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2003 SENATE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. SB2406
* Senate Finance and Taxation Committee
Q Conference Committee
Hearing Date February 3, 2003
‘ Tape Number Side A Side B Meter #
2 X 1-4116

Committee Clerk Si@m\\M\w\Q

Minutes:
Senator Urlacher opened the hearing on SB2406. All committee members are present. This bill

relates to the collection and review of information on economic development incentives provided

by the state and political subdivisions.

Senator Faitfield (mtr #20) - Prime sponsor of the bill. Introduced the intent of the bill, and
referenced handouts.

Senator Wardner (mtr #660) - Questioned the comment on siphoning money away from schools,
Senator Fairfield (mtr #4685) - Explained her comment.

Representative Lonny Winrich (mtr #905) - Testified in support of 2406, Clarified the intent of
the bill,

Senator Seymour (mtr #1195) - Commented that a task force has been appointed in Minot that
addresses this issue.

| \J Representative Winrich (mtr #1220) - Need to do statewide.
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Page 2
Senate Finance and Taxation Committee
Bill/Resolution Number SB2406

/"\ Hearing Date February 3, 2003

‘. . Senator Wardner (mtr #1279) - Question about if this bill addresses state funds or local funds

being used for economic development.
Representative Winrich (mtr #1297) - Concerned about both.
Senator Urlacher (mtr #1340) - Question about the period of time needed to see the benefit of
economic development,
Represeatative Winrich (mtr #1360) - Time periods set out in the bill.
Non Morrison, Executive Director of ND Progressive Coalition (mtr #1421) - Written testimony
attached from Dr. Steve Huenneke and referenced Good Jobs First booklet.
Senator Wardner (mtr #2170) - Stated concerns about people picking the bill.
Mr. Morrison (mtr #2262) - Responded with focus to make sure there is enough funding for
education.
Senator Wardner (mtr #2334) - The schools will get their funding.

O

Mr. Morrison (mtr #2400) - Theory vs. reality, school look at what is available.

Senator Wardner (mtr #2457) - Restated difference in opinion based on knowledge of tax law.
Bob Finken (mtr #2583) - Testified in support of 2406. Written testimony is attached.

Dean Remboldt (mtr #3108) - Testified in support of 2406, Written testimony is attached.
Dakota Resource Council - Written testimony attached. Urges a Do Pass,

Connie Sprynczynatyk (mtr #3641) - Testified in opposition to 2406. Believes that the general
public can get that information now.

Senator Utlacher (mtr #4116) - Closed hearing on SB2406.
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2003 SENATE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. SB2406
Senate Finance and Taxation Committee
Q Conference Committee
Hearing Date February 4, 2003
_Tape Number Side A Side B Meter #

2 X 3775-end
2 | X 1277

Commities Clerk Signature S\ .y M ssaq A XS/
Minutes: h
Senator Urlacher opened discussion on SB2406. All committee members are present. This bill

O

relates to the collection and review of information on economic development incentives provided

by the state and political subdivisions.

Donnita Wald, State Tax Department (mtr #3780) - Presented amendment that was drafted at
Senator Fairfield’s request and clarified the amendment,

Senator Nichols - This amendment would take care of problems with the bill,

Ms. Wald - This amendment would fix the procedural things.
Senator Nichols (mtr #4171) - Feels the amendment is necessary. Moves to add amendment to

the bill. 2nd by Senator Wardner, Voice vote 6 yea, 0 nay, 0 absent,

Senator Nichols - There is a controversy over the accountability.
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Page 2 f
Senate Finance and Taxation Committee i.
Bill/Resolution Number SB2406

