June 28, 2007

Mr. Bill Haw, Co-Chair
Dr. Linwood Tauheed, Co-Chair
Economic Development & Incentives Task Force

Gentlemen:

Per my previous discussion with Mr. Haw and with his approval, [ am transmitting the
Economic Development Corporation of Kansas City’s response to the proposed new city
economic development incentive policy.

The EDC of Kansas City appreciates this opportunity to present its position on this
critical topic and we look forward to working closely with the Task Force during the
coming weeks.

As you will see in our response paper, much of what is included is informational in
nature, designed to assist the Task Force in understanding the development environment
in Kansas City and the way in which the incentive processes currently operate. We have
additional analytical material available to present but will hold that until you believe it
will help in your deliberations.

We also provide in our Executive Summary, the EDC’s approach with regard to general
policy formulation as well as specific recommendations organized around the
consultant’s initial report. We offer these in the spirit of good dialogue and responsible
reform.

Again, thank you for this opportunity to work with the Task Force and we look forward
to presenting our report to you when you deem it appropriate.

Sincerely,

Jeff Kaczmarek
President & CEO
Economic Development Corporation of Kansas City, Missouri

& 1100 Walnut, Suite 1700, Kansas C ty, MO 64106 & 816.2



NEW CITY ECONOMIC DEVELOPMENT POLICY
ECONOMIC DEVELOPMENT CORPORATION RESPONSE
June 28, 2007

EXECUTIVE SUMMARY

Forward

The Economic Development Corporation (EDC) of Kansas City, Missouri welcomes this
opportunity to participate in the City’s Economic Development Policy Task Force and its
preparation of a new policy as required by the City Charter. This Executive Summary
abbreviates the EDC’s approach; principles; and its strategy, process and sustainability
recommendations. More details are provided in the following section entitled:
Background, Objectives, Roles and Rationale”.

The EDC hopes this short paper will provide the Task Force members a brief summary of
its perspectives on this process. We look forward to working with the Task Force, Mayor
and City Council as this progresses and welcome the opportunity to do so.

EDC Approach

e The EDC fully supports the need for an economic development policy for the
City

e The EDC will provide any support and assistance requested by the Economic
Development Task Force appointed by the Mayor

e The EDC does not set policy....its job is to receive and objectively analyze
projects, determine which incentives may be applicable and then refer the project
to the various statutory agencies, other incentive granting entities (such as the
State) and ultimately to the Mayor and City Council who will make the ultimate
determination on whether or not to proceed and to what extent to provide
incentives

e We agree with many of the recommendations in the original consultants’ report
but differ with others and will propose alternatives for consideration

e We urge an approach of “responsible reform” when dealing with the creation of
economic development policy

e [tis important to recognize what has worked well in the past while making
improvements both to programs as well as process

e As much can be gained from improving the process by which the city reviews
projects and approves incentives as by altering the programs themselves

e Recognition of market competition, business and economic conditions, specific
local issues/problems and the private development/investment decision process

{(00084069.DOC / 2)} 1



itself are critical in creating the new policy...we operate in a competitive
environment

e Long term benefits, not simply bottom line numbers must factor into the
cost/benefit considerations of a policy framework

e The economic development policy created is simply a means to an end....job
expansion, economic growth, community improvement, quality of life...and
must be structured to achieve the City’s overall objectives while understanding
that it is simply one “piece of the puzzle” in achieving those overall objectives

Principles of New Policy Creation

e The new policy should be developed with clear outcomes in mind
e Although there are many reasons for undertaking economic development and
diverse opinions on what the City’s ultimate objectives should be, the EDC
believes there are four primary objectives for undertaking economic
development projects:
1. provision of good job opportunities
2. preserving and growing the City’s tax base in order to provide
basic human and neighborhood services
3. clearance of blight and redevelopment of underutilized and
challenged properties
4. increasing the City’s population base
e Both business and development projects must be part of the new policy
considerations and the policy should address all tools whether local, state or
federal in a synergistic manner
e The new economic development policy should reference the City’s adopted
FOCUS (Forging Our Comprehensive Urban Strategy) Plan adopted ten years
ago and should be synchronized as well with other City policies and programs
e Incorporating both qualitative as well as quantitative components in the new
policy is important to fully understand project impact beyond the project site itself
e Economic development strategies in the urban core and in disadvantaged
neighborhoods need more flexibility of application than policies utilized for
“greenfields” areas
e The EDC strongly urges the adoption of a policy framework that has clear
guidelines and measurable components, but leaves room for the flexibility to
deal with the nuances of individual projects and special opportunity or
transformational projects
e Finally, we strongly urge both the Task Force and City Council to act
expeditiously in order to enact the policy as quickly as feasible due to the backlog
of pending projects awaiting resolution. The Task Force and Council may wish
to prioritize their consensus recommendations in order to expedite the process
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Strategy Recommendations

e The City should create an Economic Development Policy Framework (EDPF)
based on the adopted FOCUS plan

e Conceptually, the idea of higher incentives for “first movers” in residential
projects makes sense, but businesses make investment decisions on many factors
in addition to timing; each business proposal must independently pass the “but-
for” and cost-benefit tests based on the new standards; additionally, certain “one-
time” competitive factors may drive investment decisions in selected instances

e The City and EDC should use a rigorous and standardized “but-for” test;
additionally, a “but-for” affidavit should required of all projects going through
LCRA, PIEA as well as Chapter 353 and Chapter 100

e The City and EDC should use a rigorous and standardized cost-benefit model

e Funding of an independent EDC should remain as it has for twenty years: a
combination of public and private sources in order to: spread the costs of
doing economic development among a variety of entities; maintain a “fee for
service” approach; provide objective analysis and advice based on purely
business and economic considerations; and to provide support for functions
that are not revenue generators including business “ombudsman” services,
small business financing and referral, business retention assistance, business
recruitment and competitive marketing

Process Recommendations

e The financial feasibility analysis conducted for each project should be
conducted by the EDC initially and if the City Finance Department wishes to do
a separate analysis, it should be done immediately thereafter and prior to
submission to the statutory agency

e The City and EDC should use precisely the same set of standardized review
tools including the financial feasibility (“but-for”) and cost-benefit models and
they should be applicable to all development incentives (including PIEA, LCRA
Chapter 353 or any re-direction of City taxes outside of TIF). On the other hand,
business incentives are statutorily driven for the most part and would need to have
a common set of review tools established for them as well

e The financial feasibility analysis should consider future incentive assistance
that is known or highly likely

e Redevelopment Agreements as currently written contemplate potential material
changes and would need to be re-negotiated if there were material changes; in
addition, cost reimbursement can only be certified if they are in compliance with
the pre-approved TIF Plan

e The General Development Plan under which PIEA incentives operate would
need to be modified by City Council if subsequent requests for abatement are
made
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e The RCC (Redevelopment Coordinating Committee) is the appropriate entity
for all City non-financial reviews including: zoning and Master Land Use Plan
compliance; infrastructure issues; and code enforcement

e The RCC process should be modified by establishing a regular twice a month
meeting date/time, two weeks in advance of a CPC (City Plan Commission)
meeting in order to gather input from all parties and expedite the review/approval
process; this review/approval process by RCC should occur prior to referral to
the appropriate Statutory Agency so that City issues are identified

e The City’s Finance Department staff should review proposals
contemporaneously with the EDC at the earliest stages to identify any
potential issues and to analyze projects from a broader financial perspective; the
Finance Department’s review and position should be formally presented to the
designated Statutory Agency at the initial public hearing

e Inorder to clarify and streamline the project review process, the EDC should be
the single portal into the development process, regardless of type of project
(business or development) or City and/or Statutory Agency involvement

e The EDC'’s role for any project proposal is to: be the initial point of contact to
receive the proposal; conduct a preliminary review/screening; conduct a financial
analysis (showing ROI with and without assistance); evaluate incentive options
and decide on the appropriate incentive(s) to utilize, guided by the new EDPF;
notify the City’s Development Assistance Team in order to obtain their
review/assistance; notify affected City Council members and the Mayor’s Office;
and then submit the project to the appropriate local Statutory Redevelopment
Agency or appropriate State Agency for review and consideration

e For projects of a City identified high-priority nature, we recommend a *“fast track
review and approval” process with substantially a reduced timeline

e For projects in disadvantaged neighborhoods, we suggest that some type of
reduced fee structure be considered in order to move the project forward,
provided the project generates living wage employment opportunities

Sustainability Recommendations

e The City should identify as a part of its goal setting process, “high priority
projects” in order to apply incentives appropriately needed to move these
forward

e Further discussion/justification needs to be conducted around the net positive
return to the City of 30% proposed in the Consultant’s preliminary
recommendations; deal specific issues and qualitative secondary/tertiary impacts
must also be evaluated here

e Inan attempt to reduce the length of granted incentives, we recommend that an
objective measure such as debt coverage ratio be utilized; when a certain ratio is
exceeded, the incentive can be adjusted to bring it back to the target figure

e In certain instances, incentives for residential projects make sense in order to:
stimulate “first movers” to a target area; increase density in the urban core;
stimulate development in historically by-passed areas; provide affordable
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housing opportunities using tax credit programs; stimulate mixed-income
projects otherwise unattractive to developers; as public policy, upgrade the
housing stock of targeted areas

e Third party providers should continue to conduct blight studies, financial
feasibility/ “but-for” tests, cost-certification and other independent analyses
with a critical eye toward the assumptions made by the developer and/or business
providing the base data; for small projects (under $2 million in private
investment), the EDC may conduct the financial analysis and blight study in-
house in order to reduce cost to the project proponent

e Use of Super-TIF (remaining 50% of EATS) should be restricted to projects
utilizing State Supplemental TIF or MODESA or that meet the City’s “high-
priority project” definition; additionally the City should not provide
guarantees for bonds issued for economic development projects except for
exceptional circumstances and where debt service coverage is sufficient to
assure minimal risk to the City

e All redevelopment agencies and the EDC should be required to report annually
as well as in a 5 and 10 year summary fashion to the City using a standardized
format and agreed upon baseline metrics (jobs, private investment, etc.) in
addition to any measures specified in State statute; the EDC would continue to be
responsible for collecting this data from all agencies and reporting in a uniform
fashion
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BACKGROUND, OBJECTIVES, ROLES & RATIONALE

1. Need for an Economic Development Policy

Kansas City has attracted an unprecedented level of private investment over the last
few years, resulting in the revitalization of downtown as well as redevelopment
throughout the City, it is time to assess the city’s economic development strategy,
including the use of incentives, going forward.

All cities go through “life cycles” of development and as Kansas City contemplates
its future, it is important that a strategic framework be adopted to ensure that the
City’s overall economic development objectives are being met.

In addition, the City’s recently amended Charter requires that the City create a policy
for the *“use of economic incentives”.

The Economic Development Corporation fully supports the adoption of an economic
incentives policy and is anxious to assist the Citizens Task force in the formulation of
that policy. As the City’s “front line” agency in working with developers and
businesses on projects, we believe the EDC can provide objective analysis and
helpful suggestions in formulating policy. Although we think that for the most part,
the approach that has been taken over the past few years with regard to economic
development incentives has been appropriate, we understand the need to improve the
use of these tools as well as the process by which they are utilized.

Many of the recommendations in the initial CSG Advisors report merit serious
consideration. We do, however, have a different view on the recommendations and
wish to suggest alternatives.

The EDC wants to be a part of “responsible reform” of Kansas City’s economic
incentives and looks forward to working with the Citizen’s Task Force, the
consultants, City staff and others in the formulation of the new policy.

2. EDC Recommended General Approach

It is important to create an economic incentive policy that recognizes the many
factors which influence development and thus growth. Economic development
incentives cannot be created in isolation of factors including market forces,
competition with other communities and specific local challenges including business
and social environments. Most importantly, it should be understood that incentives
are only a “piece of the puzzle” in terms of how business expansion and location as
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well as development/redevelopment decisions are made. Factors such as labor force
availability and quality, educational assets, physical infrastructure, crime, costs of
doing business or developing property, etc. are all important in determining if and
when a project is undertaken. That said, incentives are a significant component in the
decision process and the availability and application of those tools very much
contributes to the “go/no-go” decision by the business or developer.

