFB assumed theyuwd administer the
program with one additioh&TE. ThereforeQversight has redued the expeses of théMDFB
to reflect the one pfessional FTE at costaticipated on last yesirfiscal notes.

Oversight has, for fiscal notpurposes only, chang#tk starting salary fahe Economic
Development Incentive Sgialist 1l to correspnd to other such positionstiin DED. This
decision reflects awwdy of actual startingalaries for new s employees for a simonth period
and the policy of the @vsight Subcommittee of tileint Committee on LegislatiResearch.

In response to similar legislation from this year, officials from@f&ce of Administration -
Budget and Planning (BAP) stated the proposal makihe following changes:

Section 99.917 (13) definition of major initiatives. BAP stated thigtuhknown the additional
number of municipalities wth would participate uter this section.

The proposal allows the General Assembly to appropriate up to five percent of the state sales tax
increment portion of otmenet new revenuesgerated by the dde@ment projects to the

“community development corporation revolving fund”, beginning dayd, 2004. It also states

that at no time shall the sum of grants exceed one million five hundred dollars annually. Other
net new revenues are defined as, the amount of state sales tax increment or state income tax
increment or the combitian of the amount of ea increment. BAP assum#ds may increase

Total State Revenue.

The proposal also allovesmunicipality to submit arpalication to the Missouri Delopment
Finance Board for approval of the use of other net new revenues to fund one or more
development projects through state supplemental downtown devehbfimancing. It states
that at no time shall the annual amount of other net new revenues for state supplemental
downtown development finaimg exceed one hundfenillion dollars. BAP assumedlis has no
impact to Total State Revenue.

ASSUMPTION(continued)
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The proposal also allowse Department of Econmoc Development, the Otfe of
Administration and the Defganent of Revenue to ctge a fee to reaer costs from the
municipality fund for evaation, administration anchplementation of developmeplans.
BAP assumed this could increase Total State Revenue.

And finally, the proposal allows the General Assembly to annually appropriate up to one hundred
fifty million dollars to thestate supplemental downtowevelopment fund.

Officials from theDepartment of Revenue (DOR) state the proposal statthat DOR will
provide "the aggregatemseline year amount state sales taxvenues and the aggedg
baseline year amount state income tax withieebn behalf of existingneployees, reported by
existing businesses within the development project area”. Businesses currently report
withholding taxes by company, not by location of employees. This poovigould require
businesses within the projearea to provide thidata by location to DORAVithout some idea of
the number of businessesolved in the projectraa, the number of lations, employees and
system changes neceags compile this datahére would be an unknoveost to DOR to
implement this legislation.

Officials from theDepartment of Transportation and theOffice of the State Treasurer each
assume this proposal wouldtrfiscally impact theirespective agencies.

Officials from theCity of Kansas City (CKC) state this legislation will have a positive fiscal
impact on them. CKC statecethctual amount cannio¢ estimated at this timadthat it would
need to be based on wipaojects came forwd.

Officials from theCity of St. Louis andSt. Louis County did not respond to ourgeest for
fiscal impact.

Oversight assumes the loss of ezwe for the state 0 to ($100 million), sincthe proposal is
permissive to any Missouri municipality and the Downtown Ecoieddtimulus Authority may
designate various portions of the city as development areas, as long as they meet the specified
requirements and thei®a cap on the annuamount of “other netew revenues” of $100

million. The annual amount the General Assembly can appropriate each year from the General
Revenue Fund to the State Supplemental Downtown Developradti§ the lesser of net new
revenues (capped $100 million) plus $50 million,r0$150 million.

ASSUMPTION(continued)
Oversight also assumes that all costcurred by DOR and [REshall be paid out of thetate
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Supplemental Downtown Deve@liment Fund. Oversight alsesames the DED will, in

accordance with Section 99.945 (7) and (8), charge a fee to the various municipalities to cover
their costs to administéne program. This fundbald require a GenalrRevenue appropriat

if DED is not able to

recoup the expensegurred by the StateOversight further assum®ED will disburse all of

the remaining monies in the State Supplemental Downtown Develogtuadtto the local
governments in chargé the various projects.