ﬂ Hearing Date February 4, 2003
e Senator Wardner (mtr #4400) - Agreed that accountability is important. Concerned that this is a

problem in just one community, Feels that the information is available from economic

development organizations. Feels job quality standards are in place.
Senator Nichols (mtr #5282) - Regarding ‘claw-backs’ would be used on all tax breaks not just
loans,
Senator Wardner (mtr #5345) - Possibility of getting funds from claw-backs doubtful if the
company leaves the state.
Senator Seymour (mtr #5522) - Has knowledge of a firm that left the state but paid after being
found.
Senator Tollefson (mtr #5554) - This problem has been taker: care of in Minot.
C) Senator Seymour (mtr #5749) - People can find the information needed on web sites.
/ Senator Tollefsun (tntr #5840) - Better jobs evolve. That can not be legislated.
Senator Wardner (mtr #6003) - Opposition keeps and eye on the state, two party system is good.
Senator Tollefson (mtr #6171) - Economic development, aren’t all winners, Some fail.

Accountability is in place.

Tape 2, Side B

Senator Syverson (mtr #37) - This bill seems heavy handed.

Senator Seymour (mtr #129) - Has knowledge of firms getting help.

Senator Wardner moves Do Not Pass as Amended. 2nd by Senator Tollefson. Roll call vote 4
yea, 2 nay, 0 absent, Carrier Senator Tollefson
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Requested by Legisiative Council
01/28/2003

SN FISCAL NOTE

Bill/Resolution No.: SB 2406

1A. State fiscal offect: /dentify the stale fiscal effect and the fiscal effect on agency appropriations compared to

funding levels and appropriations anticipated under current law. _ _ ‘
2001-2003 Blennium 2003-2008 Biennlum 2005-2007 Blennium :

General |OtherFunds| General |OtherFunds| General |Other Funds

Fund Fund Fund
Revenues
Expenditures , $200,
18. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate poiltical subdivision.
2001-2003 Bisnnium 2003-2005 Blennium 2005-2007 Biennium
School School School

Countles Clties Districts | Countles Cities Districts | Counties Cities Districts

2. Narrative: [dentify the aspects of the measure which cause fiscal Impact and include any comments relevant to
your analysis.

N if enacted, SB 2406 would require an increase in expendiures for the Office of Tax Commissioner of $200,000 for the
{ ' 2003-05 biennium, The expenditure is related to one FTE and data gathering and processing costs,

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

B. ‘ixpenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
l.em, and fund affected ar! the number of FTE positions affected.

C. Appropristions: Explain the appropnation amounts. Provide detall, when appropriate, of the effect on
the blennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

Name: Kathryn L. Strombeck Agency: ~ Tax Dept.
Phone Number: 328-3402 Date Prepared: 01/31/2003
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|
: 30603.0301 Adopted by Finance and Taxation Commitiee, " ﬁ
Title.0400 February 4, 2003
_,/\ )/ $ %
PROPOSED AMENDMENTS TO SENATE BILL NO. 2406

Page 1, line 23, after the period insert "The term does not include the tax commissioner.”

Page 9, line 22, after "commerce"” insert *, the tax commissioner,”

Page 9, line 23, remove "with"

Page 10, line 3, after "commerce"” insert ", the tax commissioner,”

Page 10, after line 7, insert:

"8. |f the development subsidy to be repaid was claimed on an income tax
retum filed by the recipient under chapter 57-38, the recipient shall file an
amended return and pay any additional tax due attribu to the defaulted
development subsidy within sixty calendar days of the delivery of the
default notice. The time limits for audit and assessment under
subsection 9 of section 57-38-38 apply to an amended retum filed under

this section.

9. Notwithstanding the time periods in section 57-38-38, if a reciplent falls to
C) file an amended return under subsection 8, the tax commissioner may
et assess any additional tax due attributable to the defaulted development

- subsidy within two years after the sixtieth calendar day following the tax
commissioner's receipt of the default notice.”

Page 10, line 8, replace "8." with *10."