The EDC feels strongly that the City’s new economic incentives policy should be:
e Developed with clear outcomes in mind
e Based on market and competitive realities
e Clearly defined but with flexibility to accommodate special circumstances and
opportunities
Linked to the City’s FOCUS plan
Have both gquantitative and qualitative components
Cognizant of other factors which impact development decisions
Applicable to both development and business projects
Synchronized with other City policies and programs
Inclusive of all development tools available, both local and state directed
Competitive yet sustainable over time and properly phased

3. The Purpose of Economic Development

Communities undertake economic development initiatives for a variety of reasons
depending on their individual circumstances. These may include: encourage private
investment; create good job opportunities for city residents; improve citizen’s quality of
life; increase the city’s population; grow and broaden the city’s tax base; keep taxes low
by bringing in new taxpayers; decreasing the unit costs of providing city services;
upgrade the city’s infrastructure; improve the city’s physical appearance and public
amenities; provide entrepreneurial opportunities for start-up and small business; attract
new companies with long term growth prospects; reduce commercial and office vacancy
rates; create real development opportunities in historically by-passed areas; create a
balanced mix of land uses; and promote safe and healthy neighborhoods.

4. Brief History of Economic Development in Kansas City

In order to achieve these various community objectives either all or in part, communities
in the United States have been actively utilizing economic development incentives since
the 1930’s. Missouri in particular, began its involvement with incentives in 1951 with
the passage of the LCRA Law. Kansas City formed an independent LCRA in 1953. As
additional state statutes focused on redevelopment were added, Kansas City formed its
Industrial Development Authority in 1968, Port Authority in 1977, TIF Commission in
1982 and the Downtown Economic Stimulus Authority in 2003. In 1987, the City, under
Mayor Richard Berkley, merged the city’s two principal development agencies, the
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Kansas City Redevelopment Authority and the Kansas City Corporation for Industrial
Development into the EDC of Kansas City. The purpose of the merger was to
consolidate functions and emphasize a more strategic and comprehensive approach to
economic development with the goal of increasing “effectiveness and efficiency”.
Interestingly, at the time, it was noted that that the creation of the EDC was essential in
order to, “give greater focus to the areas of business development, retention and
expansion”. Today, the EDC’s strategic mission focuses on these very same core
objectives.

5. The Rationale for Proper Use of Economic Development Incentives

Communities utilize development incentives for a variety of reasons including to:
e assist projects that advance the city’s highest development priorities
o fill market or project financing “gaps”
e create public/private partnerships that share both risk and reward and
stimulate the market by instilling confidence in investors and companies and
providing residual impact to surrounding areas of the city

As stated earlier, it is important to understand that economic development incentives are
just a “piece of the puzzle” in terms of how developers and companies make investment
decisions. Kansas City faces some particular challenges when companies or developers
evaluate these decisions. These challenges include:
e costs of doing business in KCMO versus surrounding communities
e costs and complexities associated with assembling and remediating property in
the urban core and in disadvantaged neighborhoods
infrastructure rebuilding or construction costs
negative perceptions regarding crime and education
lack of existing building “product” versus suburban locations
competition engendered by abutting the Kansas state line and aggressive
development efforts by the State of Kansas
e only a very recent history of a pro-business attitude and development activity
level needed to generate investment interest

6. Current Economic Development Programs in Kansas City

There are currently over 60 different economic development incentive programs/tools
available under federal, state or local statutes and/or ordinance. Of these, the EDC, the
City of Kansas City and the various statutory agencies utilize roughly two dozen tools in
various combination for either development or business projects. These two dozen tools
can be grouped into 8 broad areas: tax abatement; tax re-direction; tax credits; self-
assessment; property assembly and remediation; infrastructure provision; business
financing; and business assistance.

The following tools are utilized for development projects :
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Tax abatement: PIEA, LCRA, Chapter 353

Tax redirection: TIF, MODESA

Tax credits: historic preservation, brownfield redevelopment
Self-assessment: CID, NID, TDD, Special Purpose Districts
Property assembly/remediation: eminent domain; direct purchase
Infrastructure: city bonds; city operational funds; PIAC

The following tools are utilized for business projects:

Tax abatement: PIEA, LCRA, Chapter 100, Chapter 353, EEZ

Tax redirection : TIF, MODESA

Tax credits : DTC, MDFB, MO Quality Jobs, EEZ

Business financing : TIF bonds; SBA Section 504 loans ; revolving loan funds,

BUILD Missouri bonds; PIEA capital lease; LCRA sale/leaseback

e Business assistance: New Jobs Training Program; Missouri Enterprise;
technology support

The following exhibit is a matrix of the major redevelopment and business incentives
tools currently used in Kansas City showing their requirements and benefits. (Exhibit 1).

The following exhibit is a series of flow charts that outline the process by which projects
proceed through the various statutory agencies. (Exhibit 2).

7. Role of the Economic Development Corporation of KCMO

The EDC of Kansas City was incorporated as a 501 (c)4 non-profit corporation in 1987 to
coordinate the activities of and provide technical staff to the agencies that the City of
Kansas City had established under the various state redevelopment statutes. These
included the PIEA, IDA, LCRA, Port Authority, TIFC and Charitable Foundation. In
addition, the EDC was set up to provide a more strategic approach to economic
development with an emphasis on business development, retention and expansion.

The benefits of this consolidated approach were:

Creation of a “one-stop” economic development service organization

Clearer definition of agency roles and their uses as economic development tools
Simplified city budget allocations and accountability

Elimination of duplication of efforts and conflict among agencies

Higher level of operating efficiency

Coordinated policy development and planning among private and public sectors

In the twenty years since its creation, this “public/private” model has proved to be an
efficient and effective approach to economic development in Kansas City. The EDC
presents a “businesslike face” to the private sector and serves as a confidential,
responsive and objective single point of entry to the development process.
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The ability to be a coordinator and integrator of various tools and agencies as well as
bringing to bear non-incentive assistance (ombudsman services, business retention
assistance, etc.) is precisely why the EDC was formed. A “full service / one stop shop”
approach simplifies the business assistance process to the private sector and sends the
message that “Kansas City is open for business”. This synergistic approach yields total
results that are greater than the sum of its individual parts. But the EDC also closely
coordinates with the City as one of the vital development partners in order to ensure
strategic alignment with the City.

The EDC serves as an “umbrella” agency to provide technical assistance to the various
statutory agencies as well as fulfilling the City’s business retention, expansion and
recruitment goals. The City of KCMO, the EDC and the independent statutory agencies
enter into an annual Cooperative Agreement Contract which specifies the services to be
provided by the EDC and requirements for reporting and other compliance components.
The contract also specifies the level of consolidated City financial support to the EDC
which in FY 2007/08 is $1.14 million or approximately 27% of the EDC’s total budget.
The other revenue sources include administrative fees from the various statutory agencies
as well as direct fees from clients. This mix of public and private revenues spreads the
cost of doing economic development among a variety of sources including to those who
benefit directly from the EDC’s services and assistance as well as “subsidizing” services
such as business retention, small business assistance and information provision
which are provided at little or no cost to businesses.

Although the EDC is separate from the City in order to provide services to businesses and
developers in a confidential, timely and objective manner, it operates in concert with
overall City objectives. Additionally, the EDC acts very much like a public entity in
that it complies with all Missouri Sunshine Law statutes, conducts independent financial
audits and complies with City performance/governance audit recommendations.

A 50 member Board, appointed by the Mayor, Chamber, Civic Council, Labor and other
community organizations/associations governs the EDC.

The EDC recently updated its three year Strategic Plan in January, 2006 with the
following mission and objectives:

Mission: Keep, attract and grow businesses that will create well-paying jobs in Kansas
City, Missouri.

Goals:

=

Keep and grow existing businesses and support the start of new enterprises.
2. Attract new business investment to KCMO by marketing the city as a
competitive business location.

Make downtown a more desirable place to live, work and play.

Promote the redevelopment of underutilized and challenged real estate.
Enhance the brand identity and effectiveness of the EDC.

oA~ w
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The EDC’s Strategic Plan prompted the creation of a series of “performance metrics” to
measure to what extent the corporation was achieving its goals. A series of 21 metrics,
both quantitative and qualitative were established for the 2007/2008 fiscal year.

These performance measures include:
e Business retention calls on existing KCMO companies
Existing KCMO business expansions
New private capital investment
New job creation
New businesses attracted to the City
New housing units in the DESA area
Additional retail operations downtown
Reduced downtown vacancy rate
Specific progress on keystone projects including: Columbus Park, Richards-
Gebaur/CenterPoint, East Village, KCI area and the Riverfront
Additional marketing initiatives
e Enhanced organizational value

Following is the EDC’s current organizational chart. (Exhibit 3).

8. Impact on School Districts of Incentives Use

For the 2006-2007 school year, the old “foundation” funding formula for school districts
was changed to a new approach based primarily on student needs. The old formula was
an equalized tax-rate driven approach whereas the new formula takes into account
(beyond simply student counts), characteristics such as: students eligible for free/reduced
rate lunches; those receiving special education services; and students with limited English
language proficiency. Together, these factors are measured against certain high
performance school districts to develop a “state adequacy target”. A school district
cannot receive less in state aid than this target figure (approximately $6100 per student).

In addition to its state aid, the school district derives additional local revenue from local
tax base increase, either via assessment/property value increases or through new
construction. This locally generated revenue is calculated by computing the revenue the
district would have received in FY 2005 if its operating levy had been set at $3.53 per
$1,000 of equalized value (the state average). This figure is called the “performance
levy”. For each subsequent year, a district’s local tax effort is frozen (i.e., cannot go
below this amount of retainage) and they may keep any locally collected revenues based
on valuation or construction growth and not have to offset state aid payment.

Economic development projects are additive to school districts” local revenue base in that
they create new property taxes available for local school district use and do not impact
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state aid. To the extent that economic development tools either re-direct or freeze these
new, additional taxes, they do impact a district’s local revenue base.

Four points are important here with regard to impact of incentives on school districts.
The first is that the current revenue base of the district is unaffected by any economic
development incentive in that the project provides new revenue that was not there in the
first place.

The second point is that economic development projects capturing local property taxes
pay PILOTS (payments in lieu of taxes) to the various local taxing jurisdictions. These
PILOT payments are typically negotiated during the incentive negotiation process and
can partially offset foregone new taxes.

The third point is that the great majority of incented projects in Kansas City have been for
non-residential projects and thus generate no school age children, only tax paying
commercial/industrial projects. Indeed, the TIF Commission by policy does not do
purely residential TIF’s.As the CSG Advisors have pointed out, these projects provide an
excess of revenues over costs to the various taxing jurisdictions. Because school districts
typically comprise 70% of the property taxes paid, this is particularly important.

Fourthly, it is important to remember that these incentives expire, often prior to their
intended life. At that point, the project is fully on the local tax roles generating
additional revenues to the school districts.

Following is a graphic showing the use of TIF tax dollars as an illustration of how the
new, additional taxes from a development project is typically utilized for the project itself
and to the local taxing jurisdictions. (Exhibit 4).

9. Incentive Program Summaries
10. Maps of Various Redevelopment Areas
11. EDC Proposed Proactive Projects

The EDC is currently working on five “proactive” development projects which are in
various stages of progress. The idea behind each one of these projects is to have the EDC
and City be the project initiator rather than simply reacting to a developer’s proposal. We
have more detail on these various initiatives should the Task Force wish to discuss them
further.

The 39™ & Prospect project aims to create a commercial node at this intersection,

anchored by re-directed revenues from the Southtown TIF. We are also partnering with
Kansas City LISC (Local Initiatives Support Coalition) to assist in a more comprehensive
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neighborhood regeneration program (including a housing rehabilitation component)
linked to LISC’s “Neighborhoods Now” program.

The Paseo West Reindustrialization Plan seeks to anchor this industrial and mixed-use
area immediately to the east of the Civic Mall/East Village area with key manufacturing
businesses and complimentary land uses in order to stabilize the neighborhood and
provide economic generators for public improvements and to bring new private
investment and job opportunities into the area.

The Blue Valley Reindustrialization Plan is a multi-agency effort involving the EDC,
EDC Charitable Fund and the Blue Valley Association. The focus of this effort is to
clearly define development objectives in this historical industrial area and to create a
proactive redevelopment plan that can presented to potential private sector interests.

