History of Proposal April 14, 2005

SENATE BILL 83 (LRB-0511)

An Act to amend 66.1105 (4) (gm) 1., 66.1105 (4) (gm) 4. c., 66.1105 (4) (h) 1., 66.1105 (4) (h) 2., 66.1105 (5) (ce) and 66.1105
(6) (am) 1.; and to create 66.1105 (4) (h) 6. of the statutes; relating to: technical changes to the tax incremental financing law.
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2005 SENATE BILL 83

February 24, 2005 — Introduced by Senators STEPP, DARLING, KANAVAS, KEDZIE,
ROESSLER, OLSEN, GROTHMAN, LEIBHAM and BRESKE, cosponsored by
Representatives GOTTLIEB, HUNDERTMARK, FRISKE, DAvis, NISCHKE, GARD,
Hann, Stong, OTr, KRAWCZYK, GUNDERSON, PRIDEMORE, HINES, KAUFERT,
BALIWEG, LOEFFELHOLZ and TOWNSEND. Referred to Committee on Housing
and Financial Institutions.

AN ACT to amend 66.1105 (4) (gm) 1., 66.1105 (4) (gm) 4. c., 66.1105 (4) (h) 1.,
66.1105 (4) (h) 2., 66.1105 (5) (ce) and 66.1105 (6) (am) 1.; and ¢o create 66.1105
(4) (h) 6. of the statutes; relating to: technical changes to the tax incremental

financing law.

Analysis by the Legislative Reference Bureau

Under the current tax incremental financing program, a city or village may
create a tax incremental district (TID) in part of its territory to foster development
if at least 50 percent of the area to be included in the TID is blighted, in need of
rehabilitation or conservation, suitable for industrial sites, or suitable for mixed—use
development. Before a city or village may create a TID, several steps and plans are
required. These steps and plans include public hearings on the proposed TID within
specified time frames, preparation and adoption by the local planning commission
of a proposed project plan for the TID, approval of the proposed project plan by the
common council or village board, and adoption of a resolution by the common council
or village board that creates the TID as of a date provided in the resolution.

Also under current law, once a TID has been created, the Department of
Revenue (DOR) calculates the “tax increment base value” of the TID, which is the
equalized value of all taxable property within the TID at the time of its creation. If
the development in the TID increases the value of the property in the TID above the
base value, a “value increment” is created. That portion of taxes collected on the
value increment in excess of the base value is called a “tax increment.” The tax
increment is placed in a special fund that may be used only to pay back the project
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costs of the TID. The costs of a TID, which are initially incurred by the creating city
or village, include public works such as sewers, streets, and lighting systems;
financing costs; site preparation costs; and professional service costs. DOR
authorizes the allocation of the tax increments until the TID terminates or, generally,
20 years, 23 years, or 27 years after the TID is created, depending on the type of TID
and the year in which it was created. Under certain circumstances, the life of the TID
and the allocation period may be extended.

TIDs are required to terminate, under current law and with some exceptions,
once these costs are paid back, 20 years, 23 years, or 27 years after the TID is created,
depending on the type of TID and the year in which it was created, or when the
creating city or village dissolves the TID, whichever occurs first. Under one of the
exceptions, which is limited to certain circumstances, after a TID pays off its project
costs, but not later than the date on which it must otherwise terminate, the planning
commission may allocate positive tax increments generated by the TID (the “donor”
TID) to another TID that has been created by the planning commission.

Under certain circumstances that affect some types of TIDs, the creating city
or village may ask the joint review board to extend the TID’s life for three or four
years, depending on the type of TID. The city or village may provide the joint review
board with an independent audit that demonstrates that the TID is unable to pay off
its costs within its original life span. The joint review board may choose to approve
or deny a request to extend the life of such TIDs but, if accompanied by an audit, the
board must approve a request for an extension. If the TID’s life is extended, DOR may
allocate tax increments to the TID for additional years beyond the limit that
otherwise applies.

Current law specifies that for certain TIDs, subject to a number of exceptions,
the expenditure period to pay off project costs is limited to five years before the
unextended termination date of the TID. This bill makes a technical change to clarify
that the five—year expenditure period limit applies to all TIDs, subject to a number
of exceptions. The bill also makes a technical change related to the amount of vacant
land that a TID may contain if it is suitable for mixed—use development.