Page 10, line 11, replace "9." with *11."
Renumber accordingly
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2003 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. ™3\l

Senate  Finance and Taxation

Committee
Check here for Conference Committee
Legislative Council Amendment Number
Action Taken \ N i ,
Motion Made By § see S eSS b Seoonded By “\\x\\ N OGS < g
_Senators Yes | No , Senators , Yes | No
Senator Urlacher - Chairman Senator Nichols o
Senator Wardner - Vice Chairman [~ Senator Seymour N
Senator Syverson T~~~ «
Senator Tollefson ~—
L)
Total  (Yes) A No _ Q&
Absent
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If the vote is on an amendment, briefly indicate intent:
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SB 2406: Finance and Taxation Committee (Sen. Urlacher, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO NOT PASS
(4 YEAS, 2 NAYS, 0 ABSENT AND NOT VOTING). SB 2406 was placed on the Sixth
order on the calendar.

Page 1, line 23, after the period insert "The term does not include the tax commissioner."

( REPORT OF STANDING COMMITTEE (410) Module No: SR-22-1739
i February 8, 2003 1:33 p.m. Carrier: Tollefeon
| insert LC: 30603.0301 Title: .0400
i /j REPORT OF STANDING COMMITTER

Page 9, line 22, after "commerce" insert *, the tax commissioner,"
Page 9, line 23, remove "with*

Page 10, line 3, after “commerce" ingert *, the tax commissioner,"”
Page 10, after line 7, insert:

“8. If the development subsidy to be repaid was claimed on an income tax
retum flled by the reciplent under er 57-38, the recipient shall file an
detauited development ubeidy W o, Calendar date oF s aoihary o

u su n sixty ca r days o very 0
the default notice. The time limits for audit and assessment under
z‘u’mon 9 of section 57-38-38 apply to an amended retum filed under

on.

9.  Notwithstanding the time periods in section 57-38-38, if a recipient fails to
fle an amended return under subsection 8, the tax commissioner may
o assass any additional tax due attributable to the defaulted development

subsidy within two years after the sixtieth calendar day following the tax
commissioner's receipt of the default notice.”

Page 10, line 8, replace "8." with "10.*
Page 10, line 11, replace "9." with *11.*

Renumber accordingly
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TESTIMONY BEFORE THE SENATE

7N FINANCE AND TAXATION COMMITTEE
REGARDING SB 2406
February 3, 2003

Chairman Urlacher, members of the committee, I am Senator April Fairfield from District 29, |
am the prime sponsor of SB 2406.

SB 2406 is essentially about three things, ensuting our state and local economic development
efforts are accountable to the citizens of North Dakota, securing a comprehensive statewide
policy on the goals of economic development through the establishment of job quality standards,
and finally, about instilling democracy into the process by providing for public input.

Certainly everyone remembers the economic development debate in Minot last year. Other cities
and counties have also seen debate regarding economic development policies. And over the last
few weeks, the Fargo Forum has continued their series of special reports about out-migration,
economic development and other related issues.

This legislative session has and will see debate on numerous bills that relate to economic

development at the state and local level. Unfortunately, we are at a disadvantage in that we have

limited information on our economic development system. In fact, our economic development
/" efforts could be hindered by a serious lack of information,

Nt

Unless we know how many jobs our efforts create and what wages and benefits those jobs
provide, we cannot know whether we are succeeding or failing. That is the reason that SB 2406

was introduced.

SB 2406 will accomplish this task by focusing on the following:

¢ Disclosure of state tax expenditures (statewide tax incentives provided as incentives for
companies to create jobs) -

¢ Disclosure of state economic development expenditures (on budget) -

¢ Disclosure of property tax expenditures (local property tax incentives for economic
development) -

¢ Implementing standardized applications for economic development granting bodies -
standardized applications will allow for comparisons between economic development programs
and ensure that granting bodies acquire the information necessary to enforce job quality standards
¢ Job quality standards - these standards will ensure that every dollar we invest in economic
development is used to create jobs that raise the average wage in our communities, not lower it.
Ten years ago, only eight states had job quality standards, now at least 37 have them.