The Bannister Corridor initiative will work to integrate the redevelopment opportunities
presented by the Bannister Mall closure, the move of the National Nuclear Security
Administration facility out of the Bannister Federal Complex to 150 Highway and Botts
Road, and the GSA’s potential relocation out of the Bannister Federal Complex to
downtown Kansas City. Combined with the Cerner Corporation’s recent investment at
the former Marion Park site, this offers an enormous redevelopment opportunity for south
Kansas City.

The Black Heritage District initiative is in its formative stages but envisions a proactive
redevelopment scheme for the area bounded by 9", Prospect, 27" and Troost. The
thought here is to integrate the many overlapping redevelopment areas (URA, TIF, PIEA
and 353) in a creative way to entice qualified developers into the area with potentially
pre-approved incentives and a fast-track development process.
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ECONOMIC DEVELOPMENT INCENTIVE SUMMARY

STATUTORY AGENCIES

SELF ASSESSING PROGRAMS

STATE PROGRAM & OTHER INCENTIVE PROGRAM

STATUTORY FINDINGS/

REQUIREMENTS

Finding of Blight *
Finding of Conservation *

Finding for Economic Development *
"But For" Analysis

Cost Benefit Analysis

Local Municipal Match

Registered Residential VVoter Approval

Registered Property Owner Approval
City Council Approval of Plan

City Council Approval of Project

City Council Member Endorsement of
Project or Submission of Application
Mayor's Endorsement of
Project/Application

State Department Approval

Court Approval

Commission's Public Hearing on Plan
City Council's Public Hearing for
Approval of Project

Notice to Taxing District

Notice to Affected Property Owners
Notice Published in Newspaper

Vote of Citizens

Annual Reporting to City Council
Annual Reporting to State Departments
Periodic Reporting to City Council
(5/10 year)

Job/Investment Threshold

Restriction on Program Funds
Restriction on Types of Projects

STATUTORY BENEFITS

Real Property Tax Abatement

Personal Property Tax Abatement
EATS/PILOTS Redirection

Property Acquisition Assistance

Bond Issuance

Tax Credits

Special Self Imposed Real Property Tax
Special Self Imposed Sales Tax

State Sales Tax Redirection

State Income Tax Redirection
Purchase/Lease Back Ownership Optior

Brownfield
Port 353 Tax Historic  Redevelopment MDFB TAX  Development Chapter
LCRA Authority  Abatement DESA  TIFC  State TIF PIEA EEZ NID CID TDD SBD Tax Credit Program CREDITS Tax Credit 100
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TIF PROCESS IN KANSAS CITY, MISSOURI
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Flow Chart showing Urban Renewal Plan/ Amendment/ RFP Process
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ELOW CHART NOTES/TIMELINE

30 — 90 Days

Step #1.

Developer meets with Business Development Officer and, if LCRA is he
recommended incentive, receives required Urban Renewal Plan (the “Plan™)
form, development incentive information, a copy of the Workable Program and
a copy of LCRA MBE/WBE Guidelines.

Step #2. Following the staff meeting, the developer files a Plan Application, enters into a
Funding Agreement with LCRA and submits Preliminary MBE/WBE Compliance
Plan.

Step #3. Staff prepares the Plan or Plan Amendment. Depending on the size of the Plan
and issues involved.

Step #3a. If plan amendment does not alter land use or boundaries, go to Step # 7.

45 Days

Step #4. Staff distributes twenty-six copies of the Plan to the City Development Staff.

Step #5. City Development Staff coordinates RCC meeting to review the Plan. RCC
reviews the Plan and makes its recommendation to the CPC. The RCC may,
however, ask LCRA to make changes to the Plan before they recommend the
Plan to CPC.

Step #6. CPC reviews and acts on the Plan and makes its recommendation to the City
Council. The CPC may, however, ask LCRA to make changes to the Plan before
they recommend the Plan to the City Council.

15 - 45 Days

Step #7. LCRA Board reviews and acts on the Plan.

45 Days

Step #8. First reading of ordinance(s) approving the Plan application.

Step #9. The Planning, Zoning and Economic Development Committee consider the Plan
application and make its recommendation to the City Council.

Step #10. The City Council considers the Plan application. If the applicant asks the City

Step #11.

83920

Council for advancement the Council may approve the plan, thereby eliminating
the need for the City Council third hearing.

The City Council acts on the Plan application.



60 Days

Step #12. Staff issues RFP pursuant to state and local law.

Step #13. Staff reviews proposals. If staff receives multiple proposals for a Project, each
applicant must submit Project Application that complies with the Workable

Program before staff may complete its review.

Step #14. LCRA Board upon recommendation of staff selects a Redeveloper for the
Project.

Step #15. The Redeveloper enters into a Funding Agreement (amended/new) and a
Redevelopers Contract with LCRA.

Step #16. Staff monitors the Project to ensure compliance with the Redevelopment
Contract, Workable Program and any other Project related agreement.

Step #17. LCRA issues a Certificate of Completion, if required.
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Flow Chart showing Chapter 100 Process
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DESA PROCESS IN KANSAS CITY, MISSOURI
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TAX INCREMENT FINANCING
PURPOSE

Tax Increment Financing (TIF) is an economic development tool that
encourages the redevelopment of blighted areas, conservation areas and
economic development areas. TIF allows future property taxes generated by
a new development to be used to pay for the construction of public
infrastructure, site clearance and related project expenses. TIF is based on
the premise that there will be an increase in the value of real property, new
jobs and other economic activity that will generate new tax revenue to the
municipality, and that these new taxes could be used to enable the desired
redevelopment. The new or increased local tax revenues resulting from
redevelopment projects in the designated redevelopment area are called the
“tax increments”’. The tax increment from local real property taxes or
payment in lieu of taxes (PILOTS) and 50% of the increment from economic
activity taxes (EATS) are available to finance eligible project costs, such as
the construction of public infrastructure, site clearance and related project
expenses.

ELIGIBILITY CRITERIA

Projects using Tax Increment Financing (TIF) must have plans approved by
both the Tax Increment Financing Commission (TTFC) and the City Council
at public hearings. Missouri Statute requires TIF projects to meet the “but-
for” test: but for tax increment financing, the area would not be developed.
A designated TIF area also must meet one of three designations:

¢ A finding of blight or blighting conditions in the area; or

+ A Conservation Area in the City where 50% or more of the
structures have an age of 35 years or more and may become
blighted because of certain specific conditions; or

¢ An Economic Development Area that does not meet the
requirements for a “Blighted Area” or “Conservation Area”, and
in which the Council finds that redevelopment is in the public
interest because it will discourage economic development
activities from moving to another state; or result in increased
employment; or result in preservation or enhancement of the tax

base of the city.
Authorization: Sections 99.800 to 99.865,
SPECIFICS OF PROGRAM RSMo and SB 1 (1997 special session).
REVENUE SOURCES

¢ Payment in Lieu of Taxes (PILOTS) — Real property tax rates are
frozen for a term up to 23 years per project. The taxes generated
by the initial assessed value of the property are distributed to the
affected taxing districts for the duration of the TIF plan. The
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value equal to the increase in City and County taxes due to new
construction and/or rehabilitation is paid as PILOTS. The
property owner pays the PILOTS at the same time as property
taxes and the PILOTS are then deposited in a special allocation
fund.

+ Economic Activity Taxes (EATS) — In addition to PILOTS, fifty
percent of the taxes generated by the economic activities within
the project, such as new sales, earnings, profits, utility and food
and beverage taxes are deposited in a special allocation fund.

BONDS

The TIFC may also issue obligations up to 23 years to pay for
Redevelopment Project Costs and pledge the funds to the special
allocation fund to retire the obligations.

POWER OF EMINENT DOMAIN

The TIFC may exercise the powers of eminent domain in a TIF area
to acquire property for use by a private developer implementing a
project contemplated in the TIF plan.

APPROVAL PROCESS

¢ TIFC staff works with the applicant and stakeholders to prepare a
Redevelopment Plan, conduct due diligence and to make a
recommendation to the TIFC.

¢ TIFC holds a public hearing to review and consider the
Redevelopment Plan. State Statute requires the TIFC to make actual
findings and vote on a recommendation to City Council within 30
days of the public hearing.

¢ If the TIFC recommends approval, the appropriate ordinances are
introduced to the City Council. If they recommend denial, the
decision is forwarded to the City Council.

¢ If a rezoning request accompanies the TIF plan, City Planning and
Development Department staff presents the request to the City Plan
Commission for recommendation to the City Council.

¢ Upon approval of the Redevelopment Plan by the City Council, the
23-year time frame becomes effective. The relevant State statute
allows a 10-year period from the time the City Council approves the
TIF Plan to activate projects within the approved TIF area.

¢ The developer is required to submit an annual report and a public
hearing is held every five years from the date of approval.

TIF COMMISSIONS POLICIES ABOVE AND BEYOND
STATE STATUE REQUIREMENTS:
+ Investment Policy: How SAFs are to be invested.

+ Policy & Procedure for Selection of Professional Service Providers:
How the Commission selects vendors.

84092.D0C




+ Ten-Day Issuance of New Policies: Directs staff to inform all interest
parties of new policies within ten days of adoption.

+ Affirmative Action Policy: In accordance to City Ordinance.

+ Bond Issuance and Disbursement Policy: How and when bond
transactions will be funded.

+  Certification Policy: Mechanics of how costs are to be certified and
reimbursed.

+ Environmental Policy: Required disclosure of contamination.

+ Interest Policy: How and when the Commission will reimburse
interest.
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STATE SUPPLEMENTAL TIF

PURPOSE

In 1997 the General Assembly amended the TIF Act to provide a
mechanism that permits municipalities with qualifying projects to request
that specified State tax revenues be used to supplement local TIF revenues.
This mechanism is referred to as the State Supplemental TIF Program. The
revenues available under this program are required to be used to supplement
payments in lieu of taxes, economic activity taxes and other local funds
committed by the municipality (as defined in the TIF Act).

HOW THE PROGRAM WORKS

To qualify for the State Supplemental TIF Program, a Redevelopment
Project must be located in an eligible area. There are two types of eligible
areas under the TIF Act:

BLIGHTED AREAS
Blighted areas must contain one or more buildings at least 50-
years-old and must be located in any of the following:
* Enterprise zones, pursuant to sections 135.200-135.256, RSMo;
+ Federal empowerment zones (currently parts of the Cities of St.
Louis, Kansas City and East Prairie);
*  Central Business Districts; or,
+ Utrban Core Areas of cities.

In addition, the blighted areas must meet either of the following:

*  Opver the 20-year period immediately preceding the
Redevelopment Area's designation as a project area by
ordinance, the Redevelopment Area suffered from Declining
Population or Property Taxes; or

+ The Redevelopment Area includes a historic hotel located in a
first-class county without a charter form of government with a
population according to the most recent federal decennial census
in excess of 150,000 and containing a portion of a city with a
population according to the most recent decennial census in
excess of 350,000.

+ The Redevelopment Area must have a structure within the Area
which is 50 years or older.

ELIGIBILITY CRITERIA

FEDERALLY APPROVED LEVEE DISTRICTS
The TIF Act also identifies as an eligible area a federally approved
levee district, where construction of a levee begins after December
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23,1997, and which is contained within a first-class county without a
charter form of government with a population between 50,000 and

100,000 which contains all or part of a city with a population in

excess of 400,000 inhabitants (currently the Riverside-Quindaro Bend

Levee District in Clay County).

SPECIFICS OF PROGRAM

BENEFITS

A Municipality may request that up to 50% of the "new" or
"incremental" state revenues (either State Sales Taxes or State
Withholding Taxes) estimated for the businesses within the

Redevelopment Area be used to pay for eligible project costs. This

request must document that the proposed project could not be

financed without the use of state funds, and that the request is the

minimum necessary to allow for the project to be developed.

APPROVAL PROCESS

Each potential applicant shall, prior to submitting a program
application, submit a Pre-certification Request Form to the
Department of Economic Development (DED). The DED
encourages potential applicants to submit this form prior to the
TIFC's public hearing on the Redevelopment Plan. Program

applications can be submitted to DED following approval of the
Redevelopment Plan by the TIFC and adoption of an ordinance by
the applicant approving the Redevelopment Project. An application

fee is required.

84092.D0C
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MISSOURI DOWNTOWN ECONOMIC
STIMULUS ACT

PURPOSE

In 2003 the General Assembly amended Chapter 99 to provide a mechanism
that permits municipalities with qualifying central business district projects to
request that specified State tax revenues be used to supplement local
revenues. This mechanism is referred to as the Missouri Downtown and
Rural Economic Stimulus Act. The revenues available under this program
are required to be used to supplement payments in lieu of taxes, economic
activity taxes and other local funds committed by the municipality (as defined
in Chapter 99.915-99.1060).

