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MINUTES OF THE SENATE COMMITTEE ON COMMERCE.

The meeting was called to order by Chairperson Alicia Salisbury at 8:00 a.m. on March 13, 1998 in Room

123-S of the Capitol.

Members present: Senators Salisbury, Barone, Brownlee, Donovan, Feleciano, Gooch, Jordan, Ranson,
Steffes, Steineger and Umbarger.

Committee staff present: Lynne Holt, Legislative Research Department
Bob Nugent, Revisor of Statutes
Betty Bomar, Committee Secretary

Conferees appearing before the committee:
Chris McKenzie, Executive Director, League of Kansas Municipalities
Art Brown, Mid-America Lumbermens Association
Karen France, Director Governmental Affairs, Kansas Association of Realtors
Randy Speaker, Director, Division of Housing

Others attending: See attached list

HB 2590 - Rural housing incentive act

Chris McKenzie, Executive Director, League of Kansas Municipalities, testified in support of HB
2590 stating the League drafted much of this legislation at the request of the Joint Committee on Economic
Development which was investigating ways in which local units in rural areas could provide financial
incentives for new housing. HB 2590 aliows eligible cities and counties to use Tax Increment Financing
(TIF) powers to finance housing developments including the purchase of land and the installation of
infrastructure improvements on land through the issuance of special obligation bonds repayable from property
tax increments received off of the improved property and other revenues provided for in New Sec. 8, Page 5.

(Attachment 1)

Mr. McKenzie testified the differences between the TIF Act and HB 2590 are: 1) a simpler process
for creating a rural housing incentive district; 2) certification by the Secretary of the Department of Commerce
and Housing; 3) provides that only rural cities and counties are eligible, defined as cities with a population of
less than 40,000 in a county with a population of less than 60,000, and counties with a population of less than
25,000; 4) Planning Commission is not required; 5) acquisition of property is done voluntarily and not by
eminent domain; 6) financed only with special obligation bonds; 7) public improvements limited only for
residential subdivisions such as streets, sidewalks, water mains, sewers, etc.; 8) bond term limited to 15
years.

Mr. McKenzie stated HB 2590 is a valuable tool to address a critical need in the “rural” areas of the
state. TIF is used to spur redevelopment in blighted areas, conservation areas and enterprise zones; in cities
but but TIF is not authorized for county use. In most cities residential development is happening without a
property tax incentive; the ILeague, therefore, urges the Committee to exercise caution in increasing the
population thresholds. The League would agree to raising the county threshold to 40,000, which is the
recommendation of the Joint Committee on Economic Development. The recommended thresholds would
exclude the counties of Johnson, Sedgwick, Reno, Leavenworth, Riley, Douglas, Wyandotte, and Shawnee.

Randy Speaker, Director, Division of Housing, stated there is a shortage of housing in rural areas
which impacts economic development. A number of communities are unable to provide affordable housing
without a financing tool such as contained in HB 2590. The Department of Commerce and Housing are
capable of the certification required in HB 2590.

Art Brown, Mid-America Lumbermens Association (MALA), testified in support of HB 2590 stating
the legislation is needed to provide the housing necessary for all the state. Mr. Brown stated the population
thresholds in HB 2590 are appropriate and MALA endorses raising the threshold to 40,000 for counties.
The requirement that the board of education, the governing body of any city located within three miles of the
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proposed district and the board of county commissioners must each determine that the proposed district will
not have an adverse effect on its body allays the concern relating to all parties participating in the decision
making process. The passage of HB 2590 is an excellent tool for many communities to address housing

needs. (Attachment 2)

Karen France, Director, Governmental Affairs, Kansas Association of Realtors, distributed a
statement from James L. (Butch) Hardman, Jr., Hardman Real Estate, Inc., Parsons, Kansas, who was a
driving force in bringing this legislation and proponents of the bill together. (Attachment 3)

Ms. France stated the Kansas Association of Realtors supports the extension of TIF to the
development and renovation of housing in rural areas of Kansas. The mechanism established in this
legisiation encourages rural cities and counties to become active partners in developing housing at all levels.
This method for financing infrastructure is attractive to spur housing development in rural areas. HB 2590
is a workable compromise which answers many of the concerns raised in previous legislative sessions. Ms.
France stated over 200 persons from the public and private sector attended a Housing Development
Symposium in Hutchinson in 1996 endorsed the concept of TIF overwhelmingly. (Attachment 4)

Senator Barone moved, seconded by Senator Feleciano, that HB 2590 be amended on Page 1, line
26 by strikine 25:008 and insertine in lieu thereof 40.000. The motion was unanimously approved on a voice

vote.

Senator Brownlee moved, seconded by Senator Feleciano that HB_2590 be amended on Page 1, line
20 by striking the “of appearing before the word “population” and inserting in lieu thereof the word “a”. The

motion was unanimousiy approved on a voice vote.

Senator Feleciano moved, seconded by Senator Brownlee that HB 2590 be further amended on Page
6, line 34 following the word “city” by inserting “or county”; and on Page 9. line 36 by striking “11” and
inserting in lieu thereof “12”. The motion was unanimously approved on a voice vote.

Senator Umbareer moved, seconded by Senator Donovan, that HB 2590 be recommended favorable
for passage as amended. The recorded vote was Yes - 10; No - 1.

Upon motion by Senator Steffes, seconded by Senator Steineger, the Minutes of the March 12, 1998 Meeting

were unanimously approved.

The meeting adjourned at 9:00 a.m.

The next meeting is scheduled for March 16, 1998.
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PUBLISHERS OF KANSAS GOVERNMENT JOURNAL 300 S.W. 8TH TOPEKA, KS 66603-3896 (785) 354-9565 FAX (785) 354-4186

TO: Senate Commerce Committee

FROM: l:/v‘/ Chris McKenzie, Executive Director

DATE: March 13, 1998

SUBJECT: HB 2590--Authorizing Rural Housing Incentive Districts

Thank you for the opportunity to appear before you today to explain the origins and contents of HB
2590 and to offer the League’s endorsement of this legislation. The League drafted much of this
legislation last interim at the request of the Joint Committee on Economic Development which was
investigating ways in which local units in rural areas of our state could provide financial incentives
for new housing. The legislation has received the endorsement of the League’s Finance and Taxation
Committee based on the population thresholds in the current bill.

HB 2560 contains provisions that are similar in part to those found in K.S.A. 12-1770 ef seq., the Tax
Increment Financing (TIF) Act. This important tool was designed originally to create financial
incentives for the redevelopment of blighted areas of central business districts, and it has been used
successfully for this purpose for a number of years (e.g., “Old Town” in downtown Wichita. Town
Center Mall in downtown Manhattan, etc. ).

In the 1990s legislation was enacted allowing cities to use TIF powers in areas that were designated
as enterprise zones prior to July 1, 1992, areas designated as” environmental contamination areas,”
and most recently, areas designated as “conservation” areas. While the authority of cities to use TIF
financing was undoubtedly expanded in the 1990s, there also can be no question that it is extremely
difficult to use TIF financing to finance public improvements and land acquisition for a new residential
subdivision unless the area was part of an enterprise zone before July 1, 1992,

Moreover, with few exceptions (mainly in Kansas City, KS in largely blighted areas), there has been
extremely limited use of TTF to finance housing projects (7 of the 32 TIF projects since 1976), and
cities have been reluctant to use their TIF powers even in parts of the city included in an enterprise
zone. The fact of the matter is that with few exceptions our state and local policy has been not to
provide property tax incentives for the construction of new residential units based on the assumption
that the private market will fill this need and the taxes are affordable. In fact, new units are not only
assessed at 11.5% of their market value, but speciai assessments are typically required to finance
infrastructure improvements. In many rural areas of our state this combination of factors has made
the use of TIF financing for new housing unavailable and infeasible. As you know, it is the
construction of new housing units in a community that can provide opportunities for other residents
to move into other housing stock.

HB 2590 is one response to this situation. It allows eligible cities and counties to use TIF-type
powers to finance the purchase of land and the installation of infrastructure improvements on such
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land through the issuance of special obligation bonds which are repayable from property tax
increments received off of the improved property and other revenues provided for in New Sec. 8 (p.
5). While there are many similarities between the TIF Act and HB 2590, there are a number of
differences as well, including:

>

Simpler Process. The bill streamlines the process for creating a rural housing incentive district
in comparison to the traditional TIF process.

KDOCH Certification. The bill provides for approval of the creation of districts by the
Secretary of KDOCH to assure there is a viable local housing need (See New Secs. 3 & 4).
[No state approval is necessary with general TIF).

Only “Rural” Cities and Counties Eligible. As written, 83 out of 105 counties (containing
25% of the total population of the state) and 553 out of 627 cities (containing 37% of the
urban population of the state) are eligible to use this authority, with the certification of
KDOCH, in order to focus on “rural” housing needs. [All cities & no counties may use TIF.]