¢ Recapture (clawbacks) - another way to describe clawbacks would be to call them a
“money-back guarantee.” These provisions allow state and local granting bodies to recapture
subsidies given to businesses that fail to live up to their promises regarding jobs created and with
what wages and benefits. At a time when the state and virtually every political subdivision are
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struggling with budgetary shortfalls, clawbacks provide the opportunity to stretch our economic
development dollars sven further and these provisions provide real accountability to the
taxpayers. Ten years ago, only nine states and three cities had clawbacks. Now 17 states and at
least 100 cities use the clawback device. It is now considered a “best practice safeguard.”

As ¢lected leaders, we undetstand how important economic development has become to North
Dakota, We understand that for many, economic development viewed as an elixir for ailing
economies and communities.

And as elected leaders in North Dakota, many of us have touted economic development as a way
to address the almost palpable despair that exists in many areas of our state,

I'm reminded of a moment a few months ago when I was visiting with a group of rural residents
about how our economic development efforts are working in North Dakota.

After expressing some frustration about the lack of good paying, quality jobs being created in her
community, she said, “Oh well, I guess any job‘is better than no job.”

That is hardly a ringing endorsement for a decades worth of work. That comment, coupled with
hundreds of other comments, concerns, recommendations and suggestions are what prompted
this legislation.

I don’t believe that “any job is better than no job” has ever been the established goal vr the
I intended message of our efforts.

However, perhaps it is time to ask fundamental questions about how our economic development
efforts are paying off for North Dakota’s communities, workets, and taxpayers. Most of us
would like to believe that they do, however because we have no comprehensive state economic
development policy, nor do we have accurate, easily accessible information regarding our efforts,
we really cannot assess the success or failures of our economic development efforts.

It is time to ask serious questions about our economic development efforts...

Should subsidies continue to syphon money away from schools, while school boards have no
say?

Should subsidies go to companies that move jobs from one city to another?
Do subsidies secretly erode state budgets through nearly invisible tax credits?

Should companies be allowed to keep subsidies if they fail to create the jobs or pay the wages
they promiged?

Those are some of the question we seek to answer with the introduction and passage of SB 2406,
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We have an opportunity before us. We can, with this legislation, set a standard, We can create a i

m comprehensive economic development policy for North Dakota while at the same time allowing
~~" local governments to establish standards based on the needs of their citizens and their

communities. Indeed, the way all good government should work.

I urge the committee to recommend “do pass” for SB 2406. The future of North Dakota depends
on doing the best job we can to develop our economy. North Dakotans want and deserve the best
effort government has to offer. SB 2406 is an important step toward giving them exactly that.

Senator April Fairfield
District 29
Eldridge, North Dakota
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SB 2406 - taxpayer protection act - section by section analysis

Section 1 - lefinitions - Some key definitions in this section:
- “development subsidy” means any form of development assistance including both on-budget
(grants, equity investments, loans, etc.) and off-budget expenditures (such as tax incentives in the

- form of income tax credits, property tax abatenients. Etc.).

- “granting body” means the governing authority of any state agency, institution or political
subdivision that provides a development subsidy.
- “gpecific project site” means the actual operational unit for which a development subsidy is

provided.

Section 2 - disclosure of state tax expenditures:
This section requires that the tax commissioner provide a detailed report to the legislative
council that includes the dollar value of tax based development subsidies over $5,000 for the

preceding biennium.,

Section 3 - property tax development subsidy disclosure:
This section requires that the tax commissioner create a standardized disclosure registry

for use by all property taxing entities. The section also requires that before May of each year
every property taxing entity in the state will use the property tax subsidy disclosure registry to
report property tax subsidies (abatements) used for economic development within their
jurisdiction. By June of each year the tax commissioner will compile and publish the results of
these reports.

Section 4 - standardize application for on-budget subsidies:

This section requires that the commerce department promulgate a standardized
application form for any on-budget deveiopment subsidy that will be used by all granting bodies.
The section defines what, at a minitnum, must be included in the standard application, A
standard application must be completed each time an entity applies for a development subsidy.

Section 5 - on-budget subsidy disclosure:

This section provides for each granting body to submit standard applications and progress
reports on each approved application to the commerce department by February 1 of each year,
By June of each year the commerce department shall compile and publish the data from these

reports.