Under current law, a planning commission may adopt an amendment to a
project plan, which requires the approval of the common council or village board and
the same findings that current law requires for the creation of a new TID. Current
law also authorizes the amendment of a project plan up to 4 times during a TID’s
existence to change the district’s boundaries by adding or subtracting territory. This
bill clarifies that if a single amendment to a project plan both adds and subtracts
territory, this amendment counts as only one amendment of the plan in counting
toward the allowable maximum of 4 amendments to the TID’s boundaries.

Currently, before a TID may be created or its project plan amended, the city or
village must issue a finding that the equalized value of taxable property of the TID
plus the value increment of all existing TIDs does not exceed 12 percent of the total
equalized value of taxable property in the city or village (the “12 percent test”), unless
the amendment of the project plan subtracts territory from the TID. This bill
clarifies that the 12 percent test applies only to TIDs that are being created or whose
project plans are amended in a way that adds territory to the district.
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For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 66.1105 (4) (gm) 1. of the statutes is amended to read:

66.1105 (4) (gm) 1. Describes the boundaries, which may, but need not, be the
same as those recommended by the planning commission, of a tax incremental
district with sufficient definiteness to identify with ordinary and reasonable
certainty the territory included in the district. The boundaries of the tax incremental
district may not include any annexed territory that was not within the boundaries
of the city on January 1, 2004, unless at least 3 years have elapsed since the territory
was annexed by the city, unless the city enters into a cooperative plan boundary
agreement, under s. 66.0307, with the town from which the territory was annexed,
or unless the city and town enter into another kind of agreement relating to the
annexation except that, notwithstanding these conditions, the city may include
territory that was not within the boundaries of the city on January 1, 2004, if the city
pledges to pay the town an amount equal to the property taxes levied on the territory
by the town at the time of the annexation for each of the next 5 years. If, as the result
of a pledge by the city to pay the town an amount equal to the property taxes levied
on the territory by the town at the time of the annexation for each of the next 5 years,
the city includes territory in a tax incremental district that was not within the
boundaries of the city on January 1, 2004, the city’s pledge is enforceable by the town
from which the territory was annexed. The boundaries shall include only those
whole units of property as are assessed for general property tax purposes. Property

standing vacant for an entire 7—year period immediately preceding adoption of the



10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

2005 — 2006 Legislature -4 - LRB-0511/3
MES:lmk&cmh:pg

SENATE BILL 83 | SECTION 1
resolution creating a tax incremental district may not comprise more than 25% 25
percent of the area in the tax incremental district, unless the tax incremental district
is suitable for-industrial sites under subd. 4. a. for either industrial sites or mixed
use development and the local legislative body implements an approved project plan
to promote industrial development within the meaning of s. 66.1101 if the district has
been designated as suitable for industrial sites, or mixed—-used development if the

district has been designated as suitable for mixed-use development. In this

subdivision, “vacant property” includes property where the fair market value or
replacement cost value of structural improvements on the parcel is less than the fair
market value of the land. In this subdivision, “vacant property” does not include
property acquired by the local legislative body under ch. 32, property included within
the abandoned Park East freeway corridor or the abandoned Park West freeway
corridor in Milwaukee County, or property that is contaminated by environmental
pollution, as defined in s. 66.1106 (1) (d).

SECTION 2. 66.1105 (4) (gm) 4. c. of the statutes is amended to read:

66.1105 (4) (gm) 4. c. The equalized value of taxable property of the district plus

the value increment of all existing districts does not exceed 12 percent of the total

equalized value of taxable property within the city;-except-ifa-city subtracts-territory

In determining the equalized value of taxable property under this subd. 4. c., the
department of revenue shall base its calculations on the most recent equalized value
of taxable property of the district that is reported under s. 70.57 (1m) before the date
on which the resolution under this paragraph is adopted.