Planning Commission Approval Not Required. Under current TIF law, the planning
commission must certify the TIF plan is compatible with the city comprehensive plan. This is
not required, but the Planning Commission is required to be notified.

Eminent Domain. A city or county must acquire the property for such projects voluntarily
and not by eminent domain. [Cities may use eminent domain for TIF projects].

No General Obligation Bonds. Only special obligation bonds, repayable from the dedicated
sources of revenue outlined in new Section 8, may be used. Unlike TIF, no general obligation
bonds, constituting a general debt of the city, may be used.

Public Improvements More Limited. Unlike TIF, this act may not be used to construct (a)
plazas and arcades, (b) parking facilities; (c) drives and driveway approaches; and (d)
landscaping and plantings, fountains, shelters, benches, sculptures, lighting, decorations, and
similar amenities. Only basic public improvements for residential subdivisions may be financed
such as streets, sidewalks, water mains, sewers, etc.

Term of Bonds and Project. Unlike the TIF law, this draft provides that the term of the
bonds and the project shall be 15 years (rather than 20). This is a judgment call, but it is my
recommendation to keep the term for housing projects shorter than for commercially related
TIF projects in order to avoid overextending a city’s credit.

In addition to the above differences, there are portions of the bill that increase the level of attention
on the identity and types of assurances provided to the city or county by contract to secure the
repayment of any bonds or other expenses [see New Sec. 5(a)(5) and (6)]. In my judgment, this is
one thing that is missing from the current TTF statute.
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The policy question raised by HB 2590 is whether local units in “rural” areas of the state should be
authorized to use a tax increment financing type of tool to stimulate new housing development and
substantial renovation projects. In many ways this is the same “but for” question local governing
bodies and state officials must ask themselves whenever there is a request for a tax abatement from
a business. In other words, would the development happen without the incentive?

[ think it is important to emphasize that if this legislation is enacted it provides a valuable new tool
to address a critical need in the “rural” areas of our state. How one defines “rural,” however, is open
to debate. I can say with a high degree of confidence that the city officials on the League’s Finance
and Tax Committee from cities that are not defined as “rural” under this bill at present do not desire
to have this authority. The reality is that they can already use TIF to spur redevelopment in blighted
areas, conservation areas, and enterprise zones today. In most of these cities residential development
is happening without a property tax incentive. In other words, we strongly urge you to exercise
caution if you raise the population thresholds in the bill. If they are changed substantially, I anticipate
the League will no longer support the bill.

Having said this, [ have to point out a possible inconsistency between the population thresholds in
this bill and the bill recommended by the Joint Committee on Economic Development. On page 2-18
of the reports of 1997 Joint Committees (attached), it is reported that the Committee decided to
increase the population limits in my original proposal from 15,000 to 40,000 for cities to participate
and trom 25,000 to 60,000 for counties to participate. As you can see in New Sec. 2 of the bill, the
definitions of “county” does not reflect this change. One way of addressing this is to raise the
population in the definition to a higher figure. Given the reservations of the League’s policy makers
about any change, I would request that the Commuttee not raise it to more than 40,000, if any change
is made at all.

If the Chairman and Committee desire, I would be happy to walk you through the bill and discuss
each of its sections. At this stage, we do have the following amendments to suggest:

o New Sec. 9 (page 6). In line 34, it should read “Any city or county...”

RECOMMENDATION: With this amendment, the League recommends the Committee support
enactment of HB 2590. Please let me know if you have any questions.

ENCL. (1)Explanation and graphic representation of how tax increment financing works.
(2) Inventory by Legislative Post Audit of Tax Increment Financing Projects in Kansas
as of 9/16/97.
(3) Listing of cities and counties eligible under HB 2590.
(4) Report on Tax Increment Financing of Joint Committee on Economic Development
(5) Listing of populations of Kansas counties.
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“Tax Increment” Pays for Public Improvements
(K.S.A. 12-1771)

Tax increment financing works because it allows part or all of the future growth in
property tax revenue (i.e., the “tax increment”) resulting from a redevelopment district to be
dedicated to paying the cost of a redevelopment project. K.S.A. 12-1771(h) provides for the
collection and segregation of tax increment revenues in “...a special fund for the payment of the cost
of the redevelopment project, including the payment of principal and interest on any special obligation
bonds or full faith and credit tax increment bonds issued to finance such project pursuant to this act
and may be pledged to the payment of principal and interest on such bonds.”

For the purposes of the TIF Act, the term “increment” means that amount of ad valorem
taxes collected from real property located within the redevelopment district that is in excess of the
amount which is produced from such property and attributable to the assessed valuation of such
property prior to the date the redevelopment district was established, as determined under the
provisions of K.S.A. 12-1775. The “tax increment” includes the incremental increase in property tax
revenues from the county, city, unified school district (except for the uniform state mill levy for
schools in redevelopment districts established after July 1, 1997) and any other taxing subdivision
levying real property taxes, the territory or jurisdiction of which includes any currently existing or
subsequently created redevelopment district.

The following demonstrates how the increment is generated:

New New New
Market Assessed Taxes
Value Value --The
After After “Increment”
TIF TIF After
Project X Project & TIF
C lek Assessment C ot Miil Project
EERSs Rate oImele Rate
- 2 Complete
Original Original Taxes
Market Assessed to All
Value Value Jurisdictions
Before TIF Before TIF Before TIF
Project Project

Source: Economic Development Tools for Kansas Municipalities, September, 1997, League of
Kansas Municipalities.



Legislative Division of Post Audit

Performance Audit Report # 97-43.2
Tax Increment Financing in Kansas, Part II: Reviewing a Sample of Districts

APPENDIX A (Updated 9/16/97)

This appendix inciudes updated information provided by city officials for the majoriry of
the 32 redevelopment disticts in Kansas.
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§2 millicn 1o
conplute this
jhase
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| Llammetlon About Propeity v an
Em!uruyz-_ A the Rudavelopnent Distylet W Iofonnetion Atoulthe Projocts ... @intornatlon Abaul the Clty Provided Flnanclng | Cullacted Throuyh B, L
Ty Dalsihe  [Chy olilclaie’sala tive ~ § Projscinams ~|Brofec Apprexlinats  |Current owier |Esumalad City officlsis Chy otilclals rﬁﬁy officlals sald™ 8 The “lrozen” |Thae reparied fluportud sinouin
redevslop- [land within the dlstidct descilption sl of of propanty lotsl pioject Bplentodothe [incunsdthe [lhey declded to usel base Increass ln of sdailionel
mant dlslilct [had bean deslgnetad as development cost followlng work  [lollowlng debt |lax Incremaent assassed propaity vadus  [tases
was aani area on ihls project: |la tund thig financing for the velus of tha  |(as ol 1836) (lncranrenta)
eslabillshed work (Lhrough |project becausa: redavalop- cullscled slnce
bond sele or mant district dlistilct was
olher llnancing ciesled lu pay ot
srangament) chy dubtdur e
pioject.
RILEY COUNTY __ . ; : I — N S P o
Manhallan 1983 Blightad Area Dawnlown Consiruction of |15 squara block [Many ownars Acquire land for 49,270,000 Thacity noaded lo  [§ $2.688,648  |$8.644.541 $7,073,000

the Colany luverage ledaral
Squaia Ollica Uiban Devalopmant
Park projact, Aclion Granl lunds.
ivlocaty privala
businasses, pay
lor straslscapa
Improvemanls,
and conslruct a
public plaza end
acquire prapaity
and relocula
owcupants of the
Town Contor Mali
slig.

Reduvelopment/ | Coluny Squdie Jaruva
Town Canlar Oltica Projuct,
Mall and Calony [consliuction of
Syuare Office  [duwiitawn mall,
Caniplax und stivslscape
improvemants.

SEDGWICK cOUrly_

Wichita 19937 foightedaran MO TownT [Dawnlown " |@square biock |Severaiownais $11,000,000" M Guild sireals, 41,000 000 Thecliy needed 1o M §1,061.871  |Bacause the City | $80,816 (ost.
Hudvvalopmunt |shopping und  |diva paihing fucility,  J(This Is an ralse lunds for hasn linalized the) g, 1997)
Pivjucl fuslaurant ales Loardwalks, and [oslimale. The |public/pivala project plan, lhe

wilh fuem and it install street City hasn't sold |economla Increased

iharhal lights, bonds yel ) devualopment assessed value

packages hasnl buen

cakulatad yel
Onca lhe plan &s
fnalizad snd
bands sokd, 1ha laa
lncramant wid
Legin to by
collactud.