Section 6 - recapture:
This section requires recipients of development subsidies to achieve their job creation and

wage goals within 2 years of the application and maintain those levels in future years. If after 2
years an applicant has not achieved their promised job creation, wage and benefit levels, a
granting body can declare them in default. The section provides for granting bodies to recapture
a portion of development subsidies granted to the applicant. Default for 3 consecutive years
nullifies any remaining development subsidies granted to the applicant.
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| /\ Section 7 - job quality standards:

o This section establishes a minimum standard for wages and benefits below which

| granting bodies cannot provide development subsidies. Within an MSA, the average wage for

| that industry within that MSA. Outside of the MSAs, the average wage for that industry within
the state. |

Section 8 - political subdivisions and economic development authc. ities:

This section provides political subdivisions the authority to form economic development
authorities that would be elected by the citizens of the political subdivision (or subdivisions)
represented by the authority and be charged with oversight of economic development activities
within the jurisdiction of the authority. The section also requires the commissioners of the
authority to engage the citizens in public hearings to establish the operating standards of the
authority, Those local standards can exceed state standards but cannot be less than state

standards

Section 9 - public hearings: ‘
This section provides that a granting body must hold a public hearing in the applicable i
jurisdiction before any economic development subsidy or subsidy package that exceeds $25,000

in value can be granted.

Section 10 - collective bargaining agreement:
This section clarifies that the provisions of the Act cannot be construed to authorize a

7, reduction in wages or benefits that have been negotiated through a collective bargaining

fnv, agreement,
Section 11 and 12 - This section disallows abatement, for the purpose of economic development,
of property taxes levied for a school district.
J
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Job Service North Dakota’s 2002 North Dakota’s Economic Road Masp

Page 13

i‘ “Since 1996, the state has trailed the nation in job creation, and the divergence progressively
widened in the years following.”

Pages 18, 19

“North Dakota’s wage increases have failed to keep up with the national average since
1995...There are no industries in North Dakota with wages higher than national averages.”

“The state’s annual average wage is 30% lower than the nation’s.” ;
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—~ Chapter 2. Development Subsidies 101
; Chapter 6 provides detailed information about specific subsidy programs, But ‘
first, we outline the main kinds of subsidies and some important distinctions ]
j among them. :
| ;
f A.The Main Kinds of Development Subsidies i
General Kind of Examples ;
Subsidy _ _ '
Reducing the cost of | Property tax abatements, exemptions and reductions. For :
owning property, real | capital-intensive companies such as manufacturers, property 3
and personal tax abatements can be one of the most lucrative subsidies.
Reducing the cost of | Industrial revenue bonds (a.k.a. industrial development bonds) ‘
capital for borrowing | are bonds whose interest is tax-free and therefore the interest j
rates are lower than taxable bonds. ]
¥
Other kinds of low-interest loans (e.g., industry-specific).
/'\ Loan guarantees (e.g., Small Business Administration).
R Reducing corporate | Tax credits allow a company to deduct a certain percent of a
income taxes specific kind of expense dollar for dollar from its income taxes.
These include investment tax credits (e.g., for new
equipment), research and development tax credits (lucrative
for high tech & pharmaceuticals), and job creation tax credits.
Tax-formula changes (such as the single-sales factor formula *
which is so lucrative for manufacturers).
Reducing the cost of | Sales tax exemptions on new equipment and on materials {
new construction used in new construction. |
Reducing the cost of | Land-price write-downs, sometimes using eminent domain.
land acquisition and | .. cricture subsidies (e.g., roads, sewers, utility hook-ups).
site preparation
Reducing the cost of Training grants.
labor
| Reducing the cost of | Utility rate reductions (e.g., “economic development rates").
Ty operating Utility tax reductions or exemptions.
e Inventory tax reductions or exemptions. !
M
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b { /7 B.Distinctions Among Subsidies

Besides reducing different kinds of corporate costs, there are some other
important distinctions among subsidies. One way to distinguisk subsidies is

from the viewpoint of the company. That distinction has to do with whether the |
company has to compete for the subsidy or whether it gets the subsidy ;

automatically.