SECTION 3. 66.1105 (4) (h) 1. of the statutes is amended to read:
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66.1105 (4) (h) 1. Subject to subds. 2., 4., and 5., and 6., the planning
commission may, by resolution, adopt an amendment to a project plan. The
amendment is subject to approval by the local legislative body and approval requires

the same findings as provided in—pars- par. (g) and, if the amendment adds territory
to a district under subd. 2., approval also requires the same findings as provided in

par. (gm) 4. c. Any amendment to a project plan is also subject to review by a joint
review board, acting under sub. (4m). Adoption of an amendment to a project plan

shall be preceded by a public hearing held by the plan commission at which
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interested parties shall be afforded a reasonable opportunity to express their views

[y
[

on the amendment. Notice of the hearing shall be published as a class 2 notice, under

P
k.

ch. 985. The notice shall include a statement of the purpose and cost of the

e
Do

amendment and shall advise that a copy of the amendment will be provided on
13 request. Before publication, a copy of the notice shall be sent by 1st class mail to the

chief executive officer or administrator of all local governmental entities having the

9 k 15 power to levy taxes on property within the district and to the school board of any

1’%{ {} scool distric
G,

" county with no chief execufive.of

t Whlch 1ncludes property located within the proposed district. For a

county board chairperson.

21 commission may adopt an amendment to a project plan under subd 1. to modify the
22 district’s boundaries, not more than 4 times during the district’s existence, by
23 subtracting territory from the district in a way that does not remove contiguity from

24 the district or by adding territory to the district that is contiguous to the district and

25 that is served by public works or improvements that were created as part of the
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1 district’s project plan. A singl endmen a _proj lan th h add
2 subtracts territory shall be counted under this subdivision as one amendment of a
3 project plan. 5 i, /

4 SECTION 5. 66.1105 (4) (h) 6. of the statutes is created to regd?
5 66.1105 (4) (h) 6. Notwithstanding subd. 1., a project pla hall be considered
6 to have been amended, without compliance with any of th procedures required

under subd. 1., if the only change to the project plan is the gxtension of the period

., as authorized under

| during which expenditures may be made under sub. (6) (am) £

(-

1

ﬁ’l&’ SECTION 6.

(91_2__ /{}j 66.1105 (5) (ce) If the city adopts an amendment, to which sub. (4) (h) 2., 4., or

z that subdivision by a provision of state law that takes effect after a tax incremental

A/ district’s projec%n is first adopted under par. (f).
o~

6.1105 (5) (ce) of the statutes is amended to read:

~, 5. applies, the tax incremental base for the district shall be redetermined, either by

subtracting from the tax incremental base the value of the taxable property and the

15 value of real property owned by the city, other than property described under par.

16 (bm), that is subtracted from the existing district or by adding to the tax incremental
17 base the value of the taxable property and the value of real property owned by the
18 city, other than property described in par. (bm), that is added to the existing district

19 under sub. (4) (h) 2., 4., or 5., as of the January 1 next preceding the effective date

20 of the amendment if the amendment becomes effective between January 2 and
21 September 30, as of the next subsequent January 1 if the amendment becomes
22 effective between October 1 and December 31 and if the effective date of the
23 amendment is January 1 of any year, the redetermination shall be made on that date.

24 With regard to a district to which territory has been added, the tax incremental base



[T N - e N =

10
11

2005 — 2006 Legislature -7-

SENATE BILL 83 7 ) '

LRB-0511/3
MES:Imk&cmh:pg

SECTION 6

as redetermined under this paragraph is effective for the purposes of this section only

if it exceeds the original tax incremental base determined under par. (b).

SECTION 7. 66.1105 (6) (am) 1. of the statutes is amended to read:

66.1105 (6) (am) 1. Except as otherwise provided in this paragraph, no
expenditure may be made later than 5 years before the unextended termination date
of a tax incremental district under sub. (7) (ak) or (am).

SEcTION 8. Initial applicability.

(1) This act first applies to a tax incremental district that is in existence on the
effective date of this subsection or that is created on the effective date of this
subsection.

(END)
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SENATE AMENDMENT 1,
TO 2005 SENATE BILL 83
March 10, 2005 — Offered by Senator STEPP.
At the locations indicated, amend the bill as follows:
J ,
1. Page 6, line 8: delete “2.” and substitute “1.”. (,, ( ( ;