Wichita 1995 EastBank  |Folel camplex (1555 han ona  [iiyali flagancy | $30000 000~ B Gonstuci & 560- Abaul Thacity nesded lo W Unknown  |bacause ha City [Hone ™ 7

syudie mily holel car parhing $6,000,000 collect tunds for hasnl finalized tha

daragu, a public public/private project plan, tha

paik, and inako Bconomic Increasad

slrest davakapmenl assassad valug

unpiovemonts. packaga hasni been
calculaled yol
Once the plan Is

fnalized and

tonds sokd, e las)
lncramsnt will
bugln to ba
collacted.
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doyulopman

L
d iha

Clty of
redavalop-  [lsand wilhin the distiict
maent disliicl |had bean deslgneled as
was o/an;
sulablished
Wichda {935 Dlighled area
wichla ~ " [1996 Environmantaity
contanilnaled diva
Wichita” [1936 |ulighted area
wichna ™ 7 1991 T |Environmonlally
Conlaininated Arsa

|__Bvallabla tu the clly, county,

_Intonnstlon About ths Projscls

Intoanalion About

tha City-Provided Flnan

Information ALGUL Piopeity Veluse & Taaes 1

Collacted Thraugh &r37

cln
[Chy ofi crifair The *frozen®

Projact naimé  |Project Approximate [Current owner |Esllnatad § Cliy ofiiclais Cliy ctiiclais The reporiad Reported aincint
deucilplion slze of of propeity tolal pioject Wplanlodothe [Incwredthe  [they decldad to use  base Inceeasa ln af sdultivnal
developmant cosl lallowlng work  |followlng debt [lax Increment asgsssed propaity value  laxea
arva on thle prefact: [la fund thls financing for the valus of the |(as of 1896) {lnciemaits)
work (through |project becausae: radavalop- cullucted since
bond sale of mant dlslilct dlutrlct was
other financing craalad tu pay ull
arrangsmant) city dolt tur thae
pioject
T8 Grova | STrip mall, lassThanona [Severalownars 317,000,000 ¥ Kcquite end LY (0 Rold) Thecify needed o | Onknown Because tha Uity [Flone
uranch bank, squaiy nile prupaie piojucl ralsa city tunds for hasnl finalleod the
Cussna laining site lor Cussna public/pvata projact plan, Wiu
facllity traliing facility. BCLNOMIC Increased
davalopmedat b an assussad value
arsa of e City with hasnl bean
a bong history of calculated yul.
blight Once the plan Is
Inalized and
bonds sold, tha lax
Increment will
bugin 1o be
colloctad
Narih Indistial “|Morewnansix | Savoral owinurs |FIt 1o axcasd [ Siudy Tho costs ol [UiRknown al this | Tha clly neadad 1o il Unknown Thare s no $440000 calloctad
Condor groundwalur squaig inilas 322,140,738 gioundwalsr lia clean up a large Increase invalue s lar 1o bu vaud
cuntaniinalion conlaminalion aroa of (a) o sivitoniiginul
cluan-up and conlamatlon Cunlaininalion
provide sludy und
temuydiation. taimadialion
Wasl Bank ~ " [Dovplopmont of [10acies  [Nonayal  |§17,000,000 M Pay lor sita $600,000 Tha clty needed la Unknawn Because the City |~ -
land adjucunt 1o propuralion and rulse City funds for hasn1 finalizud the
City lcu nnk duvalopment public/piivate project plan, the
cosls. economic lncraased
developimant. assoessad valus
hasnl been
cakulalad yal.
Once the plan is
linalizad und
bunds suld, the laa,
Incramant will
Legin la b
colloctud
Gilbai/Muslay  |Gluanap Mo than for | Sevoral owners [Nol 1o excoad ll STudy iha Costs of|Unikaown af this | The ciy nosded 1ol Uiknown | Thas Tsna " [§1. 456 384
yrotmndwilut squdio milos $22,575,000 yroundwalar g cluan up a laiga Wiiuasy 1 vulug  |Coliuciod s lai lu
contuminution conlamlnatlon area ul (1) ba usud tor shudy
claan-up and conlamination &0d voviconioalal

provida
ramadiallon.

Tulfodiabiviy

and schuol distic(s)

(&) An eavironmanlal tax Incremant distiict Is craaiod to 6nubla & city to cloan ug an envirenmonlal problom and
oach yoar through a cliy's budgut process; howavur, the siiount cennol vacuod 209

haep proparly values lrom dropping draslically, The amaunt of (axes caplured a3 the enviroamenial ncrement 1s detarmined
o ol the lux tuvunues collocted lrom (e distidet ks the base yoar (g yuar the distdct Is ustablishad). Thls incremant bs deduciud from the Monuys yutiwlally

==
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it the Cly-Providad Fin

tulurmation About Praperty \

idgs

Collected Thiovugh b

Intorme ut the Rudavelopment Distslet . @ . Infaratlon About lhe Projects .. Mintormation Abou ! ___~r.5-ncln -~ _Collacted T s B
“hy Dale tha Clty ofilcala said the Prajact nains  |Prajact Approxlmats  |Current owner |Esumaztsd Cliy ofilclals Chiy clilclals  [Chy ofiiclals eald [§i Ta “lrozen® |1hs reporied Repoited smount
iwdsvelop-  [lsnd within the distilct dascilpllon slze ot ol property total project Mplanto dothe |lncumedthe  |thay decldad 10 uss[ll bass Increass kn ol aduitianel
manl dislifct [had been daslgnatad au davelopment coal followlng work  |lollowlng debd |Lax Increment assesssd propeity value [laxss
waa alan: area on lhis picject: [lo fund this {inancing lor the value of the |(as ol 1996) {lncremants)
aslabllshed work (through |project becausa: redevalop- collectad slice
bond aale or mant dalict distilci was
olher Nlnancing Ciealed lo pay ol
arfangamant) cliy debit lor i)a
p1ojaclt.
swawneecouevy | & I -
e 1990 This distict doosn't hava i Walar Towar [
a project, sa no Placa
Incremant Is Leing
colloclad.
Topaha | TR e A (| T I emopeewe, . _ e
Topaka 183~ |Enlomprisa 2one Conlral Businass{ Conslruction cf |3 315 acros Santa Fe $5.086,464 Acquira na Becausa lax Unknown Unknown Shor tem bonds
Districl Galuway [new ollice Railroad piopuitios, Increment financing word paid ull by
{Sanla Fa Luilding relocala was canvenlenl and 1du3 by Sania b o
Huilding Situ) uccupanls, in the public knteresl.
damalish sxisling
slrucluras,
prapare praject
sila, teconshucl
sliguls and
provide ulilitlas
and drainaga
Gdsenenls
WYAHDOTTE COUNTY T i e s - _— o i ) I .
Kunsas City  [0/i5471 7 [Wlightud Atea ™ Paia Vista " Conshiuclian of |§Bacies |Bid Tawnsond |$2:250,000 M Acqulie projeci | $335,000 of 56l | Tha devaloper $37.821 $223738 $106,247
rwsldontial und Frank sity, duinolish linanclag by Citylwaukin have dona
houskg. Ruuslen axlsting the project withoul
Constiuctlon structures, lnstall lax lncrament
Managoment ulilitivs, grada financing.
Campany, lic. and prapary
projact site, and
construcl streals.
Konsas City (871292 |Enleiprise Zona  W1°635 Industilal ™ | Davalapmant of |30 6 acios |0 L Sanddor |$1.818.274 W instalisewers 8o $520.374 The daveloper §77.076 $371,933 $arzez 7
Paik Indugliial park. Sanditor waler main and wouldnl have dona
Leasing, Inc. canstiucl strgels. tha project wilhoul
lax lncrement
fnancing.
Kansas Gty [11avo4 ™ 7 Jiughted Alea ™~ lMiZion ~ 7 |Honovaticn ol |37 9nges  [ME Zion 9050000 M Fianied Uses: 1ol Tssuad Yal | The dovalopar $216059  [Naknown — [FistIncramunt wili
Exizting Economlc Acquita projuct woukdnt have dong kicrodse yel Lo colicoind kt
Apailinunis and Deovalopmani site, demahsh tha project withaut 1947
Husldonilal Foundatlon and oxisiing tax Incrament
Subdivizlon Galoway sliucluras, financlag
Housing L P. propare prajsct
sila, and mahe
pubilic
Inliastiuciure
improvements
Kanses City” [11/9/93 Enteiprise Zone Galoway Olfica Building” |42 acras Koll Roalty §31,000.000" W Planned Uses:  |Hol Issusd Yel | Tha doveloper $35.563 Na known First lncrement wilf
Gardung lsased lo Demiclish axdsling woukdnl have done lcruasa yal La colivtlens in
Environmental sliuctuses and lhe project withaul 1947,
Prusclion muke propossd lax lnctement
Aguncy and public linancing.
provida Improvemunts.
rasidonlial
housing

[l
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Informaton ALout Propeity Valiue & Tarus