HOW THE PROGRAM WORKS

To qualify for the DESA, a Redevelopment Project must be located in an
approved central business district or downtown eligible area. There are two
types of eligible areas under the Act: Blight or Conservation. The
Redevelopment Area must also contain:

* One or more buildings at least 50-years-old

*  Opver the 20-year period immediately preceding the
Redevelopment Area's designation as a project area by
ordinance, the Redevelopment Area suffered from Declining
Population or Property Taxes;

*  Promotes tourism, cultural activities, arts, entertainment,
education, research, multipurpose facilities, libraries, ports,
mass transit, museums or convention centers which estimated
costs are in excess or $10,00,000; and

+ Promotes business location or expansion which creates at lease
100 New Jobs within three years of location or expansion.

SPECIFICS OF PROGRAM

BENEFITS

A Municipality may request that up to 50% of the "new" or
"incremental" state revenues (State Sales Taxes and State

Withholding Taxes) estimated for the businesses within the
Redevelopment Area be used to pay for eligible public project costs.
This request must document that the proposed project could not be
financed without the use of state funds, and that the request is the

minimum necessary to allow for the project to be developed.

Authorization:

RSMo 99.800 to 99.865
84092.D0C House Bill No. 1564, 1990;
House Bill No. 502, 1991;
House Bill No. 566, 1993.




APPROVAL PROCESS

Each potential applicant shall, prior to submitting a program
application, submit a Developer application to the DESA Board at
the local level for consideration of approval. The DESA Board will
make a recommendation to the City Council for consideration of
approval.

Upon approval by City Council, the City will submit an application to
the Department of Economic Development (DED) and the Missouri
Development Finance Board (MDFB). MDFB will hold a public
hearing to confirm the application meets the statutory requirements
and make a recommendation to DED for consideration of approval.
An application fee is required.

DESA POLICIES ABOVE AND BEYOND STATE STATUE
REQUIREMENTS:

+ Affirmative Action Policy: In accordance to City Ordinance.

+ Equal Employment Opportunity Policy.

+ Relocation Assistance Plan Policy: Outlines the assistance
provided to business and residence should relocation be required
to implement a project.

+ Investment Policy: How Special Allocation Funds shall to be
invested and how the interest shall be used during the term of the
project.

+ Bidding Policies and Procedures: Establishes procedures for bids
and proposals for implementation of redevelopment projects.

+ Disputed Charges Policy: Outlines the process a developer and
DESA staff should follow when processing a disputed charge.

+ Certification of Costs and Reimbursement Policy: Outline the
producers  for processing cost for certification and
reimbursement.

+ Policy & Procedure for Selection of Professional Service
Providers: How the Board will select third party consultants.

+ Ten-Day Issuance of New Policies: Directs staff to inform all
interest parties of new policies within ten days of adoption.

+ Bond Issuance and Disbursement Policy: How and when bond
transactions will be funded.

+ Certification Policy: Mechanics of how costs are to be certified
and reimbursed.

+ Environmental Policy: Required disclosure of contamination.

+ Interest Policy: How and when the Commission will reimburse
interest.

+ Courtesy Notice Policy: A notice shall be provided to abutting
property owners for public hearings or public meetings for a
Development Plan or Project.

84092.D0C




84092.D0C




LAND CLEARANCE FOR REDEVELOPMENT
AUTHORITY
PURPOSE

Land Clearance for Redevelopment Authority (LCRA) incentives are
designed to encourage investment and assist in the removal of blight and
blighting conditions within urban renewal areas.

ELIGIBILITY CRITERIA

LCRA projects must be physically located within an Urban Renewal Area.
Projects must also be in accordance with the use and design plans of the
associated Urban Renewal Plan. LCRA staff and the Board of
Commissioners will review project plans for conformance with the urban
renewal plan, including building use and design elements appropriate to the
surrounding neighborhoods.

SPECIFICS OF PROGRAM

Benefits of Program
A. Tax Abatement

The LCRA has the authority to grant tax abatement for property
improvements within urban renewal areas. For the ten years
following improvements, increases in property taxes due to those
improvements are 100% abated. Property taxes on the assessed value
of the property before new construction or rehabilitation continue to
be paid at their original rate to the appropriate taxing districts.
Application for tax abatement through the LCRA is made during
construction. Following receipt of the written request and design
review, applications for tax abatement are the presented to the LCRA
Board of Commissioners.

B. Property Acquisition

The LCRA may assist approved projects with property acquisition. The
LCRA may acquire properties, coordinate relocation benefits and
assistance, and make use of its powers of eminent domain, when
necessary.

C. Bond Financing

The LCRA has the authority to issue bonds to assist with the financing

of approved projects within redevelopment areas. The LCRA also
has the authority to refund bonds for the purpose of paying or
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retiring bonds previously issued by the LCRA. The authority may
issue bonds exclusively from the income, proceeds, and revenues of
the land clearance project financed with the proceeds of the bonds or
from the proceeds of any of its land clearance projects.

D. Sale/Lease-Back

The LCRA has the authority to purchase land and/or buildings from an
owner/developer and lease the property back to the
owner/developer in order to facilitate redevelopment. The purpose
of this transaction is to reduce the property tax burden on the
development for a period longer than the statutory ten (10) years.
The purchase is facilitated through the issuance of an LCRA Bond or
other financial instruments and the retirement of that debt is by way
of periodic lease payments. While the property does not need to be
located within an existing urban renewal area (URA) a finding of
blight/unsanitary conditions must be done.

Procedures for Applying

Application for abatement must be made during the time of construction.
The written request for abatement should include:

1. Applicant’s interest in the property (own, rent, or lease).

2. Proof of interest (Deed of Conveyance or Title Policy, including legal
description, or copy of rent or lease agreement)

3. Statement whether project is new construction or rehabilitation.
4. A copy of construction or rehabilitation plans including work scope.
5. A copy of the City’s “Application for Building Permit.”

6. Date construction or rehabilitation work started and anticipated date
of completion.

7. An estimate of the cost of the construction or rehabilitation.
Following approval by the LCRA Board of Commissioners, the Authority

prepares the necessary paperwork for filing the Tax Abatement Certificate
with the City and the County.
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LCRA POLICIES ABOVE AND BEYOND STATE STATUE
REQUIREMENTS:

*

Other ROI or financial feasibility tests- For projects less than $2 million
total development cost (TDC), an in-house, cash-on-cash financial
analysis will be done to ensure need. For projects greater than $2 million
TDC, a third party financial analysis (generally an internal rate of return)
will be done. Cost to be paid by the applicant but responsible to the
LCRA)

MBE/WBE- Required. In accordance with City Ordinance.

Incentive granting (i.e. “longer and deeper”’) LCRA may offer a “Sale-
Leaseback” option which reduces (or eliminates) real, personal and/or
sales taxes for the term of the lease (generally 20 years) by taking
ownership of the development and leasing it back to the
owner/developer at a negotiated lease rate.

Notification of affected parties- Parties affected by condemnation must
receive written notice (certified mail) at least two weeks prior to the
LCRA Board meeting.

Reporting of results- Annual Report per the Statute.

Job and/or investment thresholds- no requitement but data provided to
EDC annually for consolidation and forwarding to City.
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CHAPTER 353 TAX ABATEMENT
PURPOSE

Initially enacted in 1943 as special legislation for St. Louis, Chapter 353’s
purpose was to address urban blight. This was an era when cities were
impoverished and economically distressed. Missouri’s Chapter 353 law is the
second oldest in the United States. Chapter 353 establishes incentives to
stimulate private investment and redevelopment of blighted areas in the city.
Redevelopment is defined by Chapter 353 to involve the clearance, planning
and reconstruction or rehabilitation of any blighted area and provision for
such industrial, commercial, residential, public structures and recreational
developments.

ELIGIBILITY CRITERIA

Many of Kansas City’s most prominent buildings in the Downtown area
were constructed using Chapter 353 tax abatements. The Chapter 353 State
Statute (353.010 to 353.190 RSMo) authorizes cities to establish Urban
Redevelopment Corporations, which are private, not-for-profit entities. The
Redevelopment Corporation applies to the city to obtain certain rights,
powers and incentives in exchange for redeveloping the area.

Special program requirements include:

¢ A finding of blight or blighting conditions in the project area.

¢ But-For Provisions — Implementation of “353” is necessary in order for the
development to occut.

SPECIFICS OF PROGRAM

BENEFITS

1. Tax Abatement - Granted for 100% of the value of the real property for a
ten-year period. For the following 15 years, Chapter 353 allows for 50%
abatement of property taxes. Property taxes on the assessed value of the
property before new construction or rehabilitation are frozen and paid at
their original rate to the appropriate taxing districts.

2. Eminent Domain — The Power of Eminent Domain enables the developer
to condemn properties that could not be acquired through normal
negotiations.

APPROVAL PROCESS

¢ Redevelopment Plan is submitted to City Plan Commission and City
Council for review at public hearings.

¢ Determination of blight is made, Redevelopment Plan is approved
and 353 status is granted.

¢ Approval and development conditions are authorized through a
contract between the City and the Redevelopment Corporation. An
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ordinance is enacted establishing an expiration date for the
development rights, the power to use eminent domain, and the
power to use property tax abatement, in the event the
Redevelopment Corporation fails to execute the redevelopment plan.
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PLANNED INDUSTRIAL EXPANSION
AUTHORITY

PURPOSE

The Planned Industrial Expansion Authority (PIEA) was formed in 1974 to
foster commercial and industrial development in specifically designated
redevelopment areas.

ELIGIBILITY CRITERIA

Redevelopment proposals submitted to the Authority are reviewed and
approved on the basis of:

1. Investment in the project area

2. Job creation and/or retention

3. Compatibility with designated land uses

4. Public Benefit

SPECIFICS OF PROGRAM

BENEFITS

¢ Use of PIEA Taxable Lease Revenue Bond financing for land
acquisition, construction and equipment purchases provides
incentives for private participation.

¢ Use of the power of eminent domain for property acquisition.

¢ Property tax abatement on improvements through, or similar to,
Chapter 353 Tax Abatement Program (100% first ten years, 50%
subsequent 15 year period).

Authorization: RSMo 100.310-620

APPROVAL PROCESS

1. A request to designate a redevelopment area is made to the PIEA by
a property owner, developer or other interested party and a blight
study is submitted.

2. The PIEA reviews the blight study and considers designation of the
redevelopment area. A recommendation is forwarded to the City
Council.

3. The City Council considers approval of a blight ordinance. Upon
approval, a general development plan is prepared by the PIEA for
review by the City Council.

4. Upon approval of the development plan the area is approved for
PIEA designation.
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ENHANCED ENTERPRISE ZONE

PURPOSE

The Enhanced Enterprise Zone (EEZ) program offers new and expanding
business located within the EEZ, a vatiety of state and/or local tax credits.
Benefits are designed to encourage investment and growth and to help
address unemployment and underemployment within the City’s EEZ. Tax
exemptions and credits apply to State Corporate Income Tax and local
property tax abatement for property owners who make improvement to real

property.

ELIGIBILITY CRITERIA

¢ Location within the enterprise zone and the facility must be eligible
based on businesses within an industry cluster as defined in state law.
¢ Employ at least two new employees and meet a minimum investment
requirement of $100,000 or an eight year lease equaling or exceeding

$100,000.
¢ Other requirements exist; see contact agency for complete program
packet.
SPECIFICS OF PROGRAM Authorization:
Section 135.1050-135.1078, RSMo
BENEFITS
STATE-LEVEL INCENTIVES

¢ New Job Credit (State): $400 per job, per year for ten years. Eligible
employee must work full-time or at least 80% of a company’s season.

¢ Resident Credit: Up to $400 per year for ten years (State): This credit
is for employees who are residents of the zone and is based on the
number of days per year the employee resides in the zone.

¢ Salary credit: $400 per year for ten years for new employees receiving
a salary higher than the country average.

¢ Investment credit: a 2% credit for the investment.

