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i! Minutes:Chair Keiser opened hearigl)g on HB 1457U
Rep. Carlson explained the intent of the bill. He explained the benefits for giving cities a break

{ on Renaissance Zones. They will get revenue from real estate tax, sales tax on fixtures in the

; buildings, and many contractors are hired.

‘ Bob Stein (City of Fargo): Supports with written testimony.,

Rep. Ekstrom: What do you call “downtown”? Stein said that for Fargo, that is from
University Avenue to the river and down to 9th St. Rep. Ekstrom asked if the rules are that it still

3 be contiguous. Stein said that would not change.

‘ Rep. Johnson: Who determines if any area is not progressing and what happens if the zone
moves because one area is not developing? Stein said this bill expands the area. If there is no
progression, the zone committee can stop it. But if a project is ongoing, they will not just stop
the project. Rep. Johnson then asked if most cities have a “downtown” area. Stein said most do

y have a defined area for one reason or another.
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Page 2
House Industry, Business and Labor Committee
Bill/Resolution Number 1457
Hearing Date February 3, 2003
Rep. Froseth: After some confusion of whether or not the language is 35 blocks or 35%, Stein
said he would like it amended to “blocks.” Rep Froseth then asked if they leave the zoning
location up to the planning commission. Stein said he believes that is correct.
Rep. Kasper asked for clarification on that this bill is for any city greater than 5,000 and Stein
said that yes, this is for all cities greater than 5,000; not just Fargo.
Rep. Klein: How do you determine progress is not being made? Stein said there is a review
done on the projects. Rep. Klein then asked if there is a timeline. Stein said there is not, but
teels they should add ‘““annual” adjustment.
Rep. Kasper: Asked if Stein has done studies on the positive impact this will have on ND in the
long term. Stein said no in-depth study has been done. They do an annual report on jobs created.
They feel that year 8 is about when the payback starts.
Rep. Johnson wanted clarification on the acronym CBD. Stein said it stands for Central
Business District.
Bill Wocken (City Administrator, Bismarck): Supports, although he has not talked to all
board members,
Rep. Johnson asked whether he has an opinion on 35% or 35 blocks. Wocken thinks Bismarck
would come out about the same,
Rich Gray (ND Dept. of Commerce): Neutral. Concerned with “downtown.” Renaissance
does not have to be downtown, They should look for opportunities. Would like it to be amended
to 35 blocks. 35 blocks is easier to define than percentages. In response to Rep. Johnson’s
eatlier question on whether or not development is occurring, Gray said that they have five years
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‘ Page 3
House Industry, Business and Labor Committee
\ Bill/l'{esolution Number 1457
o~ Hearing Date February 3, 2003

to develop. If it does not happen, you can move to a different block. But if one building is
progressing, the whole biock is considered to be “progressing.”
Rep, Severson: Is an annual review too soon instead of the five year review? Gray is torn on
that issue. You don’t want to jump from project to project too soon, but also do not want little to
no progress. Rep. Severson then asked what Gray’s opinion of the blocks v. percentages. Gray

‘ said that blocks is much cleaner.

Rep. Keiser then asked about small cities where 35 blocks could be 60% of the city. Rep. Keiser

i asked if we need to keep a percentage to make sure the entire town is not considered a

} Renaissance Zone. Gray said that we need to look at the intent. It was intended to make hard

* decisions. Not intended to be the entire city. You need to look at the opportunities for
development,

| Rep. Kasper asked if they should keep or get rid of the contiguous requirement. Gray said that

, goes back to the intent, which was a defined geographic area.

| Chair Keiser closed hearing on HB 1457
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2003 HOUSE STANDING COMMITTEE MINUTES
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House Industry, Business and Labor Committee
0 Conference Committee
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Minutes: Chairman Keiser: Let’s look at HB1457.

Rep. N. Johnson: Here are copies of amendments. We had questions in original bill. It talked
about not greater than 35% of the downtown. There was no definition of “downtown”. This
amendment changes that section to add one addition block to every 5,000 population. Look at
line 7 for the proposed Renaissance Zone.

Rep. Severson: I move a DO PASS on Amendments.

Rep. Ekstrom: I second.
Voice vote on amendments: Amendments Passed.

