HS HB 1409 -- ECONOM C DEVELOPMENT PROJECTS (Denpsey)

This substitute makes changes to the | aws regardi ng econom c
devel opnent .

ENHANCED ENTERPRI SE ZONES

The substitute establishes the following criteria to qualify as
an enhanced enterprise zone:

(1) The area nust be blighted and have pervasive poverty,
unenpl oynent, and general distress;

(2) At least 60%of the residents living in the area have
i ncomes bel ow 90% of the nedian incone of all residents within
the state or within the county in which the area is | ocated;

(3) In nmetropolitan statistical areas, the popul ation of the
area nmust be between 500 and 100,000 at the tinme of designation.
If the area is not within a netropolitan statistical area, the
popul ati on nust be between 500 and 40,000. |If the popul ation of
the jurisdiction of the governing authority does not neet the

m ni mum popul ati on requirenents, it nust be at |east 50% of the
popul ation of the jurisdiction. However, an entire county cannot
be designated as an enhanced enterprise zone; and

(4) The level of unenploynment within the area neets or exceeds
the average rate of unenpl oynent for either the state or the
county in which the area is | ocated over the previous 12 nonths.

An enhanced enterprise zone may al so be established in an area
for which public and individual assistance has been requested by
the Governor for an energency due to a natural disaster.

An enhanced enterprise zone may be designated in a county of
declining population, which is a county that has |ost 1% or nore
of its population during the 10-year period between the United
States census. The area nust also prove that it has the
potential to create sustainable jobs in a targeted industry or a
denonstrated i npact on industry cluster devel opnent.

The substitute requires each enhanced enterprise zone to have a
seven- nenber board. The substitute specifies the nenbership of
the board. The board is required to submt an annual report on
the status of the zone to the Director of the Departnent of
Econom ¢ Devel opnent.

Any governing authority that wants to have an enhanced enterprise
zone within its jurisdiction nmust hold public hearings. The
substitute specifies the requirenents of the hearing and



notification process. The governing body nust submt a petition
to the departnent for the designation of the enhanced enterprise
zone. The life of an enhanced enterprise zone is 25 years.

| mprovenents nade to real property |ocated within an enhanced
enterprise zone are to be exenpt fromad valoremtaxes for up to
25 years fromthe date on which inprovenents are first assessed.
At | east 50% of the ad val orem taxes which are inposed on
subsequent inprovenments will be exenpt for at |east 10 years.

The owner of a new business in an enhanced enterprise zone can
receive a tax credit which can be clained for up to 10 years.

Tax credits may not be carried forward but can be sold or
transferred. 1In order to receive a credit, the owner nust enploy
at least two people and invest at |east $100,000 in the new
business facility. The credit will be equal to the |esser of:

(1) The projected econom c benefit the state will receive from
the project as determ ned by the departnent; or

(2) Acredit equal to $400 for each enpl oyee working at the
facility located within the zone; plus $400 for each enpl oyee who
lives in the zone; plus $400 for each enployee who is paid a wage
t hat exceeds the average wage paid within the county in which the
business is located; plus a credit equal to 2% of the business
facility’s investnent within the zone.

Regar dl ess, the departnent cannot authorize nore than $7 mllion
annual ly for all enhanced business enterprises.

If a facility which is not a new business is expanded, it wll be
eligible for the tax credits as long as the sane criteria for a
new busi ness are net.

The departnent may adopt rules, policies, and procedures that are
necessary to carry out the enhanced enterprise zone provisions.

The enhanced enterprise zone provisions will sunset six years
after the effective date.

JOB TRAI NI NG FOR RETAI NED JOBS

The substitute allows community college districts to enter into
proj ect agreenments, with the approval of the departnent after
consultation with the Ofice of Adm nistration, with enployers
who have retained jobs in a stable industry. The requirenents
for qualifying enployers are specified. The term"stable

i ndustry" is defined as one which has maintained at | east 100
enpl oyees per year, has agreed to nake a $1 mllion capital
investnment, and is at risk of leaving the state.



Community colleges will provide job training, skills assessnents,
and training facilities anong ot her services and nay subcontract
wi th other public or private colleges and governnental agencies.
The agreenents may provide that program costs be nmet by receipt
of retained jobs credits fromw thhol ding, based on 2.5% of the
gross wages paid to enployees in the first 100 retained jobs and
1.5% for any additional retained jobs. The enployer is
responsi bl e for neeting any shortfall in w thholdings. Community
college districts may issue industrial retained job training
certificates to provide funds for the paynent of costs of the
progranms, with a statewi de cap of $15 million

The substitute specifies tinmetables for the approval of projects;
establ i shes special funds; and regul ates the disbursal of nobneys,
certification of wthholdings, and borrow ng for and issuance of
certificates by community college districts. The departnent can
collect 2% of the total training costs for adm nistrative
expenses associated with this program A project is prohibited
fromparticipating in this programif it is using the New Jobs
Trai ni ng Program

These provisions will expire six years fromthe effective date
and no certificates can be sold after July 1, 2014.