Another way to group subsidies is from the viewpoint of the government and
public budgeting. The issue here is whether the subsidy involves an
appropriation (i.e., the government writes a check), or the subsidy is foregone
revenue, i.e., a tax not collected in the name of economic development.

e A e e o R T

'Learning these differences will help you understand why some subsidies are
more or less transparent. It will also help you appreciate the many different data

sources, which will affect your research strategies.

Discretionary Versus Entitlement Subsidies

I One distinction is whether a company has to compete for a subsidy or claim it
R automatically. Or, put another way, subsidies differ based on how much

discretion government agencies have in awarding them:

Discretionary subsidies (a.k.a. company-specific or individually-negotiated
subsidies) are those for which companies compete, and state or local officials
have latitude in awarding. There may be no specific criteria that a company must
meet, or very broad, loose criteria that give officials a lot of discretion on
whether a company gets a subsidy, or how large a subsidy. Examples include
property tax abatements (controlled by tax assessors or tax boards), tax
increment financing projects (controlled by local authorities that designate TIF
district boundaries), infrastructure (which may benefit a small number of
landowners), and training grants (controlled by Workforce Investment Boards).

—
e,
s

o o e

Discretionary subsidies can be very political, because they involve favoritism for
one company over another, because politicians are often involved in awarding
them, and because companies often exert political clout to get them.

|
Entitlement subsidies are automatically available to any company that meets the |

program's criteria, Generally, entitlement subsidies are tax breaks other than 5

| | property tax abatements (such as corporate income tax credits, new i
L construction tax breaks, or operating-cost tax cuts). For example, if a job ]
training tax credit specifies that a manufacturing company qualifies for a $2,000 :

Chapter 2: Development Subsidies 101 2-2
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tax credit for each new employee it trains, then any manufacturer that meets
that requirement is entitled to that subsidy when it files its income tax return.

Just because entitlements are automatic doesn't mean they aren't political.
Indeed, entitlements are always the result of corporate lobbying, usually by
large groups of corporations such as chambers of commerce or manufacturers'
associations. They are the tax-code monuments to specific kinds of corporate

clout.

And not all companies get all of their entitlements. Not every company has the
tax expertise to claim every credit. And some entitlements programs come in
different forms than tax breaks, such as technical assistance. Those can involve
some negotiation and discretion by the relevant government agency. Agencies
are usually charged with evaluating applications and choosing which companies
to assist, and they often use their own criteria to make those decisions.

Bottom Line: whenever you are looking at a subsidy program, you should
determine whether the subsidy is entitlement or discretionary. If it is
discretionary, that means you need to research the agency that granted the
subsidy, including how much discretion agency officials have and who has
informal power to influence them in that discretion, That, in turn, may mean you

need to do a power analysis of the agency.

Tax Spending Versus Direct Spending

Governments spend money for economic development in two different ways:
through tax spending (also called “off-budget” spending) and appropriations or
direct spending (also called “on-budget” spending).

It's an important distinction, because in most states, tax spending for economic
development far exceeds direct spending, by ratios of 5 to 1 or even 10 to 1.
But few people know that, because tax spending is so poorly understood.

A tax expenditure is tax revenue that the state (or city or county) does not
collect as a result of a tax break in the name of economic development, Tax
expenditures are not even reported in 15 state budgets, and they are reported
incompletely in many others. Cities and counties track even less.

A direct expenditure is money that the government (whether a city, county, or
state) allocates in its budget, for anything from printing stamps to buying land
to enable a hospital to expand. The budget must be passed by the city council or
state legislature every one or two years, and is available to the public. That

Chapter 2: Development Subsidies 101 2-3
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~~ spending must be re-authorized each year, and it is relatively easy to track
(although obviously some budgets are not as detailed as taxpayers would like),

Here's an example of the difference. Let's say a state wants to train workers. The
government has two options: it can appropriate money to improve its vocational
education and community college systems. That would be a direct expenditure.
Or, it can pass a tax credit that allows any company that gives an employee a
certain level of training to deduct $2,000 from its income tax bill. That would be
a tax expenditure. Either way, the government will spend money training
| workers, but how it spends that money has important implications for public and
legislative oversight of the spending.