3. Page 6, line 10: after that line insert: ~/

SECTION t‘ (5) (a) of the statutes is amended to read:
66.1105 (5) (a) Subject to sub. (8) (d), upon the creation of a tax incremental

district or upon adoption of any amendment subject to par. (c), its tax incremental

base shall be determined as soon as reasonably possible. The department of revenue

may impose a fee of $1,000 on a city to determine or redetermine the tax incremental

base of a tax incremental district under this subsection, except that if the

redetermination is based on a single amendment to a project plan that both adds and

subtracts territory, the department may impose a fee of $2.000.
SECTION 5s. 66.1105 (5) (c) of the statutes is amended to read: -
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66.1105 (5) (¢) If the city adopts an amendment to the original project plan for

any district which subtracts territory from the district or which includes additional
project costs at least part of which will be incurred after the period specified in sub.
(6) (am) 1., the tax incremental base for the district shall be redetermined, if sub. (4)
(h) 2., 4., or 5. applies to the amended project plan, either by subtracting from the tax
incremental base the value of the taxable property and the value of real property
owned by the city, other th roperty described under par. (bm), that is subtracted
from the existing district or by adding to the tax incremental base the value of the
taxable property and the value of real property owned by the city, other than property
described in par. (bm), that is added to the existing district under sub. (4) (h) 2,, 4.,
or 5. or, if sub. (4) (h) 2., 4., or 5. does not apply to the amended project plan, under
par. (b), as of the January 1 next preceding the effective date of the amendment if the
amendment becomes effective between January 2 and September 30, as of the next
subsequent January 1 if the amendment becomes effective between October 1 and
December 31 and if the effective date of the amendment is January 1 of any year, the
redetermination shall be made on that date. With regard to a district to which
territory has been added, the tax incremental base as redetermined under this
paragraph is effective for the purposes of this section only if it exceeds the original

tax incremental base determined under par. (b)..
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SENATE AMENDMENT 2,
TO 2005 SENATE BILL 83
March 10, 2005 — Offered by Senators STEPP, LAssA and PLALE.
At the locations indicated, amend the bill as follows: J

1. Page 5, line 20: delete “and 5.” and substitute §

<& 20

2. Page 6, line 10: after that line insert:

MON 5e. 66.1105 (4) (h) 7. of the statutes is created to read: v

66.1105 (4) (h) 7. If the department of revenue, acting under sub. (5) (dm),
<A,makes a determination that any of the conditions listed in sub. (5) (de) apply, a
' planning commission may amend its project plan to ensure that, with regard to that
mixed—use district, the percentage of lands proposed for newly platted residential

use does not exceed the percentage specified in sub. (2) (cm), or that at least one of

the conditions specified in sub. (2) (f) 3. a. to c. apply, even if such an amendngtt/oQR
2 bl

a project plan would exceed the number of amendments allowed under subd.

3. Page T, line 2: after that line insert:

ON 6e. 66.1105 (5) (d) of the statutes is amended to read:
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66.1105 (5) (d) The Subject to pars. (de) and (dm), the department of revenue

may not certify the tax incremental base as provided in par. (b) until it determines
that each of the procedures and documents required by sub. (4) (a), (b), (gm) or (h)
and par. (b) has been timely completed and all notices required under sub. (4) (a), (b),
(gm) or (h) timely given. The facts supporting any document adopted or action taken
to comply with sub. (4) (a), (b), (gm) or (h) are not subject to review by the department
of revenue under this paragraph, except that the department may not certify the tax

incremental base as provided in par. (b) until it reviews.and approves of the findings

specified in s E. (2) (cm). ‘ ﬁ\/A’ =

2. Nog# of the conditions specified iq sub. (2) () 3. a. to c. apply.
SECTION 6i. 66.1105 (5) (dm) of the statutes is created to read:
66.1105 (5) (dm) If the department of revenue certifies the tax incremental base

of a mixed—use development tax incremental district and then determines that any

of the conditions listed in the par. (de) apply, the department may not certify the tax
incremental base of any other tax incfemental district in that city until the
department certifies that the mixed-use development district complies with the

percentage specified in sub. (2) (cm) andithe conditions specified in sub. (2) (f) 3. a.

RS
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ASSEMBLY AMENDMENT 1,
TO 2005 SENATE BILL 83
March 16, 2005 - Offered by Representative GOTTLIEB.
1 At the locations indicated, amend the bill as follows:
2 Jl. Page 7, line 2: after that line, on page 2, line 16, of the material inserted by

senate amendment 2, delete “None” and substitute ;F[‘ax increments received by the

city are used to subsidize residential development and none/.

" y
R

P

. Wf”‘j 2. Page 7, line 2: after that line, on page 2, line 23, of the materiintm

8 senate amendment 2, after “to ¢.” insert “apply.”. —

9 (END)



