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Sales Tax Revenue (STAR) Bonds provide Kansas municipalities the opportunity to issue bonds
to finance the development of major commercial, entertainment and tourism areas and use the
sales tax revenue generated by the development to pay off the bonds. First started in 1999,
currently there are 19 projects at various stages of completion and repayment throughout the
state.

STAR Bonds are a municipal financing program intended to create tourism and entertainment
attractions, drawing visitors from across the region and out of state. The new sales taxes
generated within the STAR Bonds district, go toward paying down bonds that were issued to
help finance the project. There has never been a default in the 20-year history of the STAR
Bond program.

In order to be considered a major commercial entertainment and tourism area, a proposed project
must be a statewide and regional destination, and include a high quality innovative entertainment
and tourism attraction, containing unique features which will increase tourism, generate
significant positive and diverse economic and fiscal impacts and be capable of sustainable
development over time. Public benefits must exceed public costs.

STAR Bond financing must constitute less than 50% of total project costs. Additionally, retail
tenants of projects financed by STAR Bonds must comply with all Kansas laws, including the
Kansas “affiliate nexus” law, and collect sales tax on remote sales to Kansas residents.

Under current law, the STAR Bonds program is set to sunset on June 30", 2021. STAR Bonds
play an important role in growing the Kansas economy, as they’re designed to increase tourism
and generate significant positive economic and fiscal impacts for our state. Last year, HB 2529
was introduced Jan. 29, 2020, to extend the STAR Bonds program for an additional five years
and implement important changes to the program. While a hearing was had on the House side
and a hearing was scheduled for the Senate, we ran out of time due to COVID-19 and extended
the program for one year, through the appropriations bill. The proposed reforms and
enhancements are intended to create more opportunities for qualified investment while
increasing transparency and accountability.


https://gcc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Flegiscan.com%2FKS%2Fbill%2FHB2529%2F2019&data=02%7C01%7CDavid.Soffer%40ks.gov%7Cb5718906f8b642d0df6508d7b0174781%7Cdcae8101c92d480cbc43c6761ccccc5a%7C0%7C0%7C637171486362404809&sdata=MdvHvq3opGQGvwmU8O5lAHjExCPbRWLBe%2BWHRqXYlA8%3D&reserved=0

Currently there are seven reforms and two enhancements that are being proposed in SB 124. The
seven reforms are as follows:

VI.

Department of Commerce will now commission the third-party feasibility study
e The Developer will still pay for the feasibility study, but the Department will be
the customer. This will eliminate any influence the developer may have on the
study and lead to more accurate financial and visitor projections.

Cities and/or developers will be required to submit visitor tracking plan and data to
Department of Commerce
e This must be added to the current statute so we can begin to enforce visitor
tracking on projects moving forward

Non-contiguous districts in MSAs are prohibited

e In MSA'’s, this forces the attraction to be located along with the retailers for the
STAR Bonds project to succeed

Capital investment and annual sales threshold has been raised from $50 million to $75
million for urban projects
e The current thresholds were over a decade ago. This sets a higher threshold that
frankly is tougher to achieve. We want the bar to be raised and we are looking for
truly unique projects that have a very high ceiling.

Cities and/or developers will be required to submit a summary of community engagement
and support of the project as part of their application
e We have heard from individuals who say we are not properly accounting for the
community’s feelings on a project. We will require a full summary of the
engagement and a showing of local support for a specific project as part of our
review process.

Ten percent of each dollar of sales tax for all existing businesses will be taken off the
increment and go back to the taxing entities
e Atthe time a STAR bond district is created, the sales tax revenues from any
businesses already operating in the district are considered part of the “base” and
not available for the project. However, the incremental gain of sales tax over the
base is available for the project.
e Under the proposed bill, the first 10% of that incremental sales tax would go to
the state and local unit. This allows the state to participate in the upside created by
the project.




There are also two modifications to what type of projects STAR Bonds can be used for:

I.  Eligibility should be extended to businesses facilities with potential to attract sizable out-
of-state visitation, allowing for even greater economic impact for the region and the state

e One realization from the Kansas Framework for Growth is that Kansas
outperforms U.S. trends in attracting corporate headquarters jobs. The state has
25,600 jobs in this sector currently, and we have outperformed both our peers and
the nation in headquarters attraction over the last decade (11% annual increase in
HQ jobs from 2013-18 versus national average of 2.4%). We should push this
advantage. Because headquarters of large companies are magnets for business
travelers—auditors, accountants, suppliers, etc.—this would accomplish the same
intent as traditional STAR Bonds: bringing new visitors and their money to the
state. Business travelers spend significant sums on hotel stays and restaurants, and
a single business traveler with an expense accounts may be likely to spend nearly
the same as a family of four traveling to an amusement park, for example.

Il. A rural-only component has been introduced that lowers the capital investment floor to
$3 million, allows for vertical building and rehabilitation, and creates a pay as-you-go
option where no bonds are issued

e Allow for vertical building and rehabilitation

e Set a capital investment floor that reflects realistic expectation for rural projects

e Add aPay as You Go option. No bonds are issued in these cases and sales tax is
used to help offset a developer’s costs (Cap for this would be $10 Million)

Lastly, one amendment was added on the floor during the debate in the Senate. The amendment
was worded as follows:

No state or local government official shall benefit financially, either directly or indirectly, from
any STAR bond project.

We believe this amendment is very problematic. For example, if a legislator has a family
member whose property value increases because of a nearby STAR Bond district, the legislator
would be in violation of the law. Or if you have a spouse who works for a company that is
working on or is located in a STAR Bonds District, you’re in violation of the law. If the will of
the Committee is to address this topic, we would ask you create something similar to PEAK
language which is as follows:

On and after July 1, 2014, no member of the legislature, either elected or appointed, shall while in
office and within three years after the expiration of such legislator's term of office avail such person
of the benefits available under the provisions of K.S.A. 74-50,212 through 74-50,216, and
amendments thereto.

With these reforms and modifications, STAR Bonds can become a more meaningful and
efficient program to help grow the Kansas economy at a faster rate. Ultimately the goal is
increasing the size of the pie for the State of Kansas through tourism and spending by people


https://www.ksrevisor.org/statutes/chapters/ch74/074_050_0212.html
https://www.ksrevisor.org/statutes/chapters/ch74/074_050_0216.html

visiting our attractions from out of state and across the region. STAR Bonds projects also
provide meaningful and necessary qualify of life enhancements. These reforms and
modifications are intended to create more opportunities for tourism and capital investment, while
increasing transparency and accountability.

Thank you for allowing us to testify on the importance of renewing STAR Bonds and passing
SB124.