LOCAL-LEVEL INCENTIVES

¢ Owners of real property within the enterprise zone may be eligible to
receive property tax abatement up to 100% for twenty-five years for
improvements made to their real property. However any abatement
longer than 10 years and greater than 50% must be approved by City
Council.
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CHAPTER 100 PROGRAM

PURPOSE

Sections 100.010 to 100.200, RsMo allow the City of Kansas City, Missouri,
to purchase, construct, extend and improve certain types of projects with
bond proceeds and to lease or sell the project to a company. These
“industrial development” bonds may be for the following purposes:

¢ To provide funds to pay the costs of such projects and lease or sell
such projects to others;

¢ To loan the proceeds of such bonds to others to provide funds to
pay the costs of such projects, and to pledge the rents, revenues and
receipts from such projects as security for the payment of the
principal of, premium, if any, and interest on such bonds; or

¢ To refund revenue bonds previously issued by the City of Kansas
City, Missouri

There are two primary reasons to issue industrial revenue bonds (IRBs)
under the Act. First, the primary benefit is that because the City holds title
to the assets, the real, personal and sales taxes on bond-financed property
may be abated so long as the bonds are outstanding. Second, because the
bonds are sometimes tax-exempt, it may be possible to issue them at lower
rates than those obtained through conventional financing. This Act allows
the City to issue tax-exempt Chapter 100 Bonds for the purchase,
construction, expansion and improvement of warehouses, distribution
facilities and industrial plants. This includes real estate, buildings, fixtures
and machinery. The bonds are secured solely by revenue received from the
project and the bonds are not a debt of the municipality. Bonds are generally

issued for periods not to exceed ten years and the abatement is capped at
50% of the tax.

ELIGIBILITY CRITERIA

1. The business must engage in warchousing, distribution facilities,
research and development, office industries, agribusiness, service
facilities which provide interstate commerce, industrial plants,
computer operation or be an insurance business, credit card billing or
processing center or a call center facility.

2. Property tax abatement using Chapter 100 bonds shall be limited in
duration of impact on the affected school district. Preference will be
given to existing businesses in Kansas City, Missouri. PILOTS will
be made to the school districts.

3. The use of Chapter 100 bonding should be geographically targeted
based on FOCUS Development Priority Zones.
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4. 'The minimum amount of Chapter 100 bond issuance for an existing
business shall be $2.5 million, versus $5 million for a new business to

the City.

5. A cost-benefit analysis shall be generated to aid the City Council in

evaluating the Chapter 100 issuance.

6. A community impact analysis shall be generated to aid the City

Council in evaluating the Chapter 100 issuance.

7. Incentive levels for Chapter 100 bonds will be monitored for job
creation and investment pledged in the bond documents.

8. The use of Chapter 100 bonds will not reduce the existing revenue

paid for existing property.

SPECIFICS OF PROGRAM
BENEFITS

Potential real, personal and/or sales tax abatement.

APPROVAL PROCESS

This incentive requires review by the City Planning and Finance
Departments prior to final approval by the City Council. The City
Manager performs a biannual review of the benefits of the program.
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TRANSPORTATION DEVELOPMENT
DISTRICT

PURPOSE

Transportation Development Districts (TDDs) are independent, political
subdivisions organized to levy taxes or assessments to pay for the
construction of roads, parking facilities or other transportation-related
improvements and to finance those improvements by issuing TDD bonds.
When the bonds are paid off, the TDD is terminated and the improvement
that it was used to construct is turned over to the Missouri Department of
Transportation (MoDOT) or a local transportation authority (a city or
county).

ELIGIBILITY CRITERIA

TDDs are approved and organized by order of the circuit court. Property
owners may petition for the creation of a district as large as several counties
or as small as a single parcel of property. So long as the TDD is proposed to
construct transportation related improvements, any property is eligible to be
included in a TDD.

SPECIFICS OF PROGRAM Authorization:
BENEFITS giz iiifsz(gl;ril;f:ﬁlsportation Development Act,
REVENUE SOURCE P >

+ Sales Taxes - TDDs may impose a sales tax of up to one percent,
following a majority vote of registered voters within the TDD if
there are residents, or by a majority vote of property owners
within the TDD if no residents reside in it.

* Ad Valorem Taxes — With a vote of residents or, if there are no
residents, property owners, a TDD may impose an ad valorem
tax on real and personal property within the TDD of up to ten
cents per $100 assessed valuation.

+  Special Assessments — By vote of the Board of Directors of the
TDD, special assessments may be imposed against real property
within the TDD in an amount required to pay debt service on
bonds issued to construct transportation improvements.

BONDS
A TDD is authorized to issue bonds in its own behalf, utilizing taxes
and assessments that it imposes and to pay debt service. Debt
associated with a TDD is, therefore, not city or state debt, and needs

84092.D0C




not be reflected on financial statements of MoDOT or a city that
sponsors and agrees to accept a completed project for maintenance.

CITY OVERSIGHT OF PROJECTS

Although TDDs are independent political subdivisions and debt
incurred by such districts is independent of the city or state, MoDOT
ot the city affected by proposed transportation improvements
oversees design and construction of the project and the financing
that pays for it.

UTILIZATION OF TDD IN CONJUNCTION WITH OTHER
DEVELOPMENT TOOLS

The benefits of an independent issuer for debt and the ability to
impose additional taxes (rather than diverting taxes otherwise payable
to taxing districts) make the TDD a useful tool for projects involving
other development assistance tools. Tax increment financing funds,
for instance, can be pledged to a TDD utilizing a cooperative
agreement between the sponsoring city and the TDD in order to
enhance funds available to pay debt service on TDD bonds.

APPROVAL PROCESS

1.

A petition is filed in circuit court by property owners (on occasion,
by a single property owner). Notice of the filing of the petition is
given to MoDOT and local transportation authorities, such as the
city. Following a hearing if one is requested, the circuit court
approves the creation of the district, the project that the district
proposes to construct and the funding mechanism with which the
district proposes to pay for the project.

To the extent taxes are involved in the funding mechanism for the
district’s project, an election is held. If registered voters live within
the TDD, they vote. If there are no registered voters within the
TDD, property owners within the TDD vote to approve the taxes.

Following imposition of taxes or assessments to fund the project,
final design begins, usually by MoDOT or a local transportation
authority.

Upon completion of design, bonds are sold by the TDD and
construction is undertaken pursuant to a construction contract
entered by the TDD, or by the city or MoDOT pursuant to a
cooperative agreement with the TDD.

The City Council of Kansas City participates in the TDD approval
process by passing a resolution endorsing (or opposing) a project at
the time of the circuit court review. The city may also provide
additional support to the project through city guarantees of debt or
design or contracting assistance. Additional control over a project
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can be exercised through a cooperative agreement between the city

and a TDD.

84092.D0C




COMMUNITY IMPROVEMENT DISTRICT

PURPOSE

By creating a Community Improvement District (CID), property and/or
tenant business owners within a legally constituted district can assess or tax
themselves to cover the cost of improvements and services that benefit the
entire district. The use of the revenue within the CID is determined by the
district’s board representatives. CIDs enable the district to establish a
reliable mechanism of revenue generation to accomplish goals and objectives
of the district.

ELIGIBILITY CRITERIA

The district is created only when the majority of property and/or tenant
business owners request, by petition to the City Council, the creation of the
district. The petition will clearly indicate the area of the district (boundaries),
maximum tax or assessment rates and methods used to atrrive at the rates,
general description of improvements and services and duration of the
district.

SPECIFICS OF PROGRAM
BENEFITS

¢ Control is retained by the established community. The program is
managed by the District Board with an annual report to the City.

¢ The special assessments provide funds for the use of special services,
public capital improvements and private capital improvements.

¢ Flexibility is maintained in the district through the use of either
assessments or taxes, or both. Assessments may use any formula that
allocates costs to properties in relation to the benefits received which
expressly allows for different levels of assessment in different areas of
the district to provide a "package" of setvices/improvements
identified in the petition, located in a blighted area serving a public
purpose approved by the City.

¢ The district may be governed by a not-for-profit corporation.

APPROVAL PROCESS

Authorization:
Section 67.1460 RSMo

ESTABLISHMENT OF THE CID

1. The applicant will file a petition with the office of the clerk. The
proper petition should be signed by the property owners
collectively owning more than 50% by assessed value of the real
property and by more than 50% per capita of all owners of real
property within the boundaries of the proposed district.
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2. The city clerk will verify whether the petition meets the
requirements of the Act within a reasonable period of time, not
to exceed ninety days after receipt of the petition.

3. Notice by mail must be given not less than fifteen days prior to
the hearing. The notice must be sent via registered or certified
mail with return receipt to each owner of record of real property
within the boundaries of the proposed district. A notice by
publication must also be given in a newspaper of general
circulation once a week for two consecutive weeks before the
public hearing.

4. Within a reasonable amount of time, not to exceed forty-five
days, after the receipt of the verified petition from the city clerk,
the city council must hold a public hearing on the establishment
of the proposed district.

5. The city council may vote to adopt the ordinance establishing the
district following the public hearing process.

APPOINTMENT OR ELECTION OF THE BOARD OF
DIRECTORS

1. If the district is a political subdivision, a board of directors must
be appointed or elected to manage the district. The petition for
the CID must specify appointment or election.

a. FElection procedure — The board is elected by the qualified
voters of the district. The city clerk specifies the date for
election no eatrlier than the tenth Tuesday and no later than
the fifteenth Tuesday after the effective date of the ordinance
adopted to establish the district. Candidates for the CID
board must file with the city clerk no later than the second
Tuesday after the ordinance was passed. The city clerk must
publish a notice of the election twice in a newspaper of
general circulation (sixty and thirty days prior to election).

b. Not-for-Profit Corporations — If the district is a not-for-
profit corporation, the election of its board shall be in
accordance with Chapter 355 of the Revised Statues of
Missouri. This will have occurred by the time the petition is
approved.

SPECIAL ASSESSMENTS

1. The CID board receives a petition authorizing the special
assessment duly signed by real property owners.

2. The board then adopts a resolution imposing the special
assessment.
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REAL PROPETY TAXES

1.

The CID board adopts a resolution to levy a tax upon real
property located within the district and delivers notice of the
resolution to the election authority. The resolution is not final
until the qualified voters approve, by mail-in ballot, the tax.

a. Upon receipt of written notice of a district’s resolution, the
election authority specifies the date for the election. This
date shall be no earlier than the tenth Tuesday and no later
than the fifteenth Tuesday after the date of the board’s
passage of the resolution and shall not be on the same day as
an election conducted pursuant to provisions of Chapter 115,
RSMo.

b. The election authority shall publish notice of the election
twice in a newspaper of general circulation (60 days and 30
days prior to the election and no less than ten days prior to
the date of the election).

SALES TAXES

Approved by qualified voters (registered voters, if any, living in the district,
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NEIGHBORHOOD IMPROVEMENT DISTRICT

PURPOSE

Neighborhood Improvement Districts (NID) are created by property owners
in an area of the city with defined limits and boundaries by vote or petition,
subject to special assessment against real property to cover cost of
improvements to the district. Eligible improvements that could be made
with proceeds from the special assessment in an NID include virtually any
public improvement. There are two types of NIDs: the Economic
Development Neighborhood Improvement District and the Residential
Neighborhood Improvement District. ~ The City, through a Council
resolution, has created policy guidelines for establishing Neighborhood
Improvement Districts. The policy guidelines also provide a list of criteria
for establishing the District.

ELIGIBILITY CRITERIA

ECONOMIC DEVELOPMENT NEIGHBORHOOD
IMPROVEMENT DISTRICTS

STATE ELIGIBILITY REQUIREMENTS

¢ The proposed improvement and the proposed benefit district
boundaries must be compatible - those taxed must receive direct
benefits from the improvement.

¢ The parties advocating the NID proposal must own the property
to be taxed by the district.

¢ The proposed improvements shall meet the state’s definition of
what is considered a public project and be eligible for public
funding support.

¢ Extension of utility services shall be only those in which the city
has ownership rights.

CITY ELIGIBILITY GUIGELINES

¢ Current land wvalues and potential land wvalues after the
improvement shall be sufficient to support the proposed
assessment.

¢ The City shall have ownership rights and/or regulatory power
over the final improvement.

¢ Subsequent revisions to the original state law provide for
assessments to cover unusual and increased maintenance costs
associated with the improvement.

¢ The proposed NID shall incorporate into the plan provisions for
extraordinary maintenance as necessary.
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¢ NID funding must be available to meet the limits set on the
amount of money dedicated to this activity.

