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FISCAL NOTE

L.R. NO.: 3221-05

BILL NO.: SCSfor HB 1706

SUBJECT:  Economic Development; Brownfield Program; Demolition Tax Credit
TYPE: Origina

DATE: April 25, 2000

FISCAL SUMMARY

ESTIMATED NET EFFECT ON STATE FUNDS

FUND AFFECTED FY 2001 FY 2002 FY 2003
General Revenue

Fund $0 to (Unknown) $0 to (Unknown) $0 to (Unknown)
County Foreign

Insurance Tax Fund $0 $0 $0
Total Estimated

Net Effedt on All

State Funds $0 to (Unknown) $0 to (Unknown) $0 to (Unknown)

ESTIMATED NET EFFECT ON FEDERAL FUNDS

FUND AFFECTED FY 2001 FY 2002 FY 2003
None $0 $0 $0
Total Estimated
Net Effed on All
Federal Funds $0 $0 $0

ESTIMATED NET EFFECT ON LOCAL FUNDS

FUND AFFECTED FY 2001 FY 2002 FY 2003

L ocal Government $0 to (Unknown) $0 to (Unknown) $0 to (Unknown)

Numbers within parentheses: () indicate costs or losses.
Thisfiscal note contains7 pages.
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FISCAL ANALYSIS

ASSUMPTION

Officials from the Office of State Treasurer assume their agency would be not fiscally impacted
by this proposed legislation.

Officials from the Office of Administration - Budget and Planning assume they would not be
fiscally impacted by this proposed legidation. Officials did note that this woul d impact total
state revenue.

Officials from the Department of Economic Development (DED) assume that this proposal
changes the definition of “allowable costs’, as such activities are currently allowed, if approved
by DED and DNR (447.700 (2)) and adds adjacent property as allowable (447.700 (4)). The
proposed change to 447.708.3.(2) requires DED, with approval of DNR, togrant a credit of O to
100% if the proposal isin aplan approved by the DED. The DED assumes thiswill create more
applications for the credit. Since there could be new credits, of an undeterminable amount, the
costs will be $0 to (Unknown).

DED assumes that the proposal will not require additional resources at thistime. However,
should volumes increase and credits be granted, the DED may request additional resources at a
later date.

Over sight assumes credits could betaken against taxes due under Chapters 143, 147 and 148,
RSMo. Therefore, Oversight has reflected such in the fiscal impact section of this fiscal note.

Assumptionsin reference to the component of the proposal addressing St. Louis City
Commissioners

Over sight assumes this component of the proposal would resultin unknown savings to the City
of St. Louisasaresult of reducing the number of commissioners from fifteen to five. Since the
expenses that would be reimbursed to the commissioners would be reduced, unknown savings
would result. Oversight has not reflected this savings in the fiscal impact because the savings per
year are assumed to be minimal.

Assumptionsin reference to the component of the proposal addressing the Brownfield
Program

Officials from the Department of Revenueassume they would not befiscally impacted by this
proposed legislation.
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ASSUMPTION (continued)

Officials from the Department of Natural Resour ces (DNR) assumes this legislaion expands
the property reuse fund to include brownfield site investigations by municipdities and counties.
If contamination was found after conducting Phase | or Phase 11 siteassessments, the applicant
may choose to enroll in the DED brownfield program. The proposed legislaion could
potentially result in additional sites per year enrolling in the DNR Voluntary Cleanup Program
(VCP).

The legislation expands the property reuse fund to include brownfield dte investigations by
municipalities and counties |f contamination wasfound after conducting Phase | or Phase Il ste
assessments, the applicant may choose to enroll in the DED brownfield program. The proposed
legislation could potentially result in additional sites per year enrolling in the DNR VCP.

Thereis not arequirement to enroll with the VCP in the section of the brownfield law relating to
grants found in section 447.706. Therefore, digibility for the grant for the Phase | and 11 site
assessment would not require enrollment with the VCP.

The proposed legislation would allow for demolition and remediation of buildingsand areas not
directly part of a brownfield, but adjacent to a brownfield, to be included in the project The
proposed changes apply to uncontaminated structures. The department woud not have to
provide oversight of thedemoalition of the structure; however, the program would do a
preliminary review of the site to verify the Ste is not contaminated.

The department assumes there would not be a significant number of brownfield sites expanding
their projects to include adjacent properties. At thistime, the department does not anticipatethe
need to request additional resources as aresult of this proposal. If the number of brownfield sites
expanding their projects exceeds the department’ s expectations, there may be a need to request
additional resources.

The City of St. Louis- St. Louis Development Cor poration (in response to asimila proposal -
HB 1706) assumes fiscal impect to the city form this proposed |egislation would beimpossible
for them to quantify. They stated that the economic impact will be tangibleand will come in the
form of revitalized vacant and underutilized properties as well asthe creation of new jobs from
these devel opments.

The economic impact locally as well as to the statewill include increased revenue streamsin

such areas as the following: property taxes, sales taxes, corporate/bugness income taxes and
personal income taxes.

AK:LR:0OD:005 (9-94)
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ASSUMPTION (continued)

The City of St. Louis also stated that brownfields redevelopment comes in many sizes and shapes
and it isthisvariability (e.g., size of the prgect, amount of contaminaion, type of development
and its ripple effect, number of jobs created, type of jobs, etc.) that makes the fiscal impact of the
proposed legidlation to the city very difficult to measure. Since the proposed changesin the
statute only expand the definition of items that are considered “eligible€’ costs, the tax and
financial incentives available will continue to be limited to the project’s net state economic
benefit as determined by the DED.

