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My name is Jon Nicholas. | came here today to ask this body to iock at the long-term
budget implications of urban renewal in Colorado. The amount of tax increment financing
diverted to urban renewal authorities nearly doubled from 2005 to 2008, and is fast
approaching $120 million per year. During that same time, the number of URAs grew from 34
to 43 statewide. School districts and counties suffer the largest loss of revenues. Municipalities
—-who possess the power to create and oversee URAs--contribute only a tiny portion of the total

TIF revenue, less than $5 million statewide.

Urban renewal also impacts the state of Colorado’s budget. Under the current state
backfitl funding formulas, the state of Colorado is on the hook for nearly all of the roughly $50
million diverted from school districts. With K-12 spending such a large portion of the state’s

budget, urban renewal TiFs constitute a hidden diversion of state school funding.

Action is needed now, not later. Once an urban renewal debt is issued, the TIF money is

gone for decades to come.

if urban renewal development subsidies benefited the state as a whole, doing nothing
might be justified. But one problem created by broad use of urban renewal is job piracy. Job
piracy occurs when nearby municipalities compete to offer the biggest subsidies for
development. Such short-sighted competition doesn’t create new jobs; it simply shifts them

from one part of Colorado to another.

In Larimer County alone, the tiny town of Timnath declared its entire municipality to be
an urban renewal district to fund construction of a Wal-Mart. Nearly all of its revenue will
come from Fort Collins residents. Similarly, the Centerra development on |-25 in Loveland is

shifting retail activity from downtown Loveland, Fort Collins and Greeley.

Consider a statistical study by economists from lowa State University. it concluded that
on a state-wide basis, urban renewal in lowa did not promote new jobs or economic growth. In

fact, the program subsidized new developments at the expense of iowa’s schools and county
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governments. An extreme example of job piracy was a Kansas City, Missouri Wal-Mart—
subsidized by an urban renewal TIF- that opened one day after a Wal-Mart was closed
elsewhere in Kansas City. Kansas City officials didn’t even have enough sense to steal jobs from

a neighboring town instead of from within their own city limits.

Another problem is the lack of performance benchmarks. Developers make extravagant
claims of creating new jobs and tax revenue. Usually, no one tests those claims. Starting in
2007, the Kansas City Star began an in-depth study of urban renewal in Kansas City, Missouri.
The paper found that the city has committed $3 billion over the coming decades to various TIF
projects. The city and developers claimed the TIFs would generate about 23,000 new jobs. The
actual results were about half that number. The Star estimated that the subsidy for each new
job exceeded $100,000 each. It is unclear what the measured results would be here in

Colorado.

Allowing municipalities to decide alone to keep expanding urban renewal cannot be
justified. As it stands now, the definition of urban blight is overly broad. Municipalities can
declare farm land an “area” containing urban blight and thereby divert millions from other
government entities for “public/private” development projects. Counties and special districts

have no say in the process. Neither does the state of Colorado.

Using urban renewal for job piracy and unjustified subsidies for new development—not re-
development of slums or industrial sites-- is all too common. That is only because state
legistatures allow it. Narrowing the Colorado statute and increasing accountability is an
important part of ensuring Colorado’s long-term fiscal stability. [ would weicome the chance to

present concrete suggestions to a future meeting of this Commission. Thank you.
Contact: jsnicholas2 @hotmail.com.
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Attachment A:

Bar Chart, Total TiIF Revenue by Taxing Entity {used in support of HB 09-1070, 2009 session)
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