Rep. Severson: I move a DO PASS as Amended.
Rep. N. Johnson: 1 second

VOTE: 13 Yes 0 No 1 Absent. Rep. N.Johnson will carry the bill.
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\ P FISCAL NOTE

) Requested by Legislative Council
01/21/2003

Bill/Resalution No.: HB 1467

1A. State fiscal effect: /dentily the state fiscal effect and the fiscal effect on agency appropriations compared (o
funding levels and appropriations anticlpated under current law,

2001-2003 Biennium 2003-2005 Biennium 2005-2007 Blennium
General |Other Funds| General [{Other Funds|{ Genaral |[Other Funds
Fund Fund Fund
Revenues
Expenditures
Appropriations
18. County, city, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdlvision.
2001-2003 Bilennium 2003-2005 Biennium 2005-2007 Blennium
School School School

Counties Cities Districts | Counties Citles Districts { Counties Citles Districts

2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

HB 1457 alters some of the requirements for renaissance zones relative to the zone boundarles. Although it may alter
which projects are qualified within a zone, it Is uniikely that this bill alone will have any direct fiscal impact.

3. State fiscal effect detall: For information shown under state fiscal effect in 1A, please.
A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each rovenue type and
fund affected and any amounts Included in the executive budget.

B. Expendltures: Explain the expenditure amounts. Frovide detall, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detall, when appropriate, of the effect on
the blennial appropriation for each agency and fund affscted and any amounts Included In the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.
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PROPOSED AMENDMENT TO HCUSE BILL 1457

On Page 1, Line 9 of the blll after “blocks” Insert “at the rate of one additional

ock for each additional five thousand population to a max size of
thirty- cks, Population is to be determined from the most rece

ederal dicennial census.
On Page 1, Line 9 of the bill delete “if the proposed”

Delete Page 1, Lines 10 and 11 in their entirety.
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30611.0101
Adopted by the Ind
Titie.0200 Co n?mltteey ustry, Business and Laborzl b /03
February 4, 2003

HOUSE ~ AMENDMENTS TO HOUSE BILL NO. 1457 IBL 2-6-03

Page 1, line 9, replace "if the proposed" with "at the rate of one additional block for each

additional flve thousand population to a maximum size of thirty-five blocks. Population

Is based upon the most recent federal decennlal census"

Page 1, remove line 10

Page 1, line 11, remove "as designated by the governing body of the city"

Renumber accordingly

Page No. 1 30611.0101
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REPORT OF STANDING COMMITTEE (410) Module No: HR-23-1914

February 6, 2003 4:05 p.m. Carrler: N. Johnson
Insert LC: 30611.0101  Title: .0200

REPORT OF STANDING COMMITTEE
HB 1457: Industry, Business and Labor Committee (Rep. Kelser, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (13 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING). HB 1457 was placed
on the Sixth order on the calendar.

Page 1, line 9, replace "if the proposed" with "at the rate of one additional block for each
additional five thousand population to a maximum size of thirty-five blocks. Population
Is based upon the most recent federal decennial census”

Page 1, remove line 10

Page 1, line 11, remove "as designated by the governing body of the city"

Renumber accordingly

(2) DESK, (3) COMM Page No. 1 HR-23-1014
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2003 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, HB1457
Senate Finance and Taxation Committee
QO Conference Committee

Hearing Date March 10, 2003
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Minutes:

Tape Number

Senator Urlacher opencd the hearing on HB1457. All committee members are present. This bill
relates to criteria for renaissance zones,

Bob Steiner, Senior Planner, City of Fargo (mtr #87) - Testified in support of the bill, Talked
about the renaissance zone and how it applies to the City of Fargo. Also talked about the current
law its successes, boundaries and further needs for the renafssance zone. In the rennissance zone
some blocks are concentrated with renaissance zone projects and some blocks have just a single
project. Also see properties that should be in the renaissance zone but are not. Feel the
boundaries need to be adjusted because the zone has evolved. At this time zone edge disparity is
a problem. Have areas where there is the same use of property on both sides of the boundary.
Writien testimony is alluched.

Senator Seymour (mtr #452) - When did you first hear of the renaissance zone?

Mr. Stein (mtr #464) - 1999 was the first he had heard of renaissance zone.
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Senate Finance and Taxation Committee
Bill/Resolution Number HB1457
Hearing Date March 10, 2003

Representative Al Carlson (mtr #520) - The primary sponsor of the bill. Testified in support of
the bill and explained the impact of the bill. Has had first hand experience with the renaissance
zone and talked about how the program worked for his project and the resulting taxes generated
for the City of Fargo. Gave an estimated fiscal effect of 1.7 million for the next biennium for the
credits given. Multiply that by the number of projects across the state, doesn’t feel the state is in
the hole with this project. Hopes more cities take advantage of the renaissance zone. Urges the
support of the committee.

Jim Gilmore, City of Fargo (mtr #1090) - Testified in support of HB1457. Referenced a handout
(see exhibit A) that shows maps of the zone in Fargo.