Assumptionsin reference to the component of the proposal addressing demolition tax
credits

DNR assumes the proposed leg slation would allow for demolition tax credits for up to one
hundred percent of thecosts of demolition that are not part of the voluntary remediation
activities. The proposed legidlation requires the department to approve any tax credits authorized
by this provision.

Before the department approves the demolition tax credit, the participant will have to
demonstrate to the department that hazardous substances are not contained within or beneath the
structure. This demonstration could be made in the documents the DNR reviews during our
preliminary review, if the documents are comprehensive enough. However, if theinitially
reviewed documents are not comprehensive and |eave some doubt as to whether hazardous
substances are within or beneath the structure, then the department would ask that additional
Investigations be conducted.

The department estimates 25 to 30 dtes per year. The department also estimates the review time
to approve the tax credit, asillustrated above, is apt to vary depending on the adequacy of the
data submitted. If only apreliminary review isnecessary, the review time would be
approximatdy 6 hours. If review beyond thepreliminary review isneeded, the review time
could increase to approximately 16 hours. The department does not anticipae being significantly
impacted by these provisions. However, if the number of sites exceedsour expectations, the
DNR may need to request additional resources.

The department has theauthority to cost recove any cost associated with reviewing the
demolition tax credit. The associated cost for asix hour review is approximately $400 (ES I11
salary $3308 x 12 months/2080 annual hours=$19.08 x 3.5 multiplier=$66.78 hourly rae x 6
hours). The associated cost for a 16 hour review is approximately $1,068 (ES |11 salary $3308 x
12 months /2080 annual hours=$19.08 x 3.5 multiplier=$66.78 hourly rate x 16 hours). The
amount of increased revenues depends on the number of demolition tax credits the department

AK:LR:0OD:005 (9-94)
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ASSUMPTION (continued)

reviews and the amount of time to review each. Since the department does not know the number
of applications that would be submitted or the amount of time it would take to review, the
amount of increased revenues would be unknown.

FISCAL IMPACT - State Government

GENERAL REVENUE FUND

Loss - Demolition Tax Credits

COUNTY FOREIGN INSURANCE
TAX FUND

Savings - Decreased Distributions to
School Districts

Loss - Demolition Tax Credits

Estimated Net Effect on COUNTY
FOREIGN INSURANCE TAX FUND

FISCAL IMPACT - Local Government

SCHOOL DISTRICTS

Loss - Reduced Distributions from
County Foreign Insurance Tax Fund

FISCAL IMPACT - Small Business

FY 2001
(10 Mo.)

$0to
(Unknown)

$0 to Unknown

$0 to
(Unknown)

I8

FY 2001
(10 Mo.)

$0to
(Unknown)

FY 2002 FY 2003
$0to $0to
(Unknown) (Unknown)

$0 to Unknown $0 to Unknown

$0 to $0 to
(Unknown) (Unknown)
$0 $0

FY 2002 FY 2003
$0to $0to
(Unknown) (Unknown)

DNR noted tha if a small business owns a contaminated sitethat would be eligiblefor the VCP
program under these new criteria, they would be able to receivealletter at the condusion of the
clean up from the statethat certifies specific standards have been achieved.

Additionally, as DNR noted, small businesses may make gpplication for demolition tax credits.

AK:LR:0OD:005 (9-94)
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DESCRIPTION

This proposal allows the demolition and reconstruction of buildings or structures which are not
the object of remediation to count as allowable costs under the Brownfield remediation program
if (1) the buildings or structures are located on an abandoned or underutilized property whichis
approved for financia assistance through the program; and (2) the demoalition is part of a
redevel opment plan approved by the Director of the Department of Economic Development and
by the local county govemment with jurisdiction in theareain which the project is |located.
Also, this adds backfill tothe definition of allowable cost.

Additionally, the proposal allows properties immediately adjacent to any abandoned or
underutilized property to qualify as an "eligible project” under the Brownfield remediation
program if the abandoned or underutilized property meets program requirements.

This substitute adds language stating that beginning August 28, 2000, the number of
commissionersin St. Louis City shall be five. The number of commissioners shall be reduced
from fifteen to five through the process of dtrition.

This substitute adds a section stating that a municipal or county government shall not be required
to identity a prospectiveprivate purchaser if the grant issued for an eligible project isgiven for
the sole purpose of asdsting amunicipal or county government in conducting a phase | site
assessment and phase 11 environmental site assessments.

This substitute adds another section that states the Director of DED, with goproval of the
Director of DNR, shall grant a demoalition tax credit to the applicant for up to 100% of the costs
of demolition that are nat part of the voluntary remediation activities, provided that the
demolition is part of a redevelopment plan approved by the local county government entity and
the DED.

Thislegislation is not federally mandated, would not duplicate any other program and would not
require additional capital improvements or rental space.

SOURCES OF INFORMATION

Department of Economic Devel opment
Department of Natural Resources

Department of Revenue

Office of Administration- Budget and Planning
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SOURCES OF INFORMATION (continued)

Office of State Treasurer
City of St. Louis
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