_Colluctad Thiough v/v7

Rapoidsd amount
ul additlaual
laxes
(Incramants)
cullected since
dislilcl wes
crealud 10 pay ull
cliy dsbit tur tha
piaject.

muke public
Infrastruciure
lmprovemants.

lolucmallon sboul the Hedsyslopiment Dlslilct o bsnaation About e Profucta _ . i information About the Clity-Provided Financing »

Chy 7 TDateths F:'.ily olilclala sald ite Project neme | Project Estlinstad Ciiy oiflclals Cliy ofilclala Ry officlals sald ~ l§ The “frozen’ |The reparied
redavelop-  |land wlihin the distilct descilption lulal project M plantodoths  |lncurmred the they declded ta use Increases ln
ment dislidet [had been designoled as davulopment cosl lotlowing woik  [lollowlng debd Jlax lacrement propaity valua
was a/un; area an thls pioject: [to fund this llnanclng lor the valua cfthe [({sa of 1896)
aslublishsd wark (lhrough |project becauss; redavelop-

bond ssle or meat dlalidct
alher financlng
amangamant)
RansasTily | T35 [Enleipriza 2ona EasT Ammouidalo|Warohonsa U acros STEWTNT W Plannad Usos:— [Nal Tssuod Yal [1F3 developer Noassessod [Foknown
Futiity Acqulre project woulkdnl have done [l valuy kiciease yul
sily, dumalish Ihe project willioul
axisling lax inciamedt
structuras, und linancing.
clear and piopare
peojact sita.
Ransas Gity | W10/96  |Entorprisn Zona M Easi Kansas — |indvstial Paik— |4 aeros §825000 [ Acquire projoci | Fiol Tssuad Yal | The daveloper $22480  |Noknown
Avenue/ sila and denulish woukdal have done Increasa yul
Annaurdaly uxisling 1ha project withaul
sliucluras. lax Incremeait
financlg.
Kansas Cily  |6/26/8 | Enferpilio Zone ™™ Fooway 7 |Ollico and T [4167asi0s $23280,000 M Plannad Uses:  |Nol Issusd Yol |Tha developar $690,725 " "|Noknown
Caipuraly induzlilal Puik Maku public wouldnt have dona Wcigusu yal
Conlur infrastruclure 1he project without
inprovemenls lax Inciemant
and prapare linancing
projact sile.
Kansas City  |2/21/08 " |Enisgilsa 2ang Moadowlaik 7 [Apdiiments, T |s56 acias $29.050000 M Planned Uses:  |Nai Issued Yel | Tha developer 17337 N T —
Oftico, und Acqulre piajuct wouldn have done biciossu yol
Ollice sile and grade tha project wilhout
Waroliousa and prepare site lax Incrainent
linancing.
Kansas City | (2/7/95 Biightod Area MiCarmal ~ [How Housing |40 acias Privale Planned Usa: Temporary Tha project area $81.094 Ho knawn
Davolopiment consliuclion Make public Hualas a didn1 lend ltself 10 Licioase yal
casls= Wliastucture $250,000 successiul marasling,
$3,584.000 impravemants of lntill hausing.
Public costs =
Tobw
delsnnined
Kensas ity [10/s/g8  [diighicd Amea " W ronia T | Gombinsion 798cros Privala Planned Uss: Nong althis | Tha daveloper §572579 |Noknown -
tuhabultation ol constiuction Make public lime wouldn't have dona biciuvase yul
oxlsling homaes cosls = wdiastiuctiuie ha piojed willout
and nuw kanll $5,813,000 inpravemuoils. lax increment
liousing Pubilic cosls = linanclng.
To ba
daterminad
Kansas Cily ~ |2/T2ior ™ | Erarprisa 2ons Wasdaad ™ |industrial " | 7o TAzies §27500.000 W Acquisiion and [Nl Tssued Yol |Tia Cavalopar $1088 [Hakmown
Duovolopment sila pruparalicn wouldn' hava dona Wiadsd yul
1he projodt without
tux Incremant
financing.

Kansas City | Dislrict in Biighted Area All'Amarica Cily |Raw Housing  |50.5 acios $8.500000 [ Planned (ises: |Hone el this | The daveloper Unknown No known
place, but City Inful Subdivislon Acquire projecl  flime wouldn hava dona lncisaca yol
didn'l hava Hedavulopment sila, relucals the project withoul
axact dala at Distilut owners and lax Increment
tima of this raskdants, linancing.
roport. damalish axlsting n

i stiucturas and

TrcneT

" [Hona
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The following tables list Counties and Cities
QUALIFYING UNDER
HB 2590

Total Qualifying Counties: 33
Total Qualifying Cities: 333

Below are Counties qualifying under HB 2590
because their population is less than 25,000

ALLENC
. ANDERSON COUNTY

{ATCHISON COUNTY

:BARBER COUNTY

'BOURBON COUNTY

'BRCOWN COUNTY
. CHAUTAUQUA COUNTY ™™™
T HEROKEFCOUNTy'"“”“
ECHEYE\JNE COUNTY
"CLARK COUNTV
;LLAY N
‘CLouD¢ coumv
.COFFEY CL

: UN
T
e
?'E'J'é'ﬁiiﬁ'rié}i'rii"Etﬁi'ji%ﬁ"\?'“"""""”""

VVARDS COUNT( e .,M,.,,...,.V...i..._....._..........A._............

S TR CCL;NTY

erANKuN COUNT
'GGVE COUNTY
AR AR
bt —

i.é.ﬁ.éétév..éé.[jﬁﬁ;?........---.-..--...........2............................--.....

GREENWOOD COUNTY

SRR
RSN EBR ™
JEFFERSON COUNTY "

. I vane TY .----..-.................---"-..--u-Auu........u............—

- JEWELL COUNTY
KEARNY COUNTY 777

KINGMAN COUNTY
' KIOWA COUNTY
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LABETTE CQUNTY 23148
TR B
R B e
BB ewmov
ot oy s——
B e
MARSHALL COUNTY : TTI1E7
e e
MIANT COUNTY
RTEREL COUNTY T ™55
MORRIS COUNTY ™
'MORTON COUNTY"
:NEMAHA COUNTY™ :
T R S 2
‘NESS COUNTY
NORTON COUNTY . ;
T
T A e
e et

' PAWNEE COUNTY -
BTG BEORTY """ 5551
[POTTAWATOMIE COUNTY ~ "+ "17407
R AR
* S —
REBUBLIE BOURTY
e S
ROOKS COUNTY ™ ‘
T R
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SEOTFEBURRy s
R S
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e T
T (e e
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e —
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Below are Cities
qualifying under HB
2594 because their
population is less
than 40,000 and are
in Counties of less
than 60,000

BILENE
ADMIRE
AGENDA
AGRA
e
-
T

ALTAMONT :

e
_ALlOONA,............_i........A._.A._J
ERTRE
IANDOVER
AANTHONY 7172378

ATEHIESN
ATHOL

ATLANTA : _
ATTICA ™ TTTTTTE3G!
ATWCGOD o iTEaz
T o
"
BRI
BRI
‘{'é'b'{ﬁﬁ;'é:‘r" """"
BASSETT T

‘, BAXTER . N Y

SPRINGS .
BAZINE T
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'BROOKVILLE

BURDETT ™™

. CEDAR vl
| CEDARFOINT 36
CEDARVALE
CENTRALA ™™ '
RN

‘ R T
‘BELLEVILLE
P et S
g

BELVUE ‘ :
SRR i

S ——
g'"c:"i—'i)&Uﬁ‘)i’UEj'

CHERRYVALE
CHETOPA™ :
e A

‘BENNINGTON | 590:

CIRCLEVILLE

.BENTON ©724

‘CLAFLIN

EDMOND T34
‘EDNA 438

‘BERN ET:v)

‘CLAY CENTER |

‘BEVERLY F122:

BIRDC]TY ................................

................................

:BLUE MOUND
BLUE RAPIDS ™1 1135;
BLUFFEITY

:BREWSTER
BRONSCN

éEucmuw o
BOEEAS

. BURLINGAME

g'BURuNGTON""'““'""“""”
SUENE

‘BURR'OAK
‘BURRTON
80U
SRR
SRS
TCALDWELL ™™ .
.CAMBRIDGE {57!
e
CANTON 7%
'CARBONDALE i
{CARLTON 39
‘CASSODAY | 120
[CAWKER CITY ¢ 576!

1667

{COLONY ,‘
corEREE
e S
R

‘CooLIDGE ™
‘COPELAND ™
‘CORNING ™

{COURTLAND :

E'CULLISON .

DAMAR ™
BANVILLE™™
DEARING ™ :
%’DE RFIELD

BELBHEE

[CCAYTON T

SPRINGS ...