Senator Nichols (mtr #1219) - Question regarding the areas with no development. What will
happen in those areas and why are they not developed?

Mr. Gilmore (mtr #1260) - Feels the renaissance zone incentive helps encourage people to take
on the difficult building. We see a greater investment because of the zone. We don’t want to see
areas outside of the zone as unimproved.

Senator Nichols (mtr #1329) - Regarding the changes in the bill, will it allow for a 35 block area
in the City of Fargo.,

Mr.Gilmore (mtr #1345) - Yes, it would.

Senator Urlacher (mtr #1350) - Do you see an encouragement in the development?

Mr. Gilmore (mtr #1369) - Feels it has been a driving force in getting more development,
Senator Wardner (mtr #1432) - Are you using the Tax Incentive Financing (TIF) in the

renaissance zone?
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Senate Finance and Taxation Committee
Bill/Resolution Number HB1457
Hearing Date March 10, 2003

Mr. Gilmore (mtr #1450) - Have used it on a couple of projects outside of the zone. May need to
use on large projects inside the renaissance zone. At this time it seems the renaissance zone has
been most helpful in redevelopment. Gave examples of using both methods.

Bill Wocken, City Administrator, City of Bismarck (mtr #1534) - Testified in support of
HB1457. Renaissance zone is a relatively new tool. Referenced the bill and the flexibility given
to the size of the zone. Acknowledged that cities redevelopment needs are different. The bill
uses population to forecast renaissance zone needs. With regard to TIF, the City of Bismarck's
renaissance zone is still relatively new, currently have two projects in the zone, one does include
TIF as well as renaissance zone financing, Talked about how the City of Bismarck used TIF and
renaissance together. Can be done but takes some work.,

Senator Nichols (mtr #1828) - Based on the area he is from, is concerned about the property tax
rich and poor areas. Understand that in the long run these projects are going to be positive, is
concerned about taking property off the tax roll in the short run, Is this made up for by property
still being assessed and all other taxpayers in the area picking up the taxes?

Mr. Wocken {mtr #1908) - In the beginning of the project, the rest of the district picks up the
subsidy of the renaissance zone project, but feels in the end the renaissance zone project pays
back that subsidy, and pays back in a larger measure. Local jurisdiction has the ability to review
the project. Also gave a detailed explanation of property taxes, tax amounts, and future values of
a property if not redeveloped.

Senator Syverson (mtr #2062) - In reference to the transitional areas, certain blocks are not

attractive for a renaissance zone project. If moved out of renaissance zone and another block put

in, what happens to the block taken out,
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Page 4

Senate Finance and Taxation Committee

Bill/Resolution Number HB1457

— Hearing Date March 10, 2003

Mr. Wocken (mtr #2142) - Have not had that experience, but can give an opinion on what he

thinks would happen, There are other options available to redevelop, and for some developers

those are better. If renewal 1s accomplished by another method, than that block can be taken out

of renaissance zone, and that tool made available to another block.

Senator Syverson (mtr#2274) - You are not concerned about blocks out of the zone becoming

more blighted?

Mr, Wocken (mtr #2305) - To take block outside of the renaissance zone, I would have to have

justification to take the block out. Something would have to happen on the block to change.

Senator Tollefson (mtr #2374) - How many renaissance zone projects are in the state?

Mr. Wocken (mtr #2400) - Not sure of that answer, Defer to Mr. Gray for the answer.

powerful tool

o Dave Anderson, private citizen (mtr #2445) - Testified in support of HB1457. Feels this is a

Jerry Hjelmstad, ND League of Cities (mtr #2525) - Testified in support of HB1457, Important

for cities to be able to maintain their downtown areas. It is a valuable tool and this bill will add

flexibility.

Richard Gray, ND Dept of Commerce (mtr #2591) - Currently have 72 projects in a renaissance

zone right now, The majority of projects are in Fargo.

Senator Tollefson (mtr #2667) - Restated that this bill would allow flexibility in all communities

for the development of renaissance zones.

Mr. Gray (mtr #2687) - Yes, we are giving the larger zones the ability to expand and create more

flexibility, The other benefit of the program is the flexibility in the timeline.
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Senate Finance and Taxation Committee
Bill/Resolution Number HB1457
Hearing Date March 10, 2003

Senator Tollefson (mtr #2851) - Referenced page two of the bill, in Minot, this would be
beneficial.

Mr. Gray (mtr #2910) - Yes, it gives more flexibility. Minot has a very good zone administrator.
Senator Wardner (mtr #2961} - Refresh the property tax exemptions, what are the limits.