+ The proposed improvement must benefit the proposed district.

¢ The proposed improvement must not have an adverse effect on
the properties outside of or adjacent to the proposed district.

RESIDENTIAL NEIGHBORHOOD IMPROVEMENT DISTRICTS

STATE ELIGIBILITY REQUIREMENTS

¢ The proposed improvement and the proposed benefit district
boundaries must be compatible; those taxed must receive direct
benefits from the improvement.

¢ The parties advocating the NID proposal must own the property
to be taxed by the district.

¢ The proposed improvements shall meet the state’s definition of
what is considered a public project and, therefore be eligible for
public funding support.

¢ Extension of utility services shall be only those in which the city
has ownership rights.

Authorization:
City Council Resolution No. 980115

CITY ELIGIBILITY GUIDELINES RSMo Sect. 67453 — 67.475

¢ Current land values and potential land values after the
improvement shall be sufficient to support the proposed
assessment.

¢ The City shall have full ownership rights and regulatory power
over the final improvement.

¢ Subsequent revisions to the original state law provide for
assessments to cover unusual and increased maintenance costs
associated with the improvement. The proposed NID shall
incorporate into the plan those provisions for extraordinary
maintenance.

¢ NID funding must be available to meet the limits set on the
amount of money dedicated to the activity.

¢ The proposed improvement must benefit the proposed district.
The petitioner’s concept of the improvement shall be the proper
engineered solution providing the most economical approach.

¢ The proposed improvement must not have an adverse effect on
the properties outside or adjacent to the proposed district, i.e.,
local drainage improvements will not cause flooding down
stream.

¢ The city must have a program/policy to address the requested
improvement, i.e., upgrading the existing neighborhood storm
sewet.

Authorization:
The Missouri Transportation Development Act,
Chapter 238, RsMo
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SPECIFICS OF PROGRAM
BENEFITS

¢ TFunds raised from the establishment of an NID can be used for
public capital improvements. Economic Development NIDs
provide developers an opportunity to raise funds for public
improvements such as streets and infrastructure improvements.

¢ The City can issue general obligation bonds to pay for public
improvements within the District. Such bonds are usually
secured on special assessment from the District. The ability to
utilize the general credit of the City without the requirement of a
citywide vote makes NID financing a powerful tool, but one that
entails certain opportunity costs to the City.

APPROVAL PROCESS

ECONOMIC DEVELOPMENT NIDS

To initiate the Economic Development NID process, interested
parties should contact City Planning and Development Department.
If the proposed improvements fulfill the NID requirements, then the
appropriate City Department will be assigned to lead in the
identification of improvements appropriate for submittal.

The review process for successfully establishing an NID requires
coordination between property owner(s) and City staff. At a
minimum the review process will include:

* DMeeting with the property owner(s) and neighborhood
representatives.

* Discussion of using election or petition processes in
establishing the NID.

* Formulating preliminary cost estimates.

* Preparing preliminary plans.

* Identifying appropriate temporary or up front financing
source.

RESIDENTIAL NIDS

To initiate the Residential NID process, interested parties should
contact the Public Works Department. If the proposed
improvements fulfill the NID requirements, then the appropriate
City Departments will be assigned to lead in the identification of
improvements appropriate for submittal, formulating the cost
estimates, preparing preliminary plans, petition and public hearing.
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SPECIAL BUSINESS DISTRICT

PURPOSE

Special Business Districts can be created to allow property owners to pay
additional taxes or special assessments for the purpose of improving their
neighborhoods and businesses or using the special tax revenues to maintain
and operate decorative streetlights. Authorization:

Sections 71.790 to 71.801 RSMo, as Amended
ELIGIBILITY CRITERIA

The district is created only when the majority of property and/or tenant
business owners petition the City Council. The petition will clearly indicate
the area of the district (boundaries), maximum tax or assessment rates and
methods used to arrive at the rates, general description of improvements and
services and duration of the district.

Authorization:

SPECIFICS OF PROGRAM The Missouri Transportation Development Act,
Chapter 238, RsMo

BENEFITS

¢ Control is retained by the established community. The program is
managed by a Board of Commissioners appointed by the Mayor.

¢ The special assessments provide funds for special services, public
capital improvements and private capital improvements.

¢ Flexibility is maintained in the district through the use of either
assessments or taxes, or both. Assessments may use any formula that
allocates costs to properties in relation to the benefits received which
expressly allows for different levels of assessment in different areas of
the district to provide a "package" of services/improvements
identified in the petition, located in a blighted area serving a public
purpose approved by the City.

APPROVAL PROCESS

1. One or more property owners within the proposed district must
petition the City Council to establish the district. This petition must
be filed with the City Clerk.

2. A Survey and Investigation must be authorized by the Council for the
staff to prepare. This report includes six subjects:

a. The nature of a suitable location for business district
improvements.
b. The approximate cost of acquiring and improving the land.

The area to be included in the district.

d. The percentage of the cost of acquisition, special services and
improvements in the business district that are to be assessed
against the property within the district and that part of the cost, if
any, is to be paid by public funds.

o
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e. 'The need for and cost of special services.
f. Cooperative promotional activities.

3. 'This report is then submitted to the City Council as a Resolution to
adopt the district.

4. The report is heard by the Finance Committee and a public hearing is
held. Notice is mailed by the city to all affected persons.

5. If passed, an ordinance is to establish the district and the tax levy is
prepared. This is sent to the Finance Committee and another public
hearing is held.

6. If passed, a Board of seven members is appointed by Resolution.
Five members must own property within the district and two
members must be business owners within the district.

7. 'The Board is required to hold its own public hearing in regard to a
proposed tax levy.

8. The Board adopts a Resolution asking the Governing Body to hold
an election for the district.

9. The Council authorizes the election and the City Clerk conducts the
election procedures.

There are two Special Business Districts (SBDs) established in Kansas City:
Westport Special Business District and Union Hill Special Business District.
Both SBDs use the special tax revenues to operate and maintain decorative
streetlights.

84092.D0C




HISTORIC TAX CREDIT PROGRAM
PURPOSE

Provide an incentive for the redevelopment of historic structures in Missourt,
including residential properties. These tax credits may be utilized in
conjunction with the Federal Historic Tax Credits on eligible income
producing properties.

HOW THE PROGRAM WORKS

The program provides state tax credits for 25% of eligible costs and
expenses of the rehabilitation of approved historic structures.

Authorization:
ELIGIBILITY CRITERIA Sections 253.545 to 253.559 RSMo, as Amended
ELIGIBLE AREAS
Statewide, but only for eligible properties, which are certified historic
structures.
ELIGIBLE APPLICANTS

Any person, firm, partnership, trust, estate or corporation is eligible
to participate in this program, with the exception of not-for-profit
entities and/or government entities, who meets the minimum
expenditures for rehabilitation for the subject property.

ELIGIBLE USE OF TAX CREDITS

The tax credits may be used to offset Missouri income tax liability
imposed pursuant to Chapter 143 and Chapter 148 RSMo, except
sections 143.191 to 143.265, RSMo.

Credits may be used in the year provided. Excess credits may be
carried back three years and/or catried forward ten years. The tax
credits are sellable and transferable.

SPECIFICS OF PROGRAM Authorization:

APPLICATION PROCEDURE Chapter 238, RsMo

The Missouri Transportation Development Act,

The applicant will submit an application to Department of Economic
Development (DED), which will then submit the information to the
State Historic Preservation Office to determine the eligibility of the
property and proposed rehabilitation, based on the standards of the
US Department of the Interior. There are no application deadlines
and the program is non-competitive.

SPECIAL PROGRAM REQUIREMENTS
An eligible property must be one of the following:
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e Listed individually in the National Register of Historic Places

e Certified by the Missouri Department of Natural Resources
as contributing to the historical significance of a certified
historic district listed in the National Register

e A contributing structure within a locally designated historic
district that has been certified by the US Department of the
Interior.

The costs and expenses associated with the rehabilitation must
exceed 50% of the total adjusted basis value of the property; typically
the acquisition cost minus the value of the land.

The application, guidelines and other program information are
available at www.missouridevelopment.org/community.
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BROWNFIELD REDEVELOPMENT PROGRAM
PURPOSE

To provide financial incentives for the redevelopment of commercial and
industrial sites owned by a governmental agency or that are privately owned.
The sites must have been abandoned for at least three years and have
contamination caused by hazardous substances.

Authorization:
Section 447.700 to 447.718 RSMo

ELIGIBILITY CRITERIA

HOW THE PROGRAM WORKS

The program provides state income tax credits for eligible
remediation costs or non-remediation demolition costs. The
program also includes a grant for public infrastructure or a loan or
guarantee for other project costs, subject to availability of funds.

ELIGIBLE AREAS

Statewide, but the program is structured for projects in blighted
redevelopment areas.

ELIGIBLE APPLICANTS

The property may be owned by a public entity or if owned by a
private entity, the city or county must endorse the project.

The project must result in the creation of at least ten new jobs or the
retention of twenty-five jobs by a private commercial operation.
"New jobs" are defined as full-time (thirty-five or more hours/week)
for persons who were not employed by the business or a related
taxpayer for the prior year. The project must be accepted into the
"Voluntary Cleanup Program" of the Missouri Department of
Natural Resources, and cannot be an EPA (Environment Protection
Agency) "Superfund” site.

ELIGIBLE USE OF FUNDS

¢ Remediation Tax Credits
Department of Economic Development (DED) may issue
"remediation" tax credits for up to 100% of the remediation cost.
The amount of remediation tax credits is also limited to the net state
economic impact of the project. The applicant may sell the
remediation tax credits to another Missouri taxpayer.

¢ Due Diligence Matching Grant
A public entity may request grant funding (up to $100,000 per project
or 50% of the cost) to fund a feasibility study on an eligible facility.
The other 50% may be from the public entity or private sources.
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¢ Grant for Public Infrastructure
The public entity may also request grant funding for public capital
improvements for up to $1 million (less any funds provided by loans
or guarantees for the same project). The public entity and owner
must demonstrate the inability to finance the entire amount of
improvements to be considered for grant funding.

e Demolition Tax Credits
DED may issue "demolition" tax credits for non-remediation
demolition costs. The amount of demolition tax credits is also
limited to the net state economic impact of the project. The
demolition must be part of a city (or county) and state approved
redevelopment plan. These credits are not transferable.

Authorization:

SPECIFICS OF PROGRAM The Missouri Transportation Development Act,
Chapter 238, RsMo

APPLICATION PROCEDURE

An applicant must be endorsed by the City prior to be submitted to
DED. DED will determine the eligibility of the application. An
application should also be submitted for remediation tax credits, ,
demolition tax credits, a direct loan and/or grant funding.

DED requires an application be submitted to the Department of
Natural Resources (DNR) for participation in the "Voluntary
Cleanup Program" for determination of eligibility before DED will
consider the amount of benefits a project may be eligible to receive
through the Brownfield Program.

There are no application deadlines and the program is non-
competitive. Eligible projects are approved based on having a
positive net state economic impact and the applicant's need for
incentives.

The application, guidelines and other program information is
available at http://go.missouridevelopment.org/brownfield.

APPROVAL METHOD

The remediation tax credits may be provided to the building owner
upon documentation of actual expenses, except that at least 25% may
be retained until the "clean letter" has been provided in conjunction
with the Voluntary Cleanup Program.

FUNDING LIMITS

The total state costs of the project (tax credits, loans and/or grants)
must be less than the projected new state economic impact of the
project. DED will determine the economic impact for each project.
The program provides state tax credits for up to 100% of
remediation costs and up to 100% of non-remediation demolition
costs.
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Grants to public entities are also available up to $100,000 or 50% for
feasibility studies or other due diligence costs. Grants can also be
issued up to $1 million for the improvement of public infrastructure
for the project. The total of grants or loans can not exceed $1
million.
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MISSOURI DEVELOPMENT FINANCE BOARD
TAX CREDIT FOR CONTRIBUTION

PURPOSE

The Missouri Development Finance Board (the "Board") is authorized by
Section 100.286(6) of the Missouri Statutes (the "Tax Credit Statute") to
grant a tax credit equal to 50% of any moneys contributed by any taxpayer.
The Contribution must be made to one of three funds established by the
Board's statutes: the "industrial development and reserve fund," the
"infrastructure development fund," or the "export finance fund."
Contributions to the "industrial development guarantee fund" are not eligible
to receive a credit.