This proposal could impact Total State Revenues.

FISCAL IMPACT - State Governmen FY 2004 FY 2005 FY 2006
(10 Mo.)

GENERAL REVENUE

Transfer Out Incremental stateales and
income taxes directad the State

Supplemental Downtown Dev@iment $0 to $0 to
Fund $0 ($100,000,000) ($100,000,000)
Transfer Outo State Supplemental $0 to $0 to

A4

Downtown Development Fund $0 ($50,000,000) ($50,000,000)

ESTIMATED NET EFFECT ON THE $0 to $0 to
GENERAL REVENUE FUND * ($150,000,000) ($150,000,000)

I8

* Subject to appropriation

STATE SUPPLEMENTAL
DOWNTOWN DEVELOPMENT
FUND
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Income- DED is allowed to charge a fee
and recover costs teimburse the state

for COA, DOR & DED expensefrom
local projects

Costs- Department of Revenue
To determine baseline year taxes

Costs- MDFB
Personal Servi¢é FTE)
Fringe Benefits
Expense and Equignt
Total Costs MDFB

Costs- DED
Personal Servi¢é FTE)
Fringe Benefits
Expense and Equignt
Total Costs DED

Transfer In- from General Revenue
Fund

Transfer Out to various local emomic
development projects.

ESTIMATED NET EFFECT TO THE
STATE SUPPLEMENTAL
DOWNTOWN DEVELOPMENT
FUND

FISCAL IMPACT - Local Governnrd

LOCAL POLITICAL SUBDIVISIONS

Transfer In- from State Supplemental
Downtown Development Fund

RAS:LR:OD (12/02)

$76,030 to
Unknown

(Unknown)

($41,667)
($16,863)
($17,500)
($76.030)

$0
$0
$0
$0

$0

$0

A4

I8

FY 2004
(10 Mo.)

$159,801

$0

($51,250)
($20,741)
($21,630)
($93.621)

($32,338)
($13,087)

($20,755)
($66,180)

$0 to

$0 to

$155,044

$0

($52,531)
($21,259)
($22,280)
($96.070)

($33,147)
($13,415)
($12,412)
($58.974)

$0 to

$150,000,000 $150,000,000

$0 to

($150,000,000) ($150,000,000)

18

FY 2005

0 to

150,000,000

18

FY 2006

0 to

150,000,000
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FISCAL IMPACT - Small Business

This proposal would impact small businesses that are within a designated desrglopeas as
defined by the municipajits Downtown Economic Stimulusuthority.

DESCRIPTION

This proposal:

(1) Allows each municgdity to create by ordance a Downtown Ecomoc Stimulus Authority,
which will constitute a public body corporate and politic;

(2) Restricts the authty from funding the costruction, maintenancer operation of any spis
stadium or related fédity;

(3) Requires eachuthority to be governedylka board of commissiorgewith five to 13
members. The commissionaval be appointed by theayor or chief exetive officer of the
municipality and will servéhree year termdn St. Louis County, three tfhe members will be
appointed by the cities the county which havax increment financindistricts;

(4) States the poweos the board and of ¢hauthority;

(5) Requires each municipality to establish a minority business plan to ensure that
minority-owned businessesegprovided good faitbpportunities to participa in the
procurement of goods @rservices within the delopment project area

(6) Outlines methods by wdh real property cabe disposed of;

DESCRIPTION(continued)

(7) Outlines the requed process for reweng and accepting delegper proposals;

(8) Explains what theughority may do to carrgut a development projegéncluding how to
transfer real propty;
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(9) Outlines the requements of a developmapiin and the process lghich it must be
reviewed and adoptdxy the municipality. Among oén things, the proposadquires that the
development plan includecost-benefit analissshowing the economic imgtaof the
development plan on the maipality and the schoolistricts that are at st partially within the
boundaries of the delepment area. Also, th@oposal prohibits the delopment plan from
including the initial development or

redevelopment of any gdling establishment;