Mr. Gray (mtr #2975) - Gave detailed explanation on the tax exemptions, and how the state is
involved. Require the community to honor some type of property tax exemption. This program
is a partnership between local tax exemptions and state tax exemptions

Senator Wardner (mtr #3187) - The timeline involved, is there a total?

Mr. Gray (mtr #3210) - All exemptions are five year exemptions, the only thing beyond five
years are historical tax credits and investments in renaissance fund organizations.

Senator Urlacher (mtr #3255) - Given no further testimony, closed the hearing on HB1457.

Tape 1, Side A

Senator Urlacher reopened the discussion on HB1457.

Senator Nichols (mtr #5044) - Not clear on property rich vs. property poor districts, in the short
term do these things make the equation worse as far as the differences or is the evaluation there
and everyone else pays for it.

Senator Wardner (mtr #5162) - Feels it is the second. Understands that exempt properties, the
valuations are brought in so that when political subs calculate the property tax, the valuation of
the exempt properties are in the pot. Exempt properties don’t pay, everybody else pays. At the
end of the five year period, then the exempt properties pay and everyone else’s taxes are

supposed to drop. Is fair to have everyone understand how the school districts, county, exempt
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Senate Finance and Taxation Committee
Bill/Resolution Number HB1457
Hearing Date March 10, 2003

properties and taxes work together. There is a tax shift, but hope that when the new property
comes back to the tax rolls, the valuation is higher.

Senator Urlacher (mtr #5493) - Will taxes be increased to compensate for the loss?

Senator Wardner (mtr #5545) - Understands that there is no loss to the political subdivisions,
others will pay. Have to remember that there ate county commissioners, school boards and city
commissioners that can set the mills,

Senator Syverson (mtr #5742) - Is an investment. Feels this bill looks to the future. Can save
the municipalities the cost of removing a building.

Senator Urlacher (mtr #5975) - Gave opinion on the renaissance zone, the tax base, and the tax
shift. Doesn’t care for the tax shift,

Senator Syverson (mtr #6145) - Another issue regarding the blocks where there is no renaissance
activity. Property owners on the same blocks that want to use other methods to redevelop their

property and will do to keep up with the surrounding area.

Tape 1, Side B

Senator Tollefson (mtr #17) - s a business decision. Feels it is a good program. The
community and the state will gain,

Senator Wardner moves a Do Pass. Second by Senator Syverson.

Roll call vote 6 yea, 0 nay, 0 absent. Carrier is Senator Syverson.
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Deposition for the North Dakota House of Representatives
Industry, Business, and Labor Committee
7 March 2003

Thank you for the opportunity to express support for House Bill 1457

The 2001 legislative changes to the Renaissance Zone law contributed greatly to its
increased success during the past two years. Statewide there has been much more
activity in the program, hence more downtowns are experiencing revitalization, Fargo
has been no exception. During the first year of the program there were 9 applications;
during 2001 there were 14, and in 2002 there were 19. These projects have accounted for
approximately $22,000,000 in private investment which has created exciting physical
improvements and opportunities for more employment and retail activity. We would like
to inaintain and build on this success.

The current law provides for a one-time change to the Renaissance Zone boundaries to
eliminate areas that have not experienced redevelopment and to replace them with areas
that may have greater redevelopment potential. While this provides a method for
improving the performance within a Renaissance Zone that is not responding to the
program, it does not address three areas of concern relating to the configuration of the
renaissance Zone in individual communities:

Evolving Needs

First, the law does not recognize that success within the zone will create an opportunity to
build on that success in an expanded area. The City of Fargo has had great success in
attracting many good Renaissance Zone projects throughout the Zone. Some of the
projects have been concentrated so that whole blocks have been improved; and some of
the projects are in areas that have exp srienced previous improvements and are not in need
of further redevelopment. Three years into the program, many areas have been
drastically improved, and other areas in need of renewal have come to light, or increased
in importance — in other words, the Renaissance Zone is evolving. The ability to expand
the boundaries in the Renaissance Zone would move the program in a logical,
constructive direction.

Housing Diversity

Second, the law did not account for the size differential in cities throughout the State.
The 1996 City of Fargo Downtown Area Plan defined an area of more than 100
commercial and residential blocks as the Downtown, This was the area that was
analyzed as the basis for designation of Fargo’s current 20-block Renaissance Zone.

