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Sponsor Statement

HB 36, Enterprise Zones

T he idea o f  E nterprise Z ones orig inated  in E ngland under M argaret T hatcher and  was brough t to  the 
U nited  States by the R eagan  A dm inistration . T he basic idea is to stim ulate the econom y o f  depressed 
areas by offering incentives, such as tax  breaks, to businesses. E nterprise zones have gained b ipartisan  
support from  law m akers across the country. 38 states have passed  enterprise zone legislation an d  in 
1994 the C lin ton  A dm in istra tion  reshaped the Enterprise Z one idea into a federal program  nam ed 
E m pow erm ent Z o n es/E n te rp rise  C om m unities (E Z /E C ).

T he  purpose o f  HB 36 is to help reinvigorate A laska’s depressed urban and  rural areas. By providing 
incentives, businesses w ill be m ore likely to develop in a depressed area. This will in turn provide 
m ore jobs to  the com m unity , increase the average household  incom e and, therefore, also the standard  
o f  living. E nterprise zones w ork  and  have been yielding prom ising results for nearly tw o decades.

T rad itionally , enterprise zones rely on credits tow ards or exem ptions from  state taxes or fees. In 
A laska, how ever, there is little in the way o f  state taxes. T herefore, in order to m ake the concept fit, 
HB 36 is based  on local control. T he backbone o f the incentive package is the local options. T he 
designation  o f  an  E nterprise Z one w ould au thorize  local com m unities to offer the incentive or 
incentives, o f  choice from  a  short list: 1) reductions in perm it o r user fees, 2) credits on  or exem ption  
from  property  taxes, 3) flexibility in regulation and, 4) lease o r sale o f  real property  to private persons.

O n top o f  au tho riz ing  greater flexibility in providing local econom ic developm ent incentives, HB 36 
w ould  also establish statew ide corporate  incom e tax credits. T he  tw o statew ide incentives are: 1) 15% 
o f  the initial investm ent w ould  co u n t as a credit tow ards state corporate incom e taxes, and  2) A fter 
one year o f  opera tion  w ithin an Enterprise Zone, a business cou ld  qualify for a corporate  incom e tax 
credit o f  $500 per new  em ployee.

HB 36 will also help facilitate access to federal G ran t m oney. V arious G ran t program s are available 
through the  federal D epartm ent o f  H ousing  an d  U rban D evelopm ent (H U D ). M ost notable are the 
C om m unitj D evelopm ent Block G rants and  the federal E Z /E C  program .

T he goal o f  FIB 36 is to encourage business developm ent and  econom ic grow th w hile providing new 
options to A laskan  com m unities to im prove the quality o f  life. HB 36 will be good for econom ic 
developm ent in  A laska. Please jo in  m e in supporting  this bill.

----------  District 30 ---------
represen tadve_joe_hayes@ legis.sta te.ak .us
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M  E M O R A N D U M  January  24, 2001

S U B JE C T : Sectional sum m ary o f  HB 36 (W ork  O rder N o. 22-LS0294VA)

T O : R epresen tative  Joe H ayes

$ >F R O M : Theresa L. B annister
L eg isla tive  Counsel

You have requested  a sectional sum m ary o f  the above-described  bill.

A s a p relim inary  m atter, no te  that a sectional sum m ary  o f  a bill sh o u ld  n o t be  co n sid ered  
an au thorita tive in te rp re ta tion  o f  the  bill and the bill itse lf  is th e  b est sta tem en t o f  its 
contents.

Section  1. A dds n ew  sec tion s in a n ew  article dealing  w ith  en terp rise  zones.

Sec. 44 .33 .311. A u th o rizes  the governor to designate  up  to fo u r en terp rise  zo n es each  
year from  a p rio ritized  list. A  designation  lasts for 20 years.

Sec. 44 .33 .313 . L ists  the requ irem ents for geographical a reas  to  be e lig ib le  to  be 
en terp rise zones.

Sec. 44 .33 .315. A llo w s a borough, a unified  m unicipality , and ce rta in  c ities to  ap p ly  to  
the D epartm ent o f  C o m m u n ity  and E conom ic D evelopm ent to have a  g eograph ica l area  
designated  an en terp rise  zone. L ists w hat in form ation  m u s t be  p rov id ed  in  th e  
application .

Sec. 44 .33 .317 . L im its  to  th ree the num ber o f  designated  en terp rise  zo n es that m ay  ex ist 
w ithin a qualify ing  m un ic ip a lity  at the sam e tim e.

Sec. 44 .33 .319. L ists th e  incen tives that a qualify ing  m un icipality  m ay  iden tify  in  its 
app lication  that it w ill p rov id e  to the area  in the p roposed  zone.

S ection  2 . A dds the res t o f  th e  sections in the new  enterprise zo n e  artic le .