ENDOVED LI FE SCl ENCES RESEARCH CHAI RS

Begi nning in Fiscal Year 2007, the substitute authorizes the
presi dent of any public university in Mssouri to present to the
Life Sci ences Research Board on behal f of any canpus within its
system

(1) A conmmtment fromany budgetary source other than the state
to pay to the university a mninumof $2 mllion as an endowrent
or $100,000 a year for a mninumof 20 years toward the funding
of an academi c position wthin the health and |ife sciences
fields to be designated as an Endowed Life Sciences Research
Chair; and

(2) A commtment fromthe university, including any of its
separate canpuses, to pay a m ni num of $100,000 a year for the
endowed chair position for a m nimumof 20 years.

After the funding comm tnents for the endowed chair position have
been nade, the Life Science Research Board is required to revi ew
the comm tnments and upon approval pay the university fromthe
Life Sciences Research Trust Fund $100, 000 a year for 20 years.
The board is also required to conmt fromthe fund a one-tine

di sbursenent of research and programmatic start-up noneys of

$500, 000 over a two-year period, beginning with the hiring for

t he endowed chair position. The one-tine disbursenent is



required to include a $100, 000 paynent fromthe fund.

Fundi ng comm tnents for the endowed chair position nust be
confirmed by a notarized letter of intent and the establishnent
of an escrow account containing at |east 10% of the total
comm t ment of noneys by the non-state entity or the university.

The board is not required to provide nore than $10 mllion in
mat ching funds in any single fiscal year. |If at any tine the
comm t ment of noneys is not fulfilled by either the non-state
entity or the university, the commtnent of noneys by the board
will term nate.

When a M ssouri public university receives the funding
commtnents from budgetary sources other than the state or if the
funding conmtnments are made prior to the appoi ntnment of any
menber to the board, the president of the university is required
to docunent the date and tinme of the receipt of the funding
commtnments. The board is also required to provide its matching
noneys for the endowed chair position in the order in which
funding conmtnents are received.

Any M ssouri public university or other qualified entity that has
a formal contract with a public university nust hold the matching
noneys provi ded by the board for the funding of an endowed chair

position and any life sciences research conducted. A university

or entity is prohibited from spending, |oaning, or encunbering

t he mat chi ng noneys for any other purpose.

Wthin 90 days of receipt of the funding conmtnents for the
endowed chair and annually thereafter, any public or private
entity may subnmit a proposal for life sciences research to be
conducted. The funding comm tnents may be made in conjunction
with the entities desiring to submt proposals. The board is
required to establish criteria for selecting proposals
conpetitively.

Any noney withdrawn fromthe fund but not expended in conpliance
with this section nust be used for |ife sciences research.

Al'l noney conmtted, contributed, or paid for the endowed chairs
will be subject to the provisions of Subsections 2 to 5 of
Section 196. 1127, RSMb, which state, in part, that public funds
cannot be expended on behal f of an existing or proposed research
project that involves abortion services, human cloning, or
prohi bi ted human research

RURAL EMPOVNERMENT ZONES

The substitute allows the governing body of any county to submt



an application to the departnent to designate areas within the
county as rural enpowernent zones. The department will review
the application to ensure that the area neets all of the
following criteria:

(1) The area is one of pervasive poverty, unenpl oynent, and
general distress;

(2) At least 65% of the popul ation has earned i ncone bel ow 80%
of the median inconme of all residents within the state;

(3) The population of the area is between 400 and 3,500 at the
time of the designation;

(4) The level of unenployment within the area exceeds 150% of
the average rate of unenpl oynent for the state over the previous
12 nonths or the percentage of area residents enployed on a full-
time basis is |l ess than 50% of the statew de percentage;

(5) The area is nore than 10 mles fromany existing rural
enpower ment zone; and

(6) The area is in athird or fourth classification county and
not in an existing enterprise zone.

New busi nesses and revenue-produci ng enterprises located in the
zone wll be exenmpt from paying all M ssouri inconme taxes
attributable to the business until August 28, 2014, provided the
busi ness creates a certain nunber of new full-tine jobs within
one year fromthe date on which the tax exenption begins.

New busi nesses nust create at | east 10 new j obs;

revenue- produci ng enterprises that enploy fewer than 20 peopl e
must create at | east five new jobs; and revenue-produci ng
enterprises that enploy 20 or nore people nmust create a nunber of
new j obs equal to 25% of the nunber of full-tine enpl oyees.

