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Business and Economic Development - BRAC Community Enhancement Act

This departmental bill changes the effective date of a 10-yR&CBRevitalization and
Incentive Zone from the date the Secretary of Business and Emoimmwelopment
designates a zone, to the date the first property in a zone keeomelified property.
The bill changes the annual date by which local jurisdictions masty the State
Department of Assessments and Taxation (SDAT) regarding qualifegmenies from
November 1 to February 1, and the annual date that SDAT calculgtesmqa to local
jurisdictions from December 1 to March 1. Upon receipt of an & for

designation or expansion of an area as a BRAC Revitalization aadtiie Zone, the
Secretary of Business and Economic Development must notify tmebens of the
county delegation to the General Assembly for each county in whiddRAC

Revitalization and Incentive Zone is proposed.

The bill takes effect June 1, 2009, and applies to all BRAC Rigwitian and Incentive
Zones designated after October 1, 2008.

Fiscal Summary

State Effect: The bill may result in State expenditures being deferred andasiog
over time. Revenues are not affected.

Local Effect: The bill may result in local jurisdiction revenues being dete and
increasing over time.

Small Business Effect: The Department of Business and Economic Development
(DBED) has determined that this bill has minimal or no impactsmall business



(attached). Legislative Services disagrees with this assass® discussed below. (The
attached assessment does not reflect amendments to the bill.)

Analysis

Current Law: In order to address an excess capacity of military fies)i the
U.S. Congress created a process in 1990 known as Base Realigamieritlosure
(BRAC). The most recent round of plans regarding military insi@atis. nationwide
became effective in November 2005.

BRAC Revitalization and Incentive Zones

Chapter 338 of 2008 authorized the Secretary of Business and Ecddeveiopment to
designate BRAC Revitalization and Incentive Zones in the Sthteal governments
may apply to have a BRAC Zone located within their jurisdictiorhe factors the
Secretary considers when designating a BRAC Zone include the ameait growth and
mixed-use characteristics, population density, designation as ampresgte zone,

transportation options, and the overall State fiscal impact of thegrdion.

Up to six BRAC Zones may be designated annually at two tduesg a calendar year,
in June or December. Qualified property is commercial odeesial property that
DBED determines enhances economic development in a BRAC Zone.

BRAC Zone designation benefits are primarily tax-related firghmocentives, including
State support of up to 100% of the increase in the State propernty &avy qualifying

property and 50% of the local property tax for any increase irloted tax revenues
collected on the increased value of qualifying property. Thesedigaincentives may
begin in fiscal 2010 and continue for 10 consecutive years, anongtex|to the amount
appropriated in the State budget, up to $5 million per year. Itdted amount of
incentive payments for BRAC Zones exceeds $5 million in any yearpayments are
allocated on a pro rata basis. Local jurisdictions and businiestes BRAC Zone may
also receive priority consideration for financial assistanceepi®jin the BRAC Zone
from DBED, the Maryland Department of Planning, the Departmeriafsing and

Community Development, or any other appropriate State program.

Chapter 338 of 2008 also authorized a payment in lieu of taxes (Plagi&gment for
privately developed facilities in federal military reservatioaso known as “federal
enclave property.” The bill establishes a negotiation processtée, local, federal, and
private development interests to engage in a PILOT agreerdgewler federal law, in the
absence of such an agreement, privately developed facilities in Ifeahdrary
reservations are subject to the full real property tax in effe¢he local jurisdiction.
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DBED may not designate a BRAC Zone until a county has entatedgood faith
negotiations for a PILOT agreement with private developers for federalenmiaperty.

The Maryland Military Installation Council

The State created the Maryland Military Installation $gat Planning Council
(Chapter 335 of 2003), consisting of representatives of State agencies aabfeldary
installations, to serve as an advocate for military faglitiecated in Maryland and
coordinate State agency planning in response to changes caused by B®RacCthe
approval of the 2005 BRAC plans, the State renamed the council theakthiilitary
Installation Council and extended the termination date of the counalughr
December 31, 2011 (Chapter 634 of 2006).

BRAC Subcabinet

Chapter 6 of 2007 created a BRAC Subcabinet in State governmergdcbg the
Lieutenant Governor. The subcabinet, comprising State seesctafi cabinet
departments and the Superintendent of Schools, is charged with a noimiasks,
including coordinating and overseeing the implementation of all Stdien to support

the mission of military installations affected by BRA®pcdinating and overseeing the
development of BRAC-related initiatives; and working with locaisplictions affected

by BRAC to facilitate planning, coordination, and cooperation with tlateS

The subcabinet is required to submit an annual report and terminates December 31, 2011.