The law requires that renaissance zones include both commercial and residential uses,
have continuous and contigucus boundaries, and limits the size to a 20-block area
regardless of the size of the city. Hence, renaissance zones in smaller cities are able to
include a healthy mix of commercial and residential properties in their Renaissance
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o~ include a healthy mix of commercial and residential properties in their Renaissance
/ : Zones should they chose, Due to the cancentration of commercial uses in the larger
\ downtowns, the ability to promote diverse housing opportunities is severely limited. If

the size of each zone was based on the size of its downtown, the zone boundary would
include a broad range of uses, including a full spectrumn of residential alternatives as
recommended by the original legislation and supported by the Fargu Renaissance Zone
Development Plan.

Zone-Edge Disparity

The final issue relating to zone boundaries relates to the properties on the edge of the
zone. As the zone progresses and improvements are completed, the transition area
immediately outside of the zone becomes no longer competes in the market with those
properties that received Renaissance Zone benefits. The ability to move the boundaries
based on population base would mitigate the zone-edge disparity and allow evolving
projects to be recognized, Certainly expanding the zone creates another boundary,
however an expanded boundary would extend into the edge of the surrounding single-
family residential atea which is a natural transition zone,

Thank you again for your consideration of this important legislation. This legislation is

strongly supported by the Fargo Renaissance Zone Committee and the Fargo City
Commission

-
* L}
R Dr. Roger Gilbertson, Chair ,%
/

Fargo Renaissance Zone Committee W
Bruce Furness, Mayor —

City of Fargo
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Testimony for the
North Dakota
Senate
Finance and Taxation Committee
10 March 2003

My name is Robert Stein; I am a Senior Planner for the City of Fargo. Thank you for the
opportunity to express support for House Bill 1457 on behalf of the Fargo City
Commission and the Fargo Renaissance Zone Committee.

The 2001 legislative changes to the Renaissance Zone law contributed greatly to its
increased success during the past two years, Statewide there has been much more
activity in the program, hence more downtowns are experiencing revitalization, Fargo
has been no exception. During the first year of the program there were 9 applications;
during 2001 there were 14, and in 2002 there were 19, These projects have accounted for
approximately $22,000,000 in private investment which has created exciting physical
improvements and opportunities for more employment and commercial activity. We
would like to maintain and build on this success.

The current law provides for a one-time change to the Renaissance Zone boundaries to
eliminate areas that have not experienced redevelopment and to replace them with areas
that may have greater redevelopment potential. While this provides a method for
N improving the performance within a Renaissance Zone that is not responding to the
program, it does not address three areas of concern relating to the configuration of the
renaissance Zone in individual communities:

-Eyolving Needs

First, the law does not capture the momentum within the zone to build on that success in
an expanded, compatible area. The City of Fargo has had great success in attracting
many good Renaissance Zone projects throughout the Zone. Some of the projects have
been concentrated so that whole blocks have been improved; and some of the projects are
in pockets that have experienced previous improvements and are not in need of further
redevelopment. Three years into the program, many areas have been drastically
improved, and other areas in need of renewal have come to light, or increased in
importance — in other words, the Renaissance Zone is evolving. The ability to expand the
boundaries in the in a logical, constructive manner would greatly improve the
Renaissance Zone program and maximize its potential,

Housing Diversity

Second, the law did not account for the size differential in downtowns throughout the
State. The 1996 City of Fargo Downtown Area Plan defined an area of more than 100
commercial and residential blocks as the Downtown. This was the area that was
analyzed as the basis for designation of Fargo’s current 20-vlock Renuissance Zone.
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The law requires that renaissance zones include both commercial and residential uses,
e . , . o .

: have continuous and contiguous boundaries, and limits the size to a 20-block area
regardless of the size of the city. Hence, renaissance zones in smaller downtowns are
able to include a healthy mix of commercial and residential properties in their
Renaissance Zone. Due to the concentration of commercial uses in the larger cities’
central business districts, the ability to promote diverse housing opportunities is severely
limited. If the size of each zone was based on the size of its downtown, the zone
boundary would include a broad range of uses, including a full spectrum of residential
alternatives as recommended by the original legislation and supported by the Fargo
Renaissance Zone Development Plan,

Zene-Fdge Disparity

The final issue relating to zone boundaries relates to the properties on the edge of the
zone. As the zone progresses and improvements are completed, the transition area
immediately outside of the zone may have difficulty competing for tenants in the market
with those properties that received Renaissance Zone benefits. The ability to move the
boundaries based on population base would diminish the zone-edge disparity and allow
evolving projects to be recognized. Certainly expanding the zone creates another
boundary; however an expanded boundary would extend intr, the edge of the surrounding
single-family residential area which is its natural transition zone.

Thank you again for your consideration of this important legislation.
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