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Currently, the industrial tax exemption program provides an ad valorem tax exemption to 80% of the assessed value of
qualifying manufacturing capital investment for ten years; an initial term of five years with an additional five-year renewal
term. Approval is required by the Board of Commerce & Industry (BC&I), local governing bodies, and the governor.
Proposed law provides three different exemption options, with application procedures to be developed by the BC&I. A
standard exemption of 80% for a single eight year term, upon the approval of the BC&I. A local exemption of up to 100% for
a term of no more than fifteen years, requiring approval by each political subdivision where the project is located, and only
after approval for the standard exemption. An executive exemption of up to 100% for a term determined by the governor,
and requiring approval of affected local political subdivisions.
effective upon adoption of the constitutional amendment in HB 347, to be submitted to the electors at the statewide election
to be held on November 3, 2020.

There is no anticipated direct material effect on governmental expenditures as a result of this measure.

There is no anticipated direct material effect on state government revenues as a result of this measure. However, local
government ad valorem tax bases would be affected depending on which of the three options is applied to particular projects
in particular local jurisdictions.

To the extent the standard exemption is applied, local tax bases would be expanded after the eighth year of its term relative
to the current total term of ten years (both the current program and the proposed program provide an 80% exemption).

To the extent the local exemption is applied, local tax bases could be expended or reduced during its term, relative to the
current program of 80% exemption for a total term of ten years, since the option allows for an exemption up to 100% and
for a term of no more than fifteen years.

To the extent the executive exemption is applied, local tax bases could be expended or reduced during its term, relative to
the current program of 80% exemption for a total term of ten years, since the option allows for an exemption up to 100%
and for a term determined by the governor.

The definition of “manufacturing establishment” and “addition” is removed from the Constitution by HB 347, which this bill is
contingent upon. If these exemption options are applied consistent with the current constitutional provision, this removal is
not consequential. However, a change to the traditional applicability could materially expand or contract the affected tax
base.

In addition, while the bill provides for three different exemption options, for purposes of this Fiscal Note, it is assumed the
bill will provide that  only one option can be applied to any particular project (although the local exemption option requires
BC&I approval for the standard exemption option).
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