ENTERPRI SE ZONES
The substi tute:

(1) Allows property within an enterprise zone to be exenpt from
taxation for up to 25 years fromthe date on which the exenption
is granted, not the date on which the zone is designhated as
current |aw requires;

(2) Allows all enterprise zones designated before January 1,
2006, to be eligible for the enhanced enterprise zone tax
benefits;



(3) Requires any area of the state that qualifies to be an
enterprise zone to be designated as one;

(4) Requires the departnment to designate enterprise zones in the
cities of Sugar Creek, St. Ann, Pacific, and St. Cair; an
enterprise zone that is partially located in the Cty of N xa and
partially in the Gty of Ozark; and an enterprise zone that is
partially located in the cities of Sugar Creek, |ndependence, and
Kansas City;

(5) Requires the departnment to designate enterprise zones in
Shel by, Webster, Douglas, and Lacl ede counties; and authorizes
t hrough 2015 the enterprise zones that exist in Linn and Macon
counties; and

(6) Requires any business in an existing enterprise zone to
re-certify for the tax abatenent or tax exenption. Any abatenent
or exenption will stop 30 days after the business closes or there
is a significant change in the type of business conducted. A new
owner can reapply to receive the abatenent or exenption, but
cannot receive the benefit for any period of tinme beyond the life
of the zone.

TAX CREDI TS
The substi tute:

(1) Increases the cap on Nei ghborhood Assi stance Programtax
credits that are approved in 2005, 2006, and 2007 from$4 nillion
to $6 mllion. 1In 2008 and beyond, this cap will revert to $4
million;

(2) Expands the definition of “eligible industry,” as it rel ates
to the Business Use Incentives for Large-Scal e Devel opnent

(BU LD) Program to include H&R Bl ock’s headquarters in Kansas
City as long as H&R Bl ock creates 100 new jobs for eligible

enpl oyees and invests at |east $15 mllion in an economc

devel opnment project;

(3) Increases the aggregate anount of BU LD tax credits that can
be aut horized annually from$11 mllion to $15 mllion;

(4) Prohibits tax credits for new or expanded busi ness
facilities that begin operating after January 1, 2005, from being
approved, awarded, or issued;

(5) Prohibits revenue-producing enterprises that begin
operations after January 1, 2005, fromreceiving state enterprise
zone tax exenptions, state tax credits, or state refunds;



(6) Prohibits tax credits for investnent in, or relocating a
business to, a distressed comunity from bei ng approved, awarded,
or issued after January 1, 2005;

(7) Prohibits tax credits for transportation devel opnent in
di stressed comunities from being approved, awarded, or issued
after January 1, 2005; and

(8) Repeals the M ssouri |Individual Training Account Tax Credit
Program

DI STRESSED COVMUNI Tl ES

For a United States census bl ock group, or a contiguous group of
bl ock groups, within a netropolitan statistical area to be
considered a “distressed conmunity,” current |aw states that the
popul ati on nust be 2,500 and the nedi an househol d i ncone nust be
bel ow 70% of the medi an househol d i ncone for the netropolitan
area. The substitute decreases the population requirenent to
500.

The substitute al so expands the definition of a "distressed
comunity” to include areas within netropolitan statistical areas
that are designated as either a federal enpowernent zone, a
federal enhanced enterprise conmunity, or a state enterprise zone
designated prior to January 1, 1986, but will not include the
expansi on of those zones done after March 16, 1988.

ECONOM C DEVELOPMENT SALES TAX

The substitute allows, upon voter approval, the Cty of Joplin,
any city within Jasper County, and Butler County to inpose a

sal es tax for econom c devel opnent. The tax cannot be nore than
0.5% No revenue fromthe tax can be used for any retai

devel opment project. No nore than 25% of the revenue generated
can be used for adm nistrative purposes and at | east 20% of the
revenue generated nust be used for |ong-term econom c devel opnent
preparation.

If this tax is inposed, the governing body nmust establish an
econom ¢ devel opnment tax board which nust devel op economic

devel opnment pl ans, econom c devel opnent projects, or designations
of devel opnent areas. The board nmust report annually to the
appropriate governing body on the status of any plan, project, or
designation. At any election, the appropriate governing body can
repeal the tax. |If a petition calling for the repeal is signed
by 10% of the registered voters, the governing body nust hold an
el ection regarding the repeal of the tax.

LOCAL SALES TAX EXEMPTI ON



Current |aw exenpts a variety of equi pnent and supplies that are
rel ated to newspaper production fromlocal sales taxes. The
substitute denies this exenption to a publicly traded conpany if
it, or its parent conpany, has annual operating revenues of nore
than $250 mllion and an average circulation in Mssouri of nore
t han 200, 000 papers per day.

BUSI NESS LI CENSE TAX

Under current |law, a business license tax up to $10, 000 may be
i nposed by villages with | ess than 1,300 inhabitants. The
substitute increases that limt to $15, 000.

The substitute also repeals the Mature Worker Child Care Program

FI SCAL NOTE: Estimated Effect on General Revenue Fund of an

| ncone of $2, 498,268 to a Cost of Unknown in FY 2005, a Cost of
$2,639,690 to Unknown in FY 2006, and a Cost of $997,078 to
Unknown in FY 2007. Estimated | ncome on O her State Funds of
$1, 250, 000 to $2, 500,000 in FY 2005, $1,500,000 to $3,000,000 in
FY 2006, and $1, 500,000 to $3, 000,000 in FY 2007.