COTTONWOGE 788!
‘FALLS : :

INGHAM

e

e ™
DIGHTON
‘DODGE CITY
' DORRANCE ™ :
BOUSTREE ™ 456

(EFFINGHAM 577
.EL DORADO
ELBING

{ELGIN

ELK CITY i
ELKFALLS 24
T ———
ELLINNEEE 352

E?'ES&RIDG:"""""'f"""' :
BB g
EEREST
RSN T 58
FALLRIVER™

‘FL

T o T —
e e
B
e T
ENGLEWGSD ™

..Fué-ﬁ;f;&ﬁ;&u.w..".....::.......1 36.

EGRE
FORMOSC g5,
SRS e
“FOWLER

-FRANKFORT

\ﬁ-R—é -D-ékﬁia.k“n- A -
'FREDONIA 7725

‘FRONTENAC 5
L i w0
T




'HERINGTON ¢ 2643:  UACYGNE 121:  MARQUETTE 550
s R CRRARFE ™45 WARVSVILLE
GARDENCITY 24802 [HESSTON ™ | U258 MATREELD T .
GARFIELD Y HIAWATHA™ MAYETTA T
GARNETT HIGHLAND

: : : MAYFIELD Y
:GAYLORD

'HILLSEORG 7} 2880:  (LATHAM 7203, McCUNE

‘HOISINGTON | 3246:  LATIMER T MCBDONALD
‘HOLCOMB ™1 71823:  LEBANGN 7368 McFARLAND
‘HOLLENBERG ™~ "26:  [LES0 T908:  McloUTH T :
........................................................ T et e IR e

'GENESED

{GEUDA
SPRINGS ]
GIRARD :

gGLADE

HOLTON

...............................

HORACE ‘ :
RERBR 115
e

e
W
L IMILTONVALE g0
274;  WEST MINERAL 240!
""""" TMINNEAPOLIS ‘é""'ﬁ"ééi"o"é

SRES A5

. GOODLAND
(GORHAM T
e
GRAINFIELD™

LIBERAL
;'LIBERTY
: ENTHAL

HUBSGN
HUGGTON ™
E'H'Uii);‘é’c’jtﬁf"'
;f'HUNTt:R
R 7
S e
NGALLS
AR
.
ASABELTTTTTT :
JAMESTOWRN
JENNINGS ™
[JETMORE

‘LINCOLNVILLE
LINDSBGRG
RN __
LITTLET RIVER ™ ""536.
LOGAN
LONEBLM ™
LONG TSLANE

EMONTEJ_UMA
SR 5
MORGANVILLE BETTH
}'MORLAND TTTTTTO48:
: MORRILE™ 383!
‘LONGTON™ f'MORROWVILL.E'T""""fé'i'@
RN B
[ BSTSPRINGS T 50: MOUND CITY ™

LOUISBURG
U

[GRINNELL ™™
e e
e
HALSTEAD
HAMILTON ™

:iﬁéﬁ;q““ﬂa JOHNSEN ity
5 : e IJUNGTION €F

TARSTNER e KANGPGLIS ™ EYg
e g IKANORADO i 281: : bt s BOOR. W8 s
Lo e LT RENSINGTON ™ igE WACKBVILLE T it S WO
i eina: KINCAID | § 183;  iMADISON | B78; A
:igg\ﬁﬁ 22; ?KINGMAN 3302 ;KAAHASKA o 130: :ﬁ::C'LLE
e 502 KINSLEY ©1785:  MANCHESTER ;:
HAVANA - ‘ : NATOMA

KIGWA™ 179280 MANKATS ™™g
‘HAVENSVILLE ; : _NEODE::HA

KIRWIN T B
DAVILAND 025 siies NEGBHU ;147
HAZELTON 30 AREESE ™7 13841 NESSC’W
‘HEPLER ; 11 ',‘ "NETAWAKA

2488: MCQUND

'MOUNDRIDGE ™ "1588!
MULBERRY 530!

MUV

MAPLETON
R
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NEWN ALBANY 50
NEW CA MBRIA 165

;NORCATUR TR

PLAINS :
BRI ™3
\PLEASANTON 5
FONONA ™ TitT
EERTIE
T s w5

'SEDGWICK

"VICTORIA
:.ViNlNG S N

NORTH TTTi3Ea
‘NORTON i

POWHATTAN ~i103:  |SELDEN

VIRGIL

'PRAIRIE VIEW | 101:  iSENECA

NORTONVILLE ™ 570:

‘WAKEENEY

PRATT . 6701. SEVERANCE

NORWICH _ _
AR5
e

{OBERLIN :
B
R

B
P

OLSBURG 207
P e
R |
OSAGECITY

; OSAWATOMIE

OTTAWA
?OVEQBF&OOK
OXFORD ™™
CZAWKIE™
B
BALMER T

PARKER
PARKERVILLE
BARSENE TS,

BAXIEO 1
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The foilowing tabies list Counties and Cities NOT

QUALIFYING under HB 2590 y

Sedgwnck g

- Sedgwick
;COUNTRYSIDE """"""i""""""é'«'iﬁfjdohnson
éDERBY e e
DESETS 3475 Johnson
aas*ééF&wck :
‘448 Laavenwor‘th e
1383idohnson
County: Population: gEDWARDSV!LLE “"""""""""555"3;7Wyandotte
BARTON COUNTY 28897 EUDORA i, 2818 Dolglas
BUTLER COUNTY 55736
COWLEY COUNTY 37240 gGARDEN PLAINT : 916%Sedgw1ck :
e A 26933 ;AGARDNER ""'"""';"""""3{57"7"}"Johnsan
DOUGLAS COUNTY 88032
ELLIS COUNTY 26651 it T W . ——
FINNEY COUNTY 34726 HAYSVILLE ' ‘
FORD COUNTY 28477 Rl N
GEARY COUNTY 31099 {KANSAS CITY 144268 Wyandotte —
HARVEY COUNTY 31727 e, B2 Sedgwick
JOHNSON COUNTY 392272 LAKE QUIVIRA' ~1048: Jonnson &
LEAVENWORTH COUNTY 58853 LANGDON B8 Rero
LYON COUNTY 34704 [LANSING : 7967 Leavenworth :
MCPHERSON COUNTY gl ;f[ﬂWﬁiéi\']'C"Ew'""'"""""""”""717212'Dcuglas
MONTGOMERY COUNTY 37706 LEAVENWORTH 777742250 Leavenworth
RENO COUNTY 52551 LEAWGOD 24852 Johnsan T
-] o LECOMPTONBBZDouglas
SALINE COUNTY pocd T e s 3
SEDGWICK COUNTY 420037 ORI B
SUMNER COUNTY 26436 ;MANHATTAN 438365P0ttawamm

Total Non-qualifying Counties: 22

Total Non-qualifying Citics: 74

Below are Counties not qualifying under HB 2590
because their population exceeds 25,000

WYANDOTTE COUNTY 155072 i_V*Nf-‘: I _Hjﬁ?ﬁj?ecgw'ck N E
MERRIAM 713095 Jonnson |
‘MISSICN 9145 Johnson

Below are Cities not qualifying under HB 2590 because MISSIONHILLSSBEEJonnson
their population exceeds 40,000, or because they are in -
Cuunm.s w1th nopulations greater than 6[) (}0{)

‘MOUNT HCPE - Seagwick
'NICKERSCN 7484

ZReno :
ARLINGTON 777 _ : : 55 s0 :
AUBURN 125225 :Bﬁrﬁun
BELAERE"ﬁ* - : T
i A 2‘2056‘40””50“
BONNEQSP‘?!NGS : S

"':'W'?aﬁd'dtfé"'"""""""“"":
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40471 Johﬂson

SHAWNEE
SILVERLAKE 71 145638hawnee h
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SSYLVIATTTT : 317 Reno

;TONGANOXIE 3100 Leavenworth :
TOPEKA1 ‘0645 Shawnee._.
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Cax Increment Financing #

SUMMARY: The Joint Committee on Economic
Development recommends the introduction of
legislation to apply tax increment financing to
the development and renovation of housing in
rural areas of Kansas experiencing housing
shortages. Specifically, the proceeds of special
obligation bonds could be used to finance
certain public improvements in support of
housing projects. The bonded indebtedness
would be repaid from tax increments and other
specified sources.

BACKGROUND

Statutory History. Tax increment financing
(TIF) was initially enacted by the 1976 Legisla-
ture to aid in the redevelopment of blighted
commercial areas of central cities. The law was
subsequently amended to extend that applica-
tion to: central business districts (1979); certain
enterprise zones {1982); redevelopmentdistricts
(1989); environmental contamination areas
(1991); conservation areas (1996); and major
tourism areas (1993 for the Oz Theme Park and
1997 for other areas).