(10) Requires that Kansas City, St. Louis City, and St. Louis §auork with local
community development corporations during the designation of the genefd area,
development projects,

and development projeateas. The propodairther requires thia goal of 5% of theuhds
generated be spent projects associatedtiv community development quorations;

(11) Allows the municipality or the authority to issue bonds to finance developmeetiproj
costs. The proposal gribits the state from issuirgpnds to finance devigiment project costs;

(12) Explains the manne which ad valorem x&@s and payments in liefitaxes will be
divided among the affesd taxing districts;

(13) Allows the municipality to submit an application to the Miss@evelopment Finance
Board for approval ahe use of other naew revenues to funde or more development
projects through stategpiemental downtown develm@nt financing;

(14) Creates the State Supplemental Downtown Development Fund whidiewatiministered
by the Department of Boomic Development;

(15) Considers the portioof salaries and egpses allocated by tlepartments of Economic
Development and Revenue to each development project approved for state supplemental
downtown

development financing tee eligible project cés and requires reimmsement of these amounts
to be deposited in the StaBupplemental Downtown Delepment Fund;

DESCRIPTION continued)
(16) Prohibits a develapent project approveof state supplemental dotewn development
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financing from recemg tax increment finameg as well;

(17) Allows the General Assembly to annually appropriate into the fund other net new revenues
generated by the ddepment projects during thgior fiscal year jus $50 million or $150
million, whichever is less;

(18) Requires the Dapment of Economic Delgpment to annually disburé@ancing from
the fund in amounts detemed by the certifidas of approval formjects. If the reenues in the
fund are not sufficiet to equal the amounts indted on certificatesf approval, the depaent
will disburse revenuesia pro rata basis &l approved projects;

(19) Prohibits municipalitefrom obligating other hn@ew revenues prido receiving a
certificate of appval;

(20) Requires a joinbenmittee of the GenerAlssembly to review thechevery five yea,
beginning in 2008. A repbmust be issued to the Sgernof the House of Reesentatives and
the President Pro Temparséthe Senate no latdran February 1 followmthe year in which the
review was conductednd

(21) Requires the munpality to submit an annua¢port concerning theatus of the
development plan to the f@@ctor of the Depément of Economic Developme

Relating to the Community Devg@ment Corporation Revolving Funithe proposal:

(1) Allows Kansas City, Stouis City, and St. Louis County &stablish a Community
Development Corporation Relving Fund for the purpos# providing funds to commiitiy
development corporations stimulate economic dde@ment, housing, and otheublic benefits
leading to the developmieof economically sustaibée neighborhoods;

(2) Requires that tHend be administered bytmard with 13 members paunted by the mayor
or chief executivef@icer of the municiplty. Of these 13 memb&rone must be a membér o
the local regional commiig development associati@md one must be an owrgd a minority
business;

DESCRIPTIONontinued)

(3) Allows the GenetaAssembly to appropriatgp to 5% of the statelsa tax increment
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portion of other net newevenues generatdy development projectertified for state
supplemental downtown dewepment financing, but not ing used for that purpost be
deposited into the State Sugapental Downtown DevelopmeFund for the purpose of
providing grants to Kansd&ty, St. Louis City, and St. LouGounty for Community
Development Corporation Relving Fund programs; and

(4) Prohibits the sum oféhgrants from excedeng $1.5 million annually.

This legislation is not fedally mandated, would noluplicate any other pgram and would not
require additional capital improvements or rental space.

SOURCES OF INFORMATION

Department of EconomicéYelopment
Department of Revenue

Office of the State Treasurer

City of Kansas City

Department of Transp@tion

Office of Administration Budget and Planning

NOT RESPONDING: City of St. Louis, St. Louis County

H.hey (..,
MICKEY WILSON, CPA
DIRECTOR
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