Sec. 44 .33 .321 . D irec ts  th e  dep artm en t to verify  the in form ation  and  elig ib ility  o f  areas 
p roposed  as en terp rise  zones. D irects the departm en t to  p rio ritize  each  year's  ap p lica tio ns 
accord ing  to certain  lis ted  item s. D irects the d epartm en t to u se  ce rta in  d a ta  fro m  the 
latest com pleted  U .S . census w hen  determ ining  the degree o f  econ o m ic  d is tress  .of an



area. D irects the departm ent to transm it the prioritized  list to the g o v ern o r each  year. 
A llow s the departm ent to recom m end to the governor and the leg is la tu re  in cen tiv es fo r 
en terprise zones.

Sec. 44 .33 .323. A llow s a qualify ing  m unicipality  that subm its an ap p lica tio n  fo r an area  
to be designated  an en te ip rise  zone to appeal to  the com m issioner a d e te rm in a tio n  th a t the 
area is no t elig ib le  to be an en teip rise  zone, a denial o f  the app lication  (fo r  a  rea so n  o ther 
than  a determ ination  o f  ineligib ility), and the priority  given io the ap p lica tio n . S ta tes that 
the com m issioner's determ ination  m ay be appealed to the superio r court. D irec ts  the 
departm ent to adopt regulations that establish the p rocedure fo r thn  ap p ea l to  the 
com m issioner.

Sec. 44 .33 .325. D irects the departm ent to establish  by reg u la tion  d ead lin e s  fo r the  
subm ittal, rev iew , and o ther adm inistra tive handling  o f  app lications. D irec ts  th a t the 
dead lines be com patib le  w ith  the deadlines for grant applications u n d er 4 2 .U .S .C . 5318a.

Sec. 44 .33 .327 . A llow s the departm en t to adopt o ther reg u lations to  im p lem en t the 
en terp rise zone article. D irects tha t departm ent regulations required  o r a u th o rise d  fo r th is  
artic le  m ust be adopted under the sta te 's A dm inistra tive P rocedure A ct.

Sec. 44 .33 .329 . D efines term s fo r the  enterprise zone article.

S ec tio n  3. A m ends the m unicipal code to  allow  a borough , a un ified  m u n ic ip a lity , and  
certain  cities to partially  or to ta lly  exem pt by ordinance from  taxation  th e  p ro p erty  in an  
en terprise zo n e  or to provide tax cred its on taxes due on p roperty  in  an  en te rp rise  zone.

S ec tio n  4. A m ends a subsection  o f  the state 's incom e tax  chap ter to  sta te  th a t th e  tax  
credit lim ita tion  im posed by the  subsection  does no t apply to en te rp rise  zo n e  in v estm en t 
tax  cred its under sec. 43 .20 .046  o r to  tax credits fo r new  b usiness  fac ility  em p lo y ees 
tm der sec. 43 .20 .047.

S ec tio n  5. A m ends the state 's incom e tax chap ter by  adding n ew  se c tio n s  to  a llo w  
en terp rise zo n e  tax  credits.

Sec. 43 .20 .046 . A llow s a taxpayer to apply against the taxpayer's tax  liab ility  fo r a  tax  
year 15 p ercen t o f  certain  in vestm ents in a new  business fac ility  in  an  en te rp rise  zone 
during  the tax  year. P ro rates th e  tax  credit i f  the taxpayer has n o t o p e ra ted  th e  n ew  
b usiness fac ility  for the en tire  tax  year. R educes the tax credit by  a ce rta in  am o u n t i f  the  
new  business facility  rep laces an o the r facility . D efines certain  term s fo r th e  section .

Sec. 43 .20 .047 . A llow s a tax p ay er w ho estab lishes a new  business fa c ility  fo r  at least 
one y ear in an  en terp rise zone to  app ly , as a tax credit for the first fu ll in co m e  ta x  y ear o f  
the n ew  business facility , $500 fo r each  n ew  business facility  em p lo y ee  w h o  w o rk s  in  th e  
zone. In d ica tes how  to calcu late  th e  n um b er o f  new  business fac ility  em p lo y e e s  th a t m ay 
be claim ed fo r credit. D efines ce rta in  term s for th e  section.

Representative Joe Hayes
January 24, 2001
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Sec. 43 .20 .048. D efines certain  te rm s fo r secs. 43 .20 .046  - 4 3 .20 .0 4 8 .

Section  6. A dds im p lem en ta tio n  o f  th e  new  enterprise zone a rtic le  p ro v is io n s  to the 
departm ent's duties.

Section  7. S tates th a t th e  b ill's  ch an g es to  the  state 's incom e ta x  ch ap te r ap p ly  to  tax 
years beg inn ing  on  o r a fte r Jan u ary  1, 2002 .

I f  I m ay be o f  fu rther assistance, p lea se  advise.