Definition and Purpose. TIF is a statutory
procedure available to cities in Kansas to en-
courage the redevelopment of areas that are
blighted, at risk of becoming blighted, or envi-
ronmentally contaminated. Redevelopment is
encouraged through cities sharing with develop-
ers some of the financial responsibility associ-
ated with the redevelopment project. Cities
may coordinate with non-governmental devel-
opers to undertake redevelopment projects in
central business districts and other areas that
meet statutory criteria. Such projects may
include acquisition of a site or sites and existing
structures thereon, razing such structures, under-
taking infrastructure improvements adjacent
thereto, and related public parking areas.

Bonds. Financing is available from the
proceeds of bonds issued by the city. Such
bonds are primarily secured by the incremental
increase in property valuation and increased
county franchise fees and sales taxes within the
redevelopment district (described below) as a
result of the rehabilitation. However, these
bonds, under certain circumstances, may be

#* H.B. 2590 accompanies this report.

general obligations of the city. The city may sell
or lease property acquired for redevelopment
purposes to developers, but may not {(with
limited statutory exceptions) finance with bonds
the construction of or improvements to build-
ings or structures to be owned by developers.

Tax Increment/Method of Repayment. The
primary source of repayment of the bonded
indebtedness is the tax increment generated
from the redevelopment project. The assessed
valuation of all property in the redevelopment
district is frozen for tax purposes for up to 20
years. Throughout the construction process and
after the project is completed, the developer is
required to pay property taxes based on the full
value of the property and not just on the value
that is frozen at the time the redevelopment
district is established. The difference between
the two—the improved property and the prop-
erty prior to improvement—is known as the tax
‘increment.” Tax increments are placed in a
special fund until the project has been com-
pleted and the bonds have been repaid.

Redevelopment districts may capture tax
revenues from cities, counties, and school
districts.  However, redevelopment districts
established on or after July 1, 1997 may not
capture any of the statewide school finance
formula levy. A 1996 amendment to the TIF
statutes allows cities to negotiate a pledge of
only a portion of a tax increment to a redevelop-
ment project and to dedicate other revenues,
such as sales and franchise tax, to finance TIF
projects.

Redevelopment Districts. A city is statuto-
rily authorized to craate a redevelopment district
in accordance with certain statutorily prescribed
procedures (outlined below). A redevelopment
district must be located in:

1. an enterprise zone established prior to july
1, 1992, including areas added in the enter-
prise zone that are of statewide importance
(tourism areas);

2. ablighted area that substantially impairs or
arrests the sound development and growth
of the municipality, or is a menace to the
public health, safety, morals, or welfare in
its present condition and use because of a
majority of factors set forth in statute;

3. aconservation area that is an area in which
50 percent or more of the structures has an
age of 35 years or more; this area is not yet
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blighted but may become blighted due to a
number of factors set forth in statute;

4. an environmentally contaminated area
within and outside of a city; or

5. a major tourism area.

Procedure for Project Implementation.
Prior to undertaking a redevelopment project,
the city should do the following:

® adopt a resolution stating it is considering
creation of a redevelopment district;

® give notice thataredevelopmentdistrict will
be established;

e hold hearings on the establishment of the
proposed redevelopment district (the rede-
velopment effort may be impeded if a
county or school district adopts a resolution
within 30 days following the conclusion of
the public hearing determining that the
proposed district will have an adverse effect
on the county or school district);

® pass a resolution making appropriate find-
ings and pass an ordinance establishing the
redevelopment district;

® develop a redevelopment plan for the rede-
velopment project area, including certain
prescribed items;

® have the planning commission find that the
redevelopment plan is consistent with the
comprehensive general plan for develop-
ment of the city;

® adopt a resolution and give notice that a
redevelopment plan will be adopted;

® hold a hearing on the adoption of the rede-
velopment plan, to be passed by not less
than a two-thirds vote of the governing
body; and

® issue full faith and credit bonds or special
obligation bonds to finance the redevelop-
ment project. Full faith and credit bonds
may not be used for projects of statewide
importance (e.g., Oz Theme Park).

A city may proceed to acquire property
within the redevelopment district by purchase or
eminent domain (except for a district in a con-
servation area) and implement the redevelop-
ment plan. (The background information in this
section was extracted from Overview of Tax
Increment Financing in Kansas, Memorandum
to Joint Committee on Economic Development,

Joe Norton and Gary A. Anderson, September
16, 1997; Economic Development Tools for
Kansas Municipalities, League of Kansas Munici-
palities, 1997; and Reviewing Tax Increment
Financing in Kansas, Part I: An Inventory, Legis-
lative Division of Post Audit, February 1997.)

COMMITTEE ACTIVITIES

Concerns with TIF. The Committee devoted
a portion of its meeting in September to hearing
several presentations on the statutory provisions
for and implementation of TIF in Kansas and
other states. Conferees included: Joe Norton
and Gary Anderson, Gilmore and Bell; Sharon
Patnode, Legislative Division of Post Audit;
Butch Hardman, Hardman Real Estate (Parsons);
Chris McKenzie, League of Kansas Municipali-
ties; Art Brown, Mid-America Lumbermen’s
Association; Gary Carlson, Leavenworth Area
Development Corporation; and Ernie Mosher, a
lobbyist for the City of Topeka. The Committee
also reviewed at a meeting in October legisla-
tion drafted by Mr. McKenzie at the request of
several Committee members.

Concerns expressed by conferees include
the following:

® There is presently no financing mechanism
that can be used to encourage development
of single-family middle and upper-middle
priced housing in smaller communities in
Kansas; TIF can only be used for specific
regions of a city.

® The procedure for implementing TIF in
Kansas is complex and consequently dis-
courages use.

® TIF districts may no longer receive any of
the additional incremental growth from the
mandatory school levy; therefore, less reve-
nue is available for future TIF projects than
would have been the case prior to July 1,
1997.

® The veto afforded counties and school
districts with respect to establishing redevel-
opment districts has the effect of discourag-
ing use of TIF.

® Counties and school districts are not af-
forded the opportunity to veto individual TIF
projects following establishment of the
redevelopment district.
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Proposals for Expanded Application of TIF.
In his presentation to the Committee, Mr.
Hardman proposed the expansion of the TIF
statutes to allow housing projects to be financed
that:

® are presently on agricultural land, adjacent
to the city, and not served by sewers;

® have limited water supply; and

® agree t0 be annexed to the city prior to any
TIF funded infrastructure construction.

Mr. Mosher explained that TIF was not
originally conceived as an economic develop-
ment tool but rather as a means of revitalizing
poor and deteriorated areas. He suggested that
the Committee consider new legislation and not
amend existing statutes if the intent is to encour-
age residential development in undeveloped
areas outside cities.

Mr. McKenzie's proposed draft legislation
nad the intent of accommodating both Mr.
Hardman's objective and Mr. Mosher’s concern,
as expressed in their presentations to the Com-
mittee in September. That legislation, known as
the Kansas Rural Housing Incentive District Act,
would apply TIF to the development and reno-
vation of housing in areas of rural Kansas cities
and counties experiencing housing shortages.
Specifically, bond proceeds could be used to
finance certain public improvements in support
of housing projects.

An eligible city must have a population of
less than 15,000 in a county with a populaticn
of less than 25,000, Cities or counties may
designate rural housing incentive districts. The
process used to establish such districts would be
streamlined from the TIF process outlined
above. The Secretary of Commerce and Hous-
ing would have to agree with the city or county
that there is a shortage of quality housing war-
ranting such financing. The city or county
establishing the district would be authorized to
issue special obligation bonds but not general
obligation bonds, as authorized by existing TIF
law. Moreover, the maximum maturity of the
bonds would be 15 years, and not 20 years as

authorized by existing TIF law. The bond
proceeds proposed in the draft legislation may
be used for many of the same projects as bond
proceeds for TIF projects; however, differences
exist to reflect the specific infrastructure needs
of housing projects. In contrast to existing TIF
law, the draft legislation contains no provision
for governing bodies to exercise eminent do-
main to implement a project. Property may
only be purchased or otherwise acquired for
that purpose.

CONCLUSIONS AND RECOMMENDATIONS

The joint Committee on Economic Develop-
ment recommended the introduction of legisla-
tion adopting, with several modifications, Mr.
McKenzie's proposal for Kansas rural housing
incentive districts, summarized above. The
Committee notes that the recommended legisla-
tion should not amend existing TIF statutes
because of the different objectives espoused by
TIF (urban revitalization) and the proposed
Kansas Rural Housing Incentive District Act
(residential development in rural areas).

The Committee’s modifications to Mr.
McKenzie’s proposal include increasing from
15,000 to 40,000 the population ceiling for a
city to participate in the program, and from
25,000 to 60,000 the population ceiling for a
county to participate in the program. This
population ceiling would have the effect of
excluding from financing eligibility the follow-
ing counties: Johnson, Sedgwick, Reno,
Leavenworth, Riley, Douglas, Wyandotte, and
Shawnee.