ELIGIBILITY CRITERIA

EVALUATION CRITERIA

For the Board to accept a Contribution under the Tax Credit Statute,
the Contribution must be used for a purpose for which the Board
was created. The Board's principle statutory mandates are set forth
in Sections 100.250 to 100.297 of the Missouri Statutes and in
summary authorize the Board to provide assistance for:

(a) Economic development Projects;

(b) Qualified infrastructure facilities; and

(c) Export trade activities within the state.

CONTRIBUTION CONDITIONED UPON THE USE OF
CONTRIBUTION PROCEEDS FOR ELIGIBLE PROJECTS
In the event a Contribution set forth in an Application is conditioned
upon, the Board applying the Contribution Proceeds in a specific
manner. The Board will review the Application based upon the
following criteria to determine whether to accept the Contribution:

(a) Will the Board's use of the Contribution be consistent with the
Boatd's statutory mandates?

(b) Will the impact of the Board's use of the Contribution result in a
clearly definable benefit to the State (the Board may require the
Applicant to submit a financial forecast evidencing the net economic
benefit to the State)?

(c) Will the definable benefit to the State be commensurate with or
greater than the amount of the tax credit?

(d) Will the Board's use of the Contribution duplicate other public
programs or efforts?
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(e) Will the Board's use of the Contribution have a material impact
upon another person's decision to remain, expand (no comma) or
relocate within the State?

(f) Will the Board's use of the Contribution have a material impact
upon the retention or creation of jobs within the State?

(2) Will the Boatd's use of the Contribution contribute (I would use a
different word) to the expansion of the property tax base of the
State?

(h) Will the Board's use of the Contribution unduly increase the value
of property owned or controlled by the Donors?

(i) Will the Board's use of the Contribution assist in the development
of a "blighted area" (as defined by Missouri Statutes)?

(j) Will the granting of the tax credit impose a financial hardship
upon the general revenues of the State?

(k) Will the granting of the tax credit impose a financial hardship
upon the tax revenues otherwise received by the locality and its
political subdivisions?

(I) Are local public entities contributing a commensurate share
toward the costs of the Project?

The decision to accept any Contribution with stated conditions will
be made by the members of the Board after consideration of the
foregoing factors. The Board reserves the right to approve in whole
or in part any request, or to reject any request and to ask for any
additional it deems necessary.

ELIGIBLE PROJECTS

The Boatd's statutes grant the Board the authority to apply the
Contribution in any manner in which funds deposited into the funds
established by the Board's statutes may be used. The Board's statutes
generally permit moneys in each of the funds to be used to secure
bonds issued by it or other issuers, guarantee loans made by eligible
lenders, make loans from moneys in such fund and, with respect to
moneys in the infrastructure development fund, make grants to state
agencies and local political subdivisions. The Board may also acquire
property with such funds, provided such property qualifies as a
"Project" within the meaning of the Board's statutes. A Project is
defined as follows:

INFRASTRUCTURE FACTILIES

The highways, streets, bridges, water supply and distribution systems,
mass transportation facilities and equipment, telecommunication
facilities, jails and prisons, sewers and sewage treatment facilities,
wastewater treatment facilities, airports, railroads, reservoirs, dams
and waterways in this state, acquisition of blighted real estate and the
improvements thereon, demolition of existing structures and
preparation of sites in anticipation of development, public facilities
and any other improvements provided by any form of government or
development agency.
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PROJECT

The purchase, construction, extension, and improvement of real
estate, plants, buildings, structures, or facilities, whether or not now
in existence, used or to be used primarily as a factory, assembly plant,
manufacturing plant, fabricating plant, distribution center, warehouse
building, office building, port terminal or facility, transportation and
transfer facility, industrial plant, processing plant, commercial or
agricultural facility, nursing or retirement facility or combination
thereof, recreational facility, cultural facility, public facilities, job
training or other vocational training facility, infrastructure facility,
video-audio telecommunication conferencing facility, office building,
facility for the prevention, reduction, disposal or control of pollution,
sewage, or solid waste, facility for conducting export trade activities,
or research and development building in connection with any of the
facilities defined as a Project in this subdivision. The term "Project”
shall also include any improvements, including, but not limited to,
road or rail construction, alteration or relocation, and construction of
facilities to provide utility service for any of the facilities defined as a
project under this subdivision, along with any fixtures, equipment,
and machinery, and any demolition and relocation expenses used in
connection with any such projects and any capital used to promote
and assist such facilities and notes payable from anticipated revenue
issued by any development agency.

If the Donor is a for-profit private corporation or person the Board
will not use the Contribution in a manner which will directly or
indirectly benefit the Donor beyond the benefit conferred by the
credits unless the Donor demonstrates to the sole satisfaction of the
Board that such use is based upon fair market value considerations
and is an arms-length transaction from the Donor.

SPECIFICS OF PROGRAM
THE BOARD'S TAX CREDIT

Upon acceptance of Contributions and submission of the necessary
forms, the taxpayer making the Contribution (the Donor) will be
issued a certificate evidencing a state tax credit in an amount equal to
50% of the amount of the Contribution.

Tax Credits are to be taken in the taxpayet's current tax yeat,
although such credit may be carried forward for up to five years.
Credits may be sold for not less than 75% or more than 100% of
their par value, provided that all credits are claimed within ten years
of the date the Contribution is made.
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The Tax Credit Statute entitles the Donor (individuals, estates, trusts
and corporations) to receive a credit upon any tax otherwise due
under Chapter 143 (excluding 143.192 to 143.261), Chapter 147 and
Chapter 148 of the Missouri Statutes. The exclusions are certain
withholding taxes identified in the Tax Credit Statute.

FORM OF APPLICATION

For a copy of the Board's Tax Credit for Contribution Program
Application contact the Board office. The application should be used
by persons wanting to submit a request to the Board for the
consideration of the acceptance of Contributions. The Board
reserves the right to reject any Contribution. Fach Application must
be submitted by a public entity. The Board will only consider
Applications that have been submitted by a Public Entity and, in the
case of any Public Entity created on behalf or for the benefit of
another governmental entity, the written approval of the Application
by such entity.

THE APPLICATION PROCESS

PRELIMARY REVIEW OF DRAFT OF COMPLETED
APPLICATION

Once the Application is fully completed, the Applicant should submit
three copies of the Application in draft form to the following
address:

Missouri Development Finance Board
301 West High St., Room 680
P.O. Box 567
Jetferson City, MO 65102

Within approximately two weeks from the receipt of the Application,
the Board will prepare a comment letter on the draft Application that
will describe any additional information the Board determines is
necessary to complete the Application. The Applicant should then
address such comments before submitting an executive Application
to the Board.

SUBMISSION OF COMPLETED APPLICATION

Once the Application is fully completed (which includes any changes
or additional information requested by the Board pursuant to the
preceding paragraph), the Applicant should submit to the Board
twenty copies of the final executed Application to the address set
forth above. If the Executive Director determines that the
Application is complete, the Executive Director will schedule the
Application for consideration at the Board's next regularly scheduled
meeting.
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CONSIDERATION OF THE APPLICATION

The Board will notify the Applicant as soon as possible of the time
and date of the Board meeting. At such meeting the Applicant will
be expected to make a complete and detailed presentation concerning
the matters covered by the Application. Upon completion of the
presentation the Board will act upon the Application. The Board
reserves the right to postpone any action on the Application and to
request additional information necessary to properly consider the
Application.

APPROVAL

If the Board approves the Application the Board will adopt a
Resolution to the effect that the Application has been approved. The
Applicant and the Board will proceed to prepare the Tax Credit
Agreement for execution and delivery. This agreement defines the
relationship between the Applicant and Board and governs the use of
Contributions made available to the Applicant for the Project.

REIMBURSEMENT

In the event a Public Entity uses any of the Contribution Proceeds to
directly benefit a Donor or a private, for-profit corporation or
business, the Board shall require the Public Entity to impose an
obligation to reimburse the state for the cost of such credits over a
time period determined by the Board. Exceptions to this
reimbursement requirement may be made if the Board determines
that the Project is of extraordinary benefit to the State of Missouri
and that the Project would not be completed but for the Board's
Application of the Contribution Proceeds without the requirement of
reimbursement.

FEES AND COSTS

Concurrently upon the receipt of each Contribution the Board shall
deduct an administrative fee in an amount equal to 2% of the amount
of all authorized Contributions of $1,000,000 or less, or 1% of the
amount of all authorized Contributions in excess of $1,000,000 and
the Board's actual out-of-pocket legal expenses (the fees and
expenses of the Board's counsel) incurted by the Boatd in the
execution and administration of a Tax Credit Agreement.

To request a copy of the Board's Tax Credit for Contribution
Program Application contact the Board at:

MISSOURI DEVELOPMENT FINANCE BOARD
Harry S Truman State Office Building

P.O. Box 567

Jetferson City, Missouri 65102

Contact Person: Robert V. Miserez

Phone: (573) 751-8479
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Fax: (573 526-4418

E-Mail: mdfb@mail.state.mo.us
Website: www.mdfb.org

SMALL BUSINESS FINANCING
ECONOMIC DEVELOPMENT ADMINISTRATION (EDA)
REVOLVING LOAN FUND (RLF)

PURPOSE

The EDC Loan Corporation RLF program is designed for small businesses
planning fixed asset purchases of $1 million or less. The RLF assists small
businesses with expansion projects that will create or retain jobs in Kansas
City, Missouri.

ELIGIBILITY CRITERIA

ELIGIBLE AREAS

Business located within the city limits of Kansas City, Missouri

ELIGIBLE BORROWERS

For profit businesses, except for retailers. Projects are not eligible for
financing through the Revolving Loan Fund program if credit is
otherwise available on terms and conditions that would allow the
project to proceed.

ELIGIBLE USES OF LOAN PROCEEDS

Purchase and improvements of land and building, leasehold
improvements, machinery, equipment, furniture and fixtures (fixed
assets).

Interim interest on construction loans and professional fees associated

with the project
SPECIFICS OF PROGRAM
PROGRAM REQUIREMENTS

1. AMOUNT: Maximum of $150,000 per borrower and
affiliates, not to exceed 40% of the total costs. Borrower
must contribute at least 10% of the costs as equity. Private
lender generally provides financing for at least 50% of the
project on a term at least equivalent to the Revolving Loan
Fund loan.
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TERM, RATE, FEES: Maximum repayment term is 15
years for real estate and 7 years on equipment.

Generally the term of the loan will match the life of the
asset.

Interest rate is 1.5% below the prime-lending rate, fixed at
application, with a minimum rate of 4%.

Fees - Origination fee of 1.5%, legal fees associated with
closing and an annual servicing fee of .5% of the original
loan amount.

OTHER: Revolving Loan Fund loan generally has a
subordinate lien position on project assets to the private
lender’s lien.

A business plan is required.

Personal guaranties are required for any individual owning
over 20% of the borrower.

Borrower must demonstrate profitability, a positive tangible
net worth, and repayment ability.

Borrower should agree to create or retain at least one job
for each $15,000 of the Revolving Loan Fund loan.

Collateral assignment of life insurance is normally required
on principals of the small business in the amount of the
RLF loan.

For all contracts for improvements over $2,000, the
borrower must pay Davis-Bacon, or prevailing wage rates.
Please check with your contractor to see how this affects
the costs for improvements.

The interest rate of the loan will be based off of the Wall
Street Journal Prime and will reflect current market
conditions.




SMALL BUSINESS FINANCING
SBA 504 LOAN PROGRAM
PURPOSE

SBA’s 504 loan program funds small businesses making fixed asset
investments that will create or retain jobs. The 504 loan program provides
long-term financing at a fixed interest rate and requires a low down payment
(usually 10%).

ELIGIBILITY CRITERIA

ELIGIBLE AREA
Kansas City Metro area

ELIGIBEL USES OF LOAN PROCEEDS

Loans under this program can generally be used for fixed asset
purchases including:

Land acquisition/construction
Purchase and renovation of an existing building
Purchase and/or repair of machinery and equipment.