TLBrglc 
01-051 .glc
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E-mall: scon_kawasaki@ hotmail.com

February 21, 2001

The Honorable Lesil McGuire, Chairman
Special Committee on Economic Development, Trade and Tourism 
Slate Capitol Room 418 
Juneau, Alaska 99801

Dear Representative. McGuire:

I would like to voice my support for House Bill 36 relating to Enterprise Communities and 
Empowerment Zones sponsored by Representative Joe Hayes.

As a Councilman from the City o f Fairbanks and a 20-ycar resident of the area, I have seen boom 
and stagnation, development and depression. The city is currently in a state o f slow growth and I 
would entertain any feasible legislative support to allow us to encourage growth at the community 
and municipal level. I believe HB 36 can do this for us.

The principles o f HB 36 are simple: give cities and municipalities more local control to govern 
their own tax structure and offer the incentives for growth and business development.

For instance, there are specific areas in the South Fairbanks business district that are 
impoverished, but have a great potential for future growth and industrial development The area 
in South Fairbanks has all o f the necessary utilities, large tracts ofland with good soils and police 
and fire coverage, yet remain:: undeveloped. The ability to offer tax credits or exemptions from 
property taxes for this particular area could greatly promote growth.

I would encourage the passage o f House Bill 36 from this committee.

(Councilman Scott J Kawasaki 
City o f Fairbanks

Proudly serving the citizens of the Golden Heart City
This stationary is paid lor with personal lunds. Nol lax dollars or govemmont funds wsra used in Ihe production ol this tetiemead.
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February 21, 2001

Representative Joe Hayes 
Alaska State House 
State Capitol 
Juneau, AK 99811

Dear Representative Hayes:

We are writing in support o f  HB 36, relating to the creation o f  enterprise zones. We 
believe passage o f  this legislation expands the list o f  tools available to the state and 
municipalities that could be used to facilitate urban renewal and encourage economic 
development in depressed areas o f  the state. As long as the formation o f  the enterprise 
zones remains a local option to be determined by the local community, w e would 
encourage its passage.

We appreciate your taking a proactive role in offering an option to help communities find 
solutions to improve economic development. It is one o f  the top concerns o f  our 
membership.

I f  we can assist you further with this o r any other municipal issue, please call on roe.

Kevin Ritchie 
Executive Director

Cc: Land Use, Resources &  Economic Development Committee

Member o f the National League o f Cities and the National Association o f Counties
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Empowerment Zone/Enterprise Communities 
Program: Overview of Rounds I, IE & Eli

Bruce K. Mulock 
Specialist in Business and Government 

Government and Finance Division

Summary

In  1993, Congress set in m otion a  nuyor economic development initiative designed 
to  revitalize deteriorating urban and rural communities. The Em pow erm ent 
Zone/Enterprise Communities (EZ/EC) program  targeted federal g ran ts fo r social 
services and community redevelopm ent, and provided tax  and regulatory re lie f intended 
to attract and retain businesses in designated areas. It embraces a tw o-tier designation 
process. Originally, six urban and three rural areas were designated Em pow erm ent 
Zones (EZs). They enjoy the bulk o f  the tax and grant incentives. A n additional 60 
urban and 30 rural areas w ere designated Enterprise Communities ( EC s); they received 
a m uch sm all package o f federal incentives.

In  1997, Congress created a  R ound II o f the EZ/EC program , authorizing the 
designation o f 20 additional EZs. Round II EZs were given a different m ix  o f  tax 
incentives. And, unlike the Round I EZs, the enabling legislation fo r R ound II zones did 
not include Social Service Bock Grant (SSBG) funding.

A t the end o f  the post-election session, the 106th Congress passed legislation w hich 
included authorization for the Secretaries o f  HUD and Agriculture to  designate nine 
additional EZs (seven urban and tw o  rural) by January 1, 2001. The Consolidated 
A ppropriations A ct (P.L. 106-554) also included provisions that significantly effect 
Round I and R ound II EZs. This report provides an overview o f  Rounds I and II  o f  the 
EZ/EC program — including funding issues— as well as a sum m ary o f  E Z -related  
provisions o f  P.L. 106-554. It will be updated as evonts warrant.

Background

Over the past h a lf  century, Congress has enacted a  h a lf  dozen o r m ore m ajor 
economic developm ent initiatives designed to revitalize som e o f  the nation’s m ore 
impoverislifld areas. Deginning with the Housing A ct o f  1949 which authorized loans and 
capital g ian ts to help selected localities undertake so-called slum  clearance and urban 
redevelopm ent, through the M odel Cities program  (1966) which sought to  im prove urban

Congressional Research Service ❖ The Library o f Congress
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This legislation would create a new state-administered program of enterprise zones. It requires that the department develop 
regulations to operate the program, including a formal application and appeals process. The department would be required to 
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then prioritize applications and make recommendations to the Governor and the Legislature regarding appropriate enterprise zone 
incentives.

These requirements represent significant adm inK.ative duties that cannot reasonably be absorbed by existing staff. The 
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