The big problem with tax expenditures is that they are far less accountable than
direct spending. Unlike most spending programs, tax expenditures are open-
ended; that is, they are not capped at any set dollar limit. Any company that
meets the statutory criteria for eligibility can get the subsidy. This makes it
nearly impossible to estimate how much the tax expenditure will cost each year.
Generally, tax expenditures require no annual appropriations or oversight

e -, o

process.

P And because tax returns are confidential, it's impossible for taxpayers or even !
| N legislators to find out which compantes benefit from tax expenditures or what )
gl they do with the money. ,

|

Tax expenditures are generally administered by tax agencies, which have little
expertise or interest in assuring the tax-expenditure programs are working as
the legislature and taxpayers hoped. On-budget programs are more often
discretionary, so at least there is agency staff seeking to determine if a deal is
sound or a subsidy is needed.

Unlike on-budget spending, tax expenditures are not revisited by the legislature
every year when it decides how to spend taxpayer money. On-budget spending
is also more frequently audited, evaluated and sunsetted (adopted with a built-in
expiration date). If a recession comes and a state needs to tighten its belt, direct
spending programs are usually the only things on the cutting block. Politically, it
is easier to cut appropriations than it is to reduce a tax break — that would be

attacked as a “tax hike.”

Bottom line: tax spending is already the biggest share of economic development

spending, though few people realize that. Probably due to the accountability

problems cited here, tax expenditures make up a growing share of the total
S amount that is spent on economic development, evidence suggests. Corporate
R tax cuts shrewdly hover “below the radar” of annual budget politics. |
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Subsidy Disclosure in the States (as of March 2002)

State Program Statute

Connecticut | Economic development assistance to a business with | 94 PA 231 - §32-450
25+ full-time employees in the state. For $250,000 through 32-457

or more, annual reporting includes company-specific | (2000 statutes)

data on actual jobs created, projected jobs created,
number of jobs at initial application, and amount of
assistance.

Louisiana Industrial property tax exemptions: company-specific | Records of the
information including jobs created (both permanent | state's tax é
and construction), 10-year value of exemption, exemption buard
company's investment amount, and taxes paid.

Maine Company-specific information for all deals over 5 §13070-L and K
$10,000; includes number of jobs by occupational
type, wage and benefit levels of jobs created or
retained, any changes in employment levels, total
7N amount of assistance and details about type and
—” purpose of each form of assistance. Also includes
disclosure on whether the deal was a relocation
within the state,

Minnesota | Company-specific information for all deals over §116}.994
$25,000: includes number of jobs, amount of subsidy,
hourly wage of each job created (listed in dollar
ranges), sum of hourly wages and cost of health
insurance broken down by wage level, statement of
goals identified in subsidy agreement, date by which
job and wage goals will be met, reason for relocating
from within in Minnesota if applicable, and list of all ;
financial assistance received. |

On the Web at www.dted state. mn.us/01x00f.asp, go

to “Publications,” then “Business and Economic
Development,” then look in the “General” section for
2000 Business Assistance Report.
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Nebraska

Detailed disclosure of incentives under the
Employment and Investment Growth Act (various
property, sales, and income tax breaks), The State
Tax Commissioner must make an annual report to
Legislature listing agreements signed that year,
agreements still in effect, identity of each taxpayer,
and location of each project; and report by industry
group with incentives applied for under Employment
and Investment Growth Act, refunds allowed, credits
earned, credits used for individual and corporate
income tax, credits used to obtain sales and use tax
refunds, number of jobs created, total employees at
reporting dates, capital investment, wage levels of
new jobs, tax credits outstanding, and value of
personal property exempted in each county.

Employment and
Investme