SPECIFICS OF PROGRAM

PROGRAM REQUIREMENTS

o Bank/private lender provides 50% of the financing for at least
ten years at a market rate of interest, secured by a first lien
position on the collateral

o EDC/SBA provides up to 40% of financing for either ten or
twenty years with a fixed interest rate determined at the time of
funding

o The borrower must contribute between 10%-20% as their equity
in the project.
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SMALL BUSINESS FINANCING
RIVER MARKET LOAN FUND (RMLF)
PURPOSE

The EDC Loan Corporation RMLF program is designed for small business
planning to expand in the Rivermarket area.

ELIGIBILITY CRITERIA

ELIGIBLE AREA
River Market -Bounded by Missouri River on the north Beardsley
Road on the west, I-70 on the south and I-35/29 on the east.

ELIGIBLE BORROWERS

Private, for profit businesses, that are considered small under Small
Business Administration guidelines. Preference is given to women
owned businesses and ethnic minority owned businesses. The
project must conform with land use and general development
program for the area. Projects are not eligible for financing through
the River Market Loan Fund if credit is otherwise available on terms
and conditions that would allow the project to proceed.

ELIGIBEL USES OF LOAN PROCEEDS

Purchase and improvements of land and building, leasehold
improvements, machinery, equipment, furniture and fixtures (fixed
assets).

Working capital - inventory, wages, salaries and other employee
expenses, general operating expenses, excluding any type of taxes.

Interim interest on construction loans and professional fees
associated with the project

SPECIFICS OF PROGRAM
PROGRAM REQUIREMENTS

1. AMOUNT: Maximum of $50,000 per borrower and affiliates
River Market Loan Fund may be the sole lender for projects
under $25,000. On projects over $25,000 the River Market Loan
fund can not fund more that 40% of fixed asset projects and 50%
long term working capital. Minimum equity injection for fixed
assets is 10% of total costs.
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2. TERM, RATE, FEES: Maximum repayment term is 15 years for
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real estate and for all other fixed assets projects 5 years. Generally
the term of the loan will match the life of the asset. Working
capital loans have a maximum term of 5 years. Loan guaranties
are available for up to 85% of bank lines of credit with a maturity
of one year or less. Fees - Origination fee of 1.5% and a .5%
annual servicing fee for term loans.

The interest rate of the loan will be based off of the Wall Street
Journal Prime and will reflect current market conditions.

OTHER: River Market Loan Fund loan generally has a
subordinate lien position on project assets to the private lender’s
lien.

A business plan is required.
Personal guaranties are required for any individual owning over
20% of the borrower.

Borrower must demonstrate profitability, a positive tangible net
worth, and net worth ratio of no greater than 5:1 after funding
through the River Market Loan Fund.

Borrower should agree to create or retain at least one job for each
$15,000 of the Revolving Loan Fund loan.

Collateral assignment of life insurance is normally required on
principals of the small business in the amount of the RMLF loan.




SMALL BUSINESS FINANCING
NEIGHBORHOOD COMMERCIAL REVOLVING LOAN FUND
(NCRLF)

PURPOSE

The EDC Loan Corporation NCRLF program is designed for small
businesses planning to expand business operations.

ELIGIBILITY CRITERIA

ELIGIBLE AREA

Properties located in the Federal Enhanced Enterprise Zone, the
State of Missouri Enterprise Zone, the Urban Core Program area and
certain commercial redevelopment areas. Contact EDC to determine
if a property is located in these areas.

ELIGIBLE BORROWERS

Owners or leaseholders of commercial properties. Projects are not
eligible for financing through the Neighborhood Commercial
Revolving Loan Fund program if credit is otherwise available on
terms and conditions that would allow the project to proceed.

ELIGIBEL USES OF LOAN PROCEEDS

Purchase and improvements of land and building, leasehold
improvements, machinery, equipment, furniture and fixtures (fixed
assets). Interim interest on construction loans and professional fees
associated with the project.

SPECIFICS OF PROGRAM
PROGRAM REQUIREMENTS

1. AMOUNT: Maximum of $150,000 per borrower and affiliates or
40% of the total costs. Borrower must contribute at least 10% of
the costs as equity and can use fagade rebate grants for the equity
contribution. Private lender must provide a loan at least equal to
the Neighborhood Commercial Revolving Loan Fund loan and
the interest rate is limited to the Wall Street Journal Prime lending
rate plus 2%.

2. TERM, RATE, FEES: Maximum repayment term is 15 years on
real estate loans and 7 years for equipment loans. Generally the
term of the loan will match the life of the asset.
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Fees - Origination fee of 1.5% and legal fees associated with
closing.

The interest rate of the loan will be based off of the Wall Street
Journal Prime and will reflect current market conditions.

OTHER: Neighborhood Commercial Revolving Loan Fund
loan generally has a subordinate lien position to the private
lender’s lien.

A business plan is required.

Personal guaranties are required for any individual owning over
20% of the borrower.

Borrower must demonstrate profitability, a positive tangible net
worth, and repayment ability.

For all contracts for improvements over $2,000, the borrower
must pay Davis-Bacon, or prevailing wage rates. Please check
with your contractor to see how this affects the costs for
improvements.

Collateral assignment of Life Insurance is normally required of
principles of the small business in the amount of the NCRLF
Loan.




SMALL BUSINESS FINANCING
KANSAS CITY MINORITY BUSINESS CAPITAL
CORPORATION (KCMBCC)

PURPOSE

The EDC Loan Corporation’s KCMBCC program is designed for minority
owned or controlled small businesses in need of financial assistance to
expand the business.

ELIGIBILITY CRITERIA

ELIGIBLE AREAS
Kansas City Metro

ELIGIBLE BORROWERS

Companies located in greater Kansas City that are owned and
controlled by minority individuals and meet eligibility criteria. Minority
individuals must own at least 51% of the stock of the business and
exert control of day to day operations.

Eligible industries are: Manufacturing , Wholesale, Distribution,
Industrial Services, Retail Establishments in areas eligible for loans in
the Missouri enterprise zone.

ELIGIBLE USES OF LOAN PROCEEDS

Inventory

Accounts receivable

Wages, salaries and other employee expenses
General operating expenses, not including taxes
25% of the costs can be used for equipment

SPECIFICS OF PROGRAM

PROGRAM REQUIREMENTS

Creditworthiness: Applicant must demonstrate profitability, a positive net worth

and repayment ability

Direct Loans Interest rate is fixed at the prime rate.

Terms of three months to five years with a seven-year
amortization. Monthly repayment is normally required.
Up to 50% or $100,000 of permanent working capital
Collateral for loans shall include all assets deemed
necessary to adequately secure the loan
Loans are subordinated to the bank loan

84092.D0C




Loan Guarantees  Interest rate is determined by commercial lender, but is

limited to major money center prime interest rate plus 2
3/4%

Terms of one year or less

Up to 85% or $100,000 loan guarantee on a line of credit
Collateral for loans shall include all assets deemed
necessary to adequately secure the loan

The Minority Business Capital Fund may also place a
certificate of deposit as additional collateral for the line of
credit. The interest rate paid by the bank on the
certificate of deposit shall be 1.5% below the normal one
year certificate of deposit rate. The lender must then
lower the interest rate for the line of credit by 1.5%.

APPLICATION PROCESS
1. Pre-application meeting with EDC Loan Officer.
2. Applicant prepares information needed to accompany loan application and
submission of a business plan
3. Applicant obtains funding commitment from a commercial lender
4. After applicant submits all requested information, EDC generally requires

less than 30 days to obtain approval of the Loan Approval Committee, the
EDC Loan Corporation Board of Directors and the Kansas City Minority
Business Capital Board of Directors

Borrowers are charged a loan origination fee of 1.5 percent of amount
borrowed or guaranteed. A monthly servicing fee of .25% is charged on
direct loans

Borrowers that have been in business less than two years are generally
required to participate in management or technical assistance programs
available in Kansas City as a condition of the loan
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DEVELOPMENT TAX CREDIT PROGRAM
PURPOSE

The program is designed to facilitate a business project in order to create new
jobs and capital investment in Missouri. The Development Tax Credit
Program (“DTC”) offers 50% state tax credits to eligible donors who make
contributions to a non-profit corporation (“NPC”) for projects approved by
the Missouri Department of Economic Development (“DED”). The non-
profit corporation will use the cash to purchase certain assets which will be
leased to a business. The lease payments are structured to facilitate the
business’ project.

ELIGIBILITY CRITERIA Authorization: Section 32.105 paragraph 9, RSMo.
ELIGIBLE BUSINESS

Manufacturing, processing, or assembly businesses; research and
development, or service businesses (where 51% of revenue will be
from out of state) that will pay wages above the average for the area
are prioritized. There must be a positive benefit/cost to the state,
which includes other state incentives provided for the project.

ELIGIBLE NON-PROFIT

Only non-profit corporations (501(C) 3, 4, 6) authorized to operate in
Missouri and headquartered in the geographic area of the proposed
project are eligible recipients of DTC approved contributions. The
business that will lease property from the non-profit corporation
cannot have significant representation on the NPC’s board.
Ineligible nonprofits organizations include the following: Churches
and their denominational headquarters; units of government and any
affiliated organization under their direct supervision; partisan
organization; and public or tuition-based private schools.

ELIGIBLE USER OF TAX CREDITS

Contributors may either take the credits and apply them against state
income tax liabilities or the credits are salable.

ELIGIBLE USE OF FUNDS

The DTC program may be used for the acquisition of an existing
building through purchase from cash contributions or donation of
real estate. The acquisition of new or used machinery/equipment is
also eligible IF it is to be placed in an existing building.
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SPECIFICS OF PROGRAM
METHOD

1.

2.

The company cannot make a public announcement of the project
prior to DED’s contingent approval of an application.

The sponsor (city/county) submits application documents to
DED. If DED approves the request, a letter will be sent to the
sponsor and company.

A Development Tax Credit agreement is executed between
DED, company and the city/county sponsor. A lease agreement
is executed between the company and non-profit corporation.
After the contribution is made, DED will issue tax credit
certificates to the contributor.

PROGRAM REQUIREMENTS

1.

4.

NPC must retain ownership of all properties acquired by the
contribution for a minimum of five (5) years. DED may allow a
longer lease period depending on the needs of the project.

The eventual disposition of properties acquired by the
contribution will be no less than seventy-five percent (75%) of
the fair market value of the assets, excluding the value of lease-
hold improvements.

The amount of the lease payments will be determined by
Department of Economic Development (DED) based on the
costs of the non-profit to operate and maintain the subject assets
(if any); and the amount of the tax credits issued. In most cases,
the NPC will provide to the Department of Economic
Development the lease payments received in an amount to repay
the tax credits.

The project must be located in or qualify as a “blighted” or
“distressed” area, as defined in Tax Increment Financing
(99.805), Enterprise Zone (135.200), or Urban Redevelopment
(353).

TAX CREDITS

—_
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The credits may be carried forward up to 5 years.

The credits may be sold or transferred.

If the donor is not the beneficiary of the contribution, the donor
may combine the 50% state credits with federal charitable
deductions in most cases making the effective net loss to the
contributor at about 28% (at a 34% federal corporate tax rate).




TIMING

Applications will be accepted by the Department of Economic
Development at any time of the year and will be approved on an
individual, case-by-case basis, based on compliance with all program
criteria, the need for this program to make the project feasible, a
positive economic impact to the state, and the availability of tax
credits.

“CLAWBACK”
The business/lessee must repay patt or all the credits authorized if it

does not create the stated number of jobs within 24 months, and
maintain that level for a minimum of five (5) years.
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MISSOURI “BUILD” PROGRAM
PURPOSE

This program provides a financial incentive for the location or expansion of
larger business projects. The incentives are designed to reduce necessary
infrastructure and equipment expenses if a need can be documented. The
program provides Missouri state income tax credits to the business in the
amount of debt service payments for industrial revenue bonds related to a
portion of projects costs.

Authorization: HB 1237, 1996.

ELIBIBILITY CRITERIA
ELIGIBLE BUSINESS

1. Manufacturing, processing, assembly, research and development,
agricultural processing, or services in interstate commerce which
will invest a minimum of $15 million in capital improvements for
the project and create at least 100 new jobs within 3 years.

2. Office projects (regional, national or international headquarters;
telecommunications operations; computer operations; insurance
companies; or credit card billing and processing centers) are also
eligible if the capital improvements exceed $10 million with at
least 500 new jobs created (200 in distressed areas) within 3 years.

3. Ineligible: Retail, health, or professional services; intra-state
relocations or replacements of existing facilities.

ELIGIBLE EMPLOYEