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This bill requires a small, local, or minority-owned business pnger to receive at least
20% ownership in a project if it is financed through bonds supported hpndexment
financing (TIF) in Prince George’s County.

Fiscal Summary
State Effect: None.
Local Effect: Prince George’s County finances are not directly affectedinced?
George’s County government can handle any additional reporting andornrani

requirements with existing resources.

Small Business Effect: Potential meaningful impact on small, local, or minority-owned
businesses.

Analysis

Bill Summary: For any project in Prince George’s County that utilizes bonds sepport
by TIF, a small, local, or minority-owned business must recativieast 20% ownership
of the project. This requirement applies to projects with privateecstip and also for
projects where county-owned property is transferred to a third. pstgluded from this
requirement are projects where the developer is considered arsptfit entity or
instances where the property was purchased prior to October 1, 2009.



The Prince George’s County Council must enact local laws to defidecertify small,
local, and minority business enterprises for the purpose of theTdik county council
must also conduct a disparity study that investigates poteguatitdrns of discrimination
toward recipients of proceeds from tax increment financing bonds. e€Bods of the
disparity study are due to the county’s Senate and House |egistilegations by
December 31, 2010.

Current Law: County and municipal governments are authorized to borrow money by
issuing and selling bonds and utilize TIF for the purpose of financing tedogenent of

an industrial, commercial, or residential area. Except asvageeprovided by law, all
proceeds received from any bonds issued and sold must be applied solely for:

o the cost of purchasing, leasing, condemning, or otherwise acquiring land or othe
property, or an interest in them, in the designated developmenttdssta or as
necessary for a right-of-way or other easement to or from tredagement district
area,;

site removal;
surveys and studies;
relocation of businesses or residents;

installation of utilities, construction of parks and playgrounds, and odeassary
improvements including streets and roads to, from, or within the development
district, parking, lighting, and other facilities;

o construction or rehabilitation of buildings provided that such buildingsoabe
devoted to a governmental use or purpose;

o reserves or capitalized interest;
o necessary costs of issuing bonds; and
° payment of the principal and interest on loans, money advanced, or thuedsge

incurred by a county or municipality.

In addition to the uses listed above, in Prince George’s County, proessiged from
any bonds issued and sold by the county may also be applied foorkg&uction,
maintenance, or improvement of convention centers, conference certdryisitors’
centers. Bond proceeds may also be used for marketing the development digities fa
and other improvements. Furthermore, Chapter 470 of 2008 expanded this atitthoriza
to allow Prince George’s County to apply the proceeds from the issuance of bheads t
the installation of any infrastructure improvements, including tstrearking structures,
utilities, street lights, stormwater management and storm &aailities, fencing, noise
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walls, retaining walls, trails, sidewalks pedestrian and wddnicbridges, and park
facilities. The purpose of this additional authorization is to engeuradevelopment in
revitalization areas, mixed use centers, blighted areas, and \tbmkd tier, growth
corridors, and growth centers as defined by the county general plan.

Prince George’s County code requires that the county purchasing siygecture
procurement procedures and activities to facilitate and encouragevtrd of at least
30% of the total dollar value of all contracts awarded, diremtlyndirectly, to minority
business enterprises. The purchasing agent is required to magu@aidsr and statistics
on contract bids and awards and submit a monthly report to the axatytive on the
progress of achieving the minority contracting goal.

Background: Tax increment financing is a method of public project financing wiyereb
the increase in the property tax revenue generated by new comntevelopment in a
specific area, the TIF district, pays for bonds issued to finaiteeilmprovements,
infrastructure, and other project costs located on public property.

The TIF district typically consists of a blighted area in nekdconomic revitalization.
Usually, a sponsoring jurisdiction creates a TIF district oleoto demonstrate a public
commitment to the economic and social viability of an area,elblyerencouraging
privately financed economic development. In a TIF district, ldeal government
“freezes” the existing property tax base and uses the properntgvwerue from this base
as it would normally use such funds. Over time, the partnershipebetihe private
sector and local government leads to enhanced economic growth wbiehases the
district’'s taxable real property valuation above its frozen .bad®e difference between
the current tax base and the frozen base in each future yemmisdtthe incremental
valuation. The local government apportions the property tax revenue orcteémental
valuation to a special account to pay debt service on the bonds and toappteay for
additional public expenditures in the TIF district. The TIF distcEdses to exist upon
the retirement of the bonds, and after that time, all property éa&nue may be
appropriated by normal means.

TIF Districts in Prince George’s County

In Prince George’s County, TIF has been used in the NationdloH&enter and the
Greenbelt Station development.

The National Harbor Center project is located in southemc®@riGeorge’s County along
the Potomac River. The 300-acre, $2 billion, project will encanif acres of meeting
space and will include numerous hotels and restaurants along teithared residential
development.
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The Greenbelt Station development is located next to the Cdgelakay between
Greenbelt Road and Cherrywood Lane. The multi-use development, wiliaghciude
more than 2,200 residential units, 1.1 million square feet of retall entertainment
space, 1.2 million square feet of office space, and a 300 room isatelsigned to spur
economic development and promote smart growth by concentrating deealoaraund
mass transit facilities. The county council has approved up to 80N in tax
increment financing for the development, which will provide funding for coathg
interconnecting roads, parking garage, and additional ramps to the Gaglivedy. The
total cost for infrastructure improvements is estimated at over $290 million.

Local Fiscal Effect: Depending on the size of the redevelopment project, the
requirement that a small, local, or minority business receileaat 20% ownership of a
project may be prohibitive to finding investors to develop targeted areas. If thisipnovi
negatively affects development in targeted areas, it maydakei to repay bonds issued
and would take additional time before the county is able to rea@véncrease in
property taxes from commercial improvements in TIF districts.

Prince George’s County Minority Business Development Division,téacavithin the
Office of Central Services, can handle the reporting and monitoriqgireenents
specified in the bill with existing budgeted resources.

Small Business Effect: The bill provides a meaningful benefit to small, local, or
minority-owned businesses that seek ownership in projects in TIF districts.

Additional Information
Prior Introductions: None.
Cross File: None.
Information Source(s): Prince George’s County, Department of Legislative Services

Fiscal Note History:  First Reader - March 16, 2009
ncs/hlb

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