In addition, the Committee recommends the
bill require each city or county seeking designa-
tion of a rural housing incentive district to
submit a housing needs assessment with other
specified documentation to the Secretary of
Commerce and Housing. Consistent with TIF
law, the Committee’s recommended biil would
preclude school miil levy proceeds from repay-
ing bonds issued to fund projects in rural hous-
ing incentive districts.
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193
1997 County Population:
Descending Order
Sedgwick County ... 420037 Jackson County ......ocoovrieeeeecne 11624 Smith County ..o 4806
Johnson Caunty......cocooovviinii 392272 Marshall County .........cococermreevrneercenns 11271 Osoorne County........
Shawnee County ..........ccoeooveveennnnne 165122 Brown County ..o, 11031 Chautauqua County ..
Wyandafte County ........... s 185072 Cloud County ...oceeieceiec e 10516 Meade Caunty ......ccovvecrirrececeene
Dougfas County .......ccecevvvvrerennnee...... 88032 Nemaha County ..........ccooeeeevevncnenen... 10443 Keamny County ....c...oooovvvencnicerieenne
Riley County......cmsmsmmnias F31 10 E1Te R 6o 1 ————— 10321 Woodson County ..
Leavenwarth County ........................... 68853 Wilson Caunty......cooceeureeevececnne 10314 Haskell County......
Reno County..... Ly Pratt County...cumnmamsmimmmsmis 9605 Jewell County ...

BUtler COUNYY ..o camsnsisvsssmisasivens DI S0 Clay County ......... SR — 9266 Ness Caunty .....

Saline County ......ccoveerveeerieeeceen 51424 Coffey COUNtY ..o 8651 Kiowa County....

Montgomery County..........ccccoovvvvrnnne.. 37706 Linn GoUntY (i i 8571 Decatur County....
Cowley CouNty ....oooeeeeeereeee s 37240 Kingman County .. verne. 8469 Rush County.........
Crawford County .......coooooeriene. 36333 Thomas County ........cceveeeeermrcrerernncrces 8341 Edwards County...

S ddeedbabdIb I RBRTNLL

Hlay IOVAR0TV, | S — 24726 Greenwood County .........oceceveerininan 7995 Trego County .......

Lyon COunty ..o 24704 Anderson County .........cooeeveeeeecnurinnnnns 7905 Lincoln County .....

Harvey Counfy ... 1727 Pawnee CoURtY ... 7721 Morten County .....

(€)= T R 87T T ——— 31099 Grant County ....... p—— L T Graham County....
Barton County.......cocoeeeeveveccnceeen 28897 Russell County.........c.cccoovevevveeecnc..... 1668 EIK COUNEY wvoeeeee e
Ford: Countyie s mmnmamd 28477 Doniphan County ........cccovoveevieeee... 7625 Rawifins County ......ccoovveimieeeeen
Mcpherson County 28101 Mitcheil County ........coevoeecievirieieeennn.. 1080 Cheyenne County ........

Ellis County ......... i 26651 Sherman County ..... comsmnmanes 0086 Gove County...............

Sumner County ..o 26426 Washington County ......cccccovvvvnee sewssnnaDO10 Logan County ..o
Miami County.......oooo s 24722 Harper County ..o, 6694 Chase Caunty ..o 2

Franklin County.... 23208 Wabaunsee County..... Wicnita County.........
Labette County .......ccoovvrevmrmneecnen 23143 Ellsworth County .......ccoeveceiccicccinccnncs Sheridan County

Cherokee County ..... e 22064 Phillips County........ccouevemiveierrrennieniienens Clark County............
Dickinson County .....coooveeereeen, 19726 Moris County ..... Lane County ............

Seward County ..o 19123 Republic County Hamilton County
Pottawatomie County ............co............ 17407 Rooks CountY ..o s Stanton County ..o

Neosho County ..o 16967 Norton County.........cccevi o HOAgaman ...
Jefferson Caunty.............................. 16822 Ottawa Couniy ............ Comanche County ...

Atchison Caunty..........cccoccevnininnnn 16755 Barber County..... Wallace County.........

Osage County................... v 16325 Gray County ............... Greeley County ...

Bourbon County: «usamessmmmiinas 14863 Stafford County........... :

Allen County ........
Marion County

... 14794 Stevens County ..........

TOTAL S 2560011
13077 Scott CoUNY .ooeee e

SPBEBERILL 88880800

League of Kansas Municipalities
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800 WESTPORT ROAD = KANSAS CITY, MO 64111
PHONE 816-931-2102 FAX: 816-931-4o./

MID-AMERICA LUMBERMENS ASSOCIATION

TESTIMONY FOR THE SENATE COMMERCE COMMITTEE
H. B. 2590: CREATION OF THE RURAL HOUSING INCENTIVE DISTRICT ACT

March 13, 1998 Room 123-S

Madame Chair, members of the committee, my name is Art Brown. I stand before
you today representing the retail lumber and building material dealers through the
Mid-America Lumbermens Association as a supporter for the implementation of HB
2590, the Rural Housing Incentive District Act.
To our rural members, this is agenda item number one for the 1998 Legilsative
session. I am glad to see this committee finally get a chance to listen to this issue.
For the last two years, the House of Representatives defeated this measure, once in
committee, and once on the House floor. Possibly Madame Chair, as the old
saying goes, the third time may be the charm. Let’s hope this third attempt
succeeds and provides the mechanism necessary to address the concerns of our
rural communities as it relates to their housing needs.
I'travel the State of Kansas when the Legislature is not in session. For years, our
smaller communities have stressed the need for more housing in their communities.
This bill will not be a cure all to develop this needed housing, but it certainly can be
a useful tool to assist these areas in addressing this concern.
I'would like to point out some features of the bill that we feel improved prior
attempts to pass this legislation so that this year, the House passed this bill
Jfavorably on a 116 to 6 vote.

Senate Commerce Committee

Date 3‘/5"?00
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IN PARTNERSHIP WITH THE NATIONAL LUMBER & BUILDING MATEFAttachment # 52~ / L5



pg 2-Testimony on HB 2590-Senate Cormmerce Committee-March 13-1998

First, we would support the numbers for the population requirements for both the
City and the County. Because of these population limits, only the States true rural
areas receive the benefits of this bill. This is one of the improvements over the prior
years legislation. You now have a definite target ( 60,000 in counties, 40,000 in
cities) established for this type of assistance.

I call the Comrmittee’s attention to lines 35-43 of page 4 and line 1 of page 5 of the
bill. 'The oversight of those three entities, the board of education, the governing
body of any city located within three miles of the proposed district and the board
of county commissioners should ease concermns that nervous Legislators have about
granting this authority to their local units. Be very honest with yourselves. If you
can get these three entities alone to sign off on this matter, how could anyone not
connected with that particular muncipality argue with the wisdom of that decision?
Unlike last years “TIF” bill, property is acquired in a voluntary manner, (K.S.A. 12-
1777 attached to testimony) not by eminent domain. Again, an improvement over
prior legislation that was implemented to address those who had serious concermns
about the way land is acquired. Note that there is a 15 year life on Special
Obligation Bonds that is another improvement from prior proposals which called for
the issuance of 20 year General Obligation Bonds. This was another concemn that
was addressed in this bill.

The approval of the housing analysis as stated in New Section 4 of the bill starting
on page 2 line 8 by the Secretary of KDOC&H is also required along with public
hearings. This approval from the Secretary is a new provision that was not part
of prior legislative efforts. We feel this to be another excellent safeguard as it
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pg 3- Testimony on HB 2590-Senate Commerce Committee-March 13, 1998

lends additional legitimacy to the needs for housing in the impacted areafs).

Every attempt is being made in this bill to communicate to the citizens in
communities that are studying the financing aspect of this proposal, what the
impact to them will be, and that they will have a chance to express their views at a
public hearing. This sounds like Democracy in action to us. We hope you feel the
same way.

I would close with some thoughts for you to consider. This is not A BUSINESS
ISSUE, RATHER IT IS A COMMUNITY ISSUE! I am not going through the
alphabet soup of communities in Kansas that have built new retail building
material facilities, or improved the ones that they had. You know who these people
are if you live is such a community, and you have an idea of the size of investment
they have made to their business.

I can assure you, they had no intention of making this investment with the idea the
people in their communities would run to Lowe’s, Sutherlands, Builders Square
and the like. Their investment is in their community, with the dollars being spent
with them staying in that same community. In almost all cases, these folks are
good corporate citizens, and they have made these improvements to their physical
plants, or built new ones with one thought in mind-- they want to see their
community grow. No matter which side of the aisle you sit on the floor of the
Senate, you want to see your community grow if you are impacted by this bill.

To us, it is safe to say that this is an idea whose time has come. For three years
we have listened to the concemns of those who have been opposed to this concept,
or who wanted to see a better way to implement this policy. We also wanted to
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pg 4- Testimony on HB 2590-Senate Cormmmerce Committee-March 13, 1998

ansuer critics who felt there was no need for such a tool to create housing in these
areas. The product you see before you is a culmination of such an effort. For our
Associations behalf, we cannot express enough appriciation to Chris McKenzie, who
is the architect of this bill. He may not have been on our dance card when the
music started, but his efforts to craft this piece of legislation you see before you is
a demonstration that the League of Kansas Muncipalities is in concert with us and
certainly the efforts of the Kansas Association of Realtors in addressing this

most important issue to our members. I would be remiss if I did not also mention
Butch Hardrman, Hardman Real Estate, Parsons, whose presentation to our State
Committee two years ago along with his energy and dedication over the past few
years has been a driving force in bringing this legislation, and the proponents of
this bill together. We are here before you today because of his efforts.

We hope as a Committee you can see the need for passage of this bill. Again, it
will not be a “cure all” for all the housing needs in our rural communities. It will
however, provide an excellent tool for many comrmunities to move in that direction.
We ask, Madame Chair, that you and the Senate Commerce committee pass HB
2590 favorably and start this bill towards a rewarding ending with passage from
the full Senate.

I thank you for your time in presenting our memberships viewpoint on this issue,

and would stand for your questions or comments.

2%
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- 12.1777. Relocation assistance plan. Be-
fore any redevelopment project shall be initi-
sted under this act a relocation assistance plan
shall be approved by the governing body pro-
posing to undertake the project. Such relsca-
Iim assistance plan shall:

(@) Provide for relocation payments to be
-ﬂe to persons, families and businesses who
move from real property or who move persunal
poperty from real property as a result ot the
:qulsltlon of the real property by the city in

emTying out the provisions of this act;

M prov1de that no persons or families re-
g in the redevelopment district shall be
unless and until there is a suitable

Beusing unit available and ready for occupancy
by such displaced person or family at rents
within their ability to pay. Such housing units
shall be suitable to the needs of such displaced

: or families and must be a decent, safe,
mmitary and otherwise siandard dwelling; and
#{) provide for the payment of any damages
mstained by a retailer, as defined by K.S.A.
®3702, and amendments thereto, by reason
ff-the liquidation of inventories necessitated
by relocation.

EBistory: L. 1976, ch. 69, § 8; L. 1988, ch.
.88 Jan. 1, 1989.
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March 13, 1998

Senate Commerce Committee

RE: Rural Housing Incentive Districts
Dear

I apologize for being unable to present my testimony in
person. I have commitments I am unable to change, however, I
still feel strongly about the need for the Rural Housing
Incentive Districts as presented in HB 2590 and I hope my absence
is not interpreted to indicate any waning enthusiasn for this
proposal which I have worked so hard on for so many years. I
commend you and your committee’s endurance as we fine tune this
proposal into something that is acceptable to the entire
legislature.

I believe the Rural Housing Incentive District legislation
‘before you, if enacted, will help to spur housing construction
throughout Kansas. We are facing in Parsons, not unlike many,
many communities across Kansas a shortage of family housing for
sale to those seeking middle to upper middle priced houses.

The single family mortgage revenue bond programs sServe their
very specific purpose to persuade people who have not owned a
residence in the prior three years to buy a house. Such
restrictions, including household income and house price limits
are not helping communities fill the housing needs of those who
cannot meet the requirements of the SFMRB financing.

In looking at the Kansas tax increment finance (TIF) law as
a2 way to "make something happen" it has become very apparent the
current law limits the use of such a tool to blighted areas and
pre-July 1992 designated enterprise zones. TIF does not
currently allow such financing to be used to develop re-develop
areas which are unable to meet the blight test set forth in the
law.

RESIDENTIAL e FARMS o COMMERCIAL = NEW CONSTRUCTION

Senate Commerce Committee

Datej—/S——QX
Attachment#g_l j, 3 - 5
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It is my belief and that of others who are now joining me in
this effort that home building can be measurably boosted across
Kansas if the community can use the incentive provided by TIF to
finance such public infrastructure as sewer, water lines, roads,
street lighting, traffic signals, ete.

The bill before you provides sufficient "safety valves" to
prevent abuse:

T The Secretary of Commerce and Housing would have to
agree there is a shortage of quality housing warranting
such financing.

2 The city or county would be authorized to issue special
obligation bonds, not general obligation bends as is
allowed under a regular TIF.

3 The longest maturity of the bonds would be 15 years,
rather than 20 years as under regular TIFs.
4. Contrasted to the regular TIF law, this bill does not

give eminent domain authority, the property can only be
purchased or otherwise acquired for the purpose.

5. The city, county and school district each have vete
authority over a proposed project.
6. School mill levy proceeds are precluded from being used

to repay bonds issued for these improvement districts.

Briefly, this is the way TIF works: 1in the area to be
developed, money for streets and other infrastructure needs is
raised with special obligation bond.

I ask you and your colleagues to once again, join me in
supporting this legislation. The State of Kansas is not
negatively impacted by the amendment and all of the controls
remain with the community’s units of government. It is strongly
believed that the availability of single family housing,
regardless of price, remains the principal obstacle for cities to
overcome if they are to be successful in creating and attracting
employment. This bill will give communities an even change of
winning the battle for jobs and tax base that are our life blood.

Suitable sites for single family housing are invariably not
found in the developed areas of a community but more often on the
outskirts. This amendment will allow a community to "partner" in
a way, with builders in an effort to reduce, to a small extent,
the cost of stretching water and sewer lines and building roads.

Our region must appropriately address housing issues if we
are to continue the successful economic rebirth we have
experienced over the past few years. Housing issues continue to
rank as one of the biggest reasons we, at times, are not able to
lure new, or grow existing businesses and opportunities these
businesses create for the citizenry of our area. The proposed
bill will create a better opportunity to solve the housing issue.
I feel that your support is critical for the long term well-being
of our area. :



Your support would be very much appreciated by myself and
others concerned about our ability to successfully continue the
advancement and in the guality of life in our region over the
past several years.

Thank you!

Sincerely,

@O_/m)a g @r/(‘/) )

James L. (Butch) Hardman, Jr.
CRS, GRI
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RE: KANSAS RURAL HOUSING INCENTIVE DISTRICT ACT, HB 2590
DATE: MARCH 13, 1998

Thank you for the opportunity to testify today. On behalf of the Kansas Association of REALTORS®, I come
today to ask for your support of extending tax increment financing to the development and renovation of
housing in rural areas of Kansas experiencing housing shortages. We believe the legislation presented in HB

2590 is a workable compromise which answers many of the questions raised when this issue has been discussed
in previous sessions.

Our membership of over 6,500 members represents a major segment of our state's economy. Studies performed
by the NATIONAL ASSOCIATION OF REALTORS® show that home ownership contributes to community
responsibility, civic stability and family well being. It is still the American Dream to own a home.

Oftentimes, the legislature considers proposals which are geared towards providing "affordable" housing . We
ask you to keep in mind that affordable housing means different things to different people--clean apartments,
first homes, move up homes.

One key component of affordable housing is availability. We believe the ability for rural communities to
utilize TIF financing for building the infrastructure for new resid: ntial construction could be one of the
“missing links” for spurring the development of new homes in communities where development is not
occurring. If you create mechanisms for building at all levels of the housing spectrum, you leave room for
people to move up within that spectrum. Individuals who are in their first home move up to their next home,
presumably a larger one which costs more. They leave behind their first home for someone else to have a first
home, instead of renting a house or apartment. The family who moves into their first home opens up the rental
apartment or home for another family to move into. This is how the housing market flows.

A key example of how government can help facilitate this market flow is this Rural Housing Incentive District
proposal before you. By fine tuning the TIF statutes, you can set up an excellent mechanism for encouraging
rural cities and counties to become active partners in developing housing at all levels. It can be done by
creating new property tax dollars over time and without using additional state or local tax dollars to do so. In
the communities »vhich are struggling to spur housing development this method for financing infrastructure is
very attractive to all parties involved.

You have heard several times on this topic from one of our members, Butch Hardman, from Parsons. M.
Hardman is in court today and he is regrettably unable to be here and I have his written testimony for you. The
Mayors of Liberal and Hillsboro have testified in favor of these proposals in the past, because they believe they
could be used in their communities. They were both very torn that they would be unable to be here.

Over 200 persons from the public and private sector attended our Housing Development Symposium in
Hutchinso: in June of 1996. That program was a joint project of the League of Kansas Municipalities, the
Kansas Association of REALTORS® and the Kansas Department of Commerce and Housing. The
overwhelming response to the concept of having this legislative change was positive. It may not be used by
every community, but for many communities it is that missing link in the chain of homeownership. We ask for
your support of that opportunity.

Thank you again for the opportunity to testify. We commend you for your study of housing issues and stand
ready to assist you in any way you might need us. Senate Commerce Committee
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