Joint Legislative Committee on BRAC

Chapter 469 of 2007 established the Joint Committee on Base Realiggmde@Gtosure
to provide continuing legislative oversight of the State’s responseRi&ACBrelated

opportunities and changes. In cooperation with local and State uniisstialso oversee
and participate in developing systems and processes that ‘dakt the approval of
BRAC-related transportation infrastructure; water and semfeastructure; State and
local planning processes; affordable housing options; education éscilitncluding

public school and community college construction; and health caibtigacand

infrastructure.

Background: The 2005 BRAC plans impact many of the federal militartaifegions in
the State, directly resulting in an estimated 19,536 to 20,836 new jobs aidgpl
Maryland among the largest beneficiaries nationally. Thesegelsaare expected to be
phased in over a five- to six-year period with the bulk of the gaimected at
Aberdeen Proving Ground, Andrews Air Force Base, Fort Meade, andatloné&l Naval
Medical Center. Most of these jobs are projected to be aigulicfessionals, engineers,
and managers. An additional 40,000 or more indirect jobs could be croatedh
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contractors and related services. It is further estimated Maayland may gain
approximately 28,000 households by the time the BRAC process is complete.

Five BRAC Zones were approved in 2008 in the cities of BaltimBrederick, and
Laurel and in Anne Arundel (Odenton Town Center) and Prince Gediyatsews Air
Force Base) counties. No qualified properties have been designategd BRAC Zone
to date. The fiscal 2010 budget does not provide funding for BRAC Zones.

State Fiscal Effect: By deferring the date on which BRAC Zones become effective to
assure designated properties receive benefits for 10 full yiser<hill may result in
State expenditures being deferred to future fiscal years and Statd expenditures
increasing over time. In the fiscal and policyenfair SB 206 of 2008 (Chapter 338 of 2008),
the Department of Legislative Services (DLS) estimated dhaeral fund expenditures
for incentive payments to local jurisdictions would increase to ®@l@®n in fiscal 2010

and reach the $5.0 million annual limit in fiscal 2011.

Section 2-222(b) of the Property Tax Article in current law neguiBRAC Zone
incentive payments to be provided for a period of 10 consecutive fisma geginning
in fiscal 2010. DBED interprets this provision of law to allow incenpayments to
begin in fiscal 2010, or a subsequent fiscal year, and to requirayh®epts to occur for
10 consecutive years. However, DLS advises that this provision Is@abea interpreted
to require BRAC Zone incentive payments to begin in fiscal 2010 aadecafter
fiscal 2019. DLS assumed that the incentive payments would efigtah 2019 in the
SB 206 of 2008 fiscal and policy note.

Local Fiscal Effect: To the extent the bill results in the deferral of State imoent
payments, local revenues are deferred. To the extent théddvilalesignated properties
to take advantage of incentive payments beyond fiscal 2019, local revenues increase.

The bill may have an indirect beneficial impact on local jucisoins. Under current law,
to maximize the 10-year financial benefit of a BRAC Zone, Ipgagdictions may defer
seeking BRAC Zone designation until a potential qualified propertye&yr for

designation. Therefore, the bill may encourage local jurisdictiosgedk BRAC Zone
designation earlier and use this designation to attract thirg-pgamancing for

infrastructure improvements. The bill also gives the local dwi®ns three more
months to have properties designated as qualified.

Small Business Effect: To the extent small businesses may take advantage of financial
incentive payments for a period of time beyond fiscal 2019, thehadl a significant
impact.
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Additional Information
Prior Introductions. None.
CrossFile: None.

Information Source(s): Department of Business and Economic Development,
Department of Legislative Services

Fiscal Note History:  First Reader - March 16, 2009
mim/rhh Revised - House Third Reader - April 1, 2009
Revised - Enrolled Bill - May 20, 2009

Analysis by: Amanda Mock Direct Inquiries to:
(410) 946-5510
(301) 970-5510
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ANALYSIS OF ECONOMIC IMPACT ON SMALL BUSINESSES

TITLE OF BILL: Business and Economic Development — BRAC Community Enhancement
Act

BILL NUMBER: HB 1429

PREPARED BY: Department of Business and Economic Development

PART A. ECONOMIC IMPACT RATING

This agency estimates that the proposed bill:

_ X__ WILL HAVE MINIMAL OR NO ECONOMIC IMPACT ON MARYLAND
SMALL BUSINESS

OR

WILL HAVE MEANINGFUL ECONOMIC IMPACT ON MARYLAND
SMALL BUSINESSES

PART B. ECONOMIC IMPACT ANALYSIS

The proposed legislation will have no impact on small business in Maryland.
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