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Fiscal Estimate Narratives
DOR 2/15/2011

LRB Number 11-0975/1 Introduction Number AB-0002 |Estimate Type  Original

Description
Authorizing the designation of additional enterprise zones and requiring the designation of enterprise zones
in rural areas

Assumptions Used in Arriving at Fiscal Estimate

Under current law, the Department of Commerce (Commerce) may designate no more than 12 enterprise
zones. Commerce must consider a number of factors related to the area prior to designating the area as an
enterprise zone, including indicators of the area’s economic need and whether designation as an enterprise
zone would promote the retention of jobs in the area. A taxpayer who creates or retains jobs in an enterprise
zone may claim certain credits against state income and franchise taxes. This bill requires the Department
of Commerce to create four new enterprise zones, two in political subdivisions with populations of less than
5,000 and two with populations between 5,000 and 29,999.

Fiscal Estimate

According to Commerce, there have been nine enterprise zones designated with credits awarded totalling
$264.8 mitlion for an average amount of tax credit allocated per enterprise zone of $29.4 million. The
average life of these enterprise zones is ten years. Therefore, each enterprise zone on average can be
expected to result in credit claims of approximately $2.9 million per year for ten years. Assuming that the
additional zones authorized in the bill are of a similar size, the fiscal effect of adding four additional zones
would be an increase in expenditures of an estimated $11.6 million annually for ten years beginning in the
year the zones are designated ($2.9 million per year per zone x 4 zones). The total cost over the expected
10-year life of the zones would be an estimated $116 million. To the extent that projects in the four new
zones are smaller (larger) than than those in the existing zones, the fiscal effect would be lesser (greater)
than $11.6 million per year.

Long-Range Fiscal Implications
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zones in rural areas

Authorizing the designation of additional enterprise zones and requiring the designation of enterprise
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