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SUBJECT: Targeted Tax Area/3 New Designations

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
introduced/amended

FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED _February 26, 1999, AND AS AMENDED _April 21, 1999
STILL APPLY.

X OTHER - See comments below.

SUMVARY OF BILL

Under the Governnment Code, this bill would require the Trade and Comrerce Agency
(TCA) to designate three additional targeted tax areas (TTA). This bill would
specify that TCA coul d designate only communities that neet certain additional
criteria. The bill would require TCA to periodically audit the TTA program and
to revoke designations if governing bodies do not correct deficiencies within six
nont hs of notification.

SUMVARY OF AMENDMENT

The June 14, 1999, anendnents changed the criteria for designation. As anended,
the bill would require applicant communities to neet the follow ng:

1. County population of less than 1 mllion or city popul ation of |ess than
25, 000;

2. Average unenpl oynment rate in excess of 7.5%in 1997 and 1998.

3. Median famly income of $32,700, or |ess.

4. Income level of 17.5% of the population is below the poverty |evel.

The June 14, 1999, anmendnments would allow TCA to wai ve one of the above
requirenments if the community can docunment that it has a unique distress factor,
such as resource depletion, plant closure, industry recession, natural disaster,
or mlitary base cl osure.

Except for the itens discussed in this analysis, including a newy identified
i npl enent ati on consi deration, the departnent’s anal yses of the bill as introduced
February 26, 1999, and as anended April 21, 1999, still apply.
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PCLI CY CONSI DERATI ON

The fourth criteria noted above woul d exclude not only those comunities in which
| ess than 17.5% of the popul ati on has an incone | evel below the poverty |evel,

but al so woul d excl ude those communities with a greater percentage bel ow the
poverty level. For instance, a community with 35% of its popul ation earning | ess
than the poverty |l evel would not neet the exact percentage of 17.5.

| MPLEMENTATI ON CONSI DERATI ONS

I mpl ementing this bill generally would occur during the department’s nor nal

annual system update. However, the bill |eaves unclear whether taxpayers engaged
i n business operations in an area for which the designation has been revoked
under the bill, and thus no longer a targeted tax area, could continue to earn
new tax incentives. This issue is raised because the Revenue and Taxati on Code
provi sions specifically provide that, to be eligible for the incentives, the

t axpayer nust be operating in an area designated as a targeted tax area.

BOARD PCSI TI ON

Pendi ng.



