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Ways and Means

Enterprise Zones - County Tax Credits

This bill authorizes counties to enact a local law allowing bssi® located within an
enterprise zone to claim a credit against a county tax foromements to property if the
business is not currently eligible for an enterprise zone property tax credit.

The bill takes effect July 1, 2009.

Fiscal Summary

State Effect: General fund expenditures increase by $75,300 in FY 2010 due to
one-time tax form and computer programming expenses at the Coendrdlffice.
Revenues are not affected.

(in dollars) FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Revenues $0 $0 $0 $0 $0
GF Expenditure 75,300 0 0 0 0
Net Effect ($75,300) $0 $0 $0 $0

Note:() = decrease; GF = general funds; FF = federal funds; SF = special funds; - = indeterminate effect

Local Effect: Local property and income tax revenues may decrease in courdtes t
exercise this authority. Local expenditures are not affected.

Small Business Effect: Meaningful for certain businesses not eligible for a county
property tax credit.



Analysis

Bill Summary: Each county is authorized to pass a local law allowing bisssesithin
an enterprise zone to claim a credit against county taxes. dthgrization applies to
businesses that do not qualify for an enterprise zone property tax credit umeet kewv.
The local law must specify which county tax or taxes the creditiesppb; the
improvements eligible for the tax credit; the qualifications fiayilality, conditions of
certification, and process for application; and provide for calculatidheoAmount of the
tax credit. A local law authorizing a credit may limit timéal amount of tax credits that
may be authorized in a year, may allow for a refund of the teditcif the credit
otherwise exceeds the total tax payable, and may provide fordhetuee of the credit.
The governing body of a county authorizing such a credit may impgsénaitations
necessary to administer the credit.

Current Law: Businesses located within a Maryland enterprise zone are eligiblocal
property tax credits and State income tax credits for 10 pdmsthe designation of the
enterprise zone. Any business moving in after the designation giaalitye tax credits,
if the business meets all applicable eligibility standards, edified as being in
compliance by the appropriate local government, and creates nadditional jobs or
makes capital investments. Any business that is alreadyetbcat an area that is
designated an enterprise zone can qualify for the credit for fhialcenvestment and
labor force expansion occurring after designation of the enterprise zone.

Real property tax credits are 10-year credits against fteahproperty taxes on a portion
of the qualifying real property improvements in the enterprise zonde State
Department of Assessments and Taxation (SDAT) reimburse$ govarnments for
one-half of the cost of the property tax credit. The income raditds based on wages
paid to newly hired employees and can be taken over a one- ¢éoytae period. The
credits are based on the wages paid during the taxable yeamhtojesdified employee
and vary in value and length of time depending on whether the emplayexified from

the Department of Labor, Licensing, and Regulation as being econlymical
disadvantaged and if the business is located in a focus area.

Background: Maryland’s enterprise zone program is a joint effort betweeSthie and
local governments to provide tax incentives to businesses and propeeys located in
economically distressed areas. The program was created in h€l8Raa grown to
enterprise zones in 15 jurisdiction&xhibit 1 lists the number of businesses located in
each county that are located in an enterprise zone and thetedtiamaount SDAT will
reimburse local governments in fiscal 2010 for enterprise zone propertythiscr
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Exhibit 1
State Reimbur sement of Property Tax Credits
Fiscal 2010 Enterprise Zones

County Number of Businesses Reimbur sement Amount
Allegany 27 $324,069
Baltimore City 235 7,150,825
Baltimore 36 474,096
Calvert 16 44,791
Cecil 22 860,784
Dorchester 15 81,514
Garrett 24 90,116
Harford 143 1,622,078
Montgomery 66 1,165,802
Prince George’s 35 610,702
St. Mary’s 23 49,206
Somerset 2 8,132
Washington 44 529,924
Wicomico 57 117,185
Worcester 7 11,726
Total 752 $13,140,950

Source: State Department of Assessments and Taxation

State Fiscal Effect: The Comptroller's Office reports that it will incur a ct@e
expenditure increase of $75,300 in fiscal 2010 to include the tax oregliersonal and
business income tax forms. This amount includes data processing £hangee
SMART income tax return processing and imaging systems and systems testing.

Local Fiscal Effect: Local property and income tax revenues decrease in counties tha
allow tax credits for businesses located in enterprise zZbaésre not currently eligible.

In counties that exercise this authority, the fiscal impadtheldetermined by the local
law passed by each county. Each county may determine dfit@lgyi for the credit, and

may limit the total amount of credits that may be authorizetl gaar. An authorizing
county may also include provisions for recapture of the credit agdhalsa issue a credit
that exceeds the total amount payable.
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Additional Information
Prior Introductions. None.
CrossFile: SB 788 (Senator Madaleno) - Budget and Taxation.
Information Source(s): Allegany, Harford, Montgomery, Talbot, and Wicomico
counties; Baltimore City; State Department of Assessnamdslaxation; Department of
Business and Economic Development; Comptroller's Office; Mad/ Association of

Counties; Department of Legislative Services

Fiscal Note History:  First Reader - March 3, 2009
mim/hlb

Analysis by: Erik P. Timme Direct Inquiries to:
(410) 946-5510
(301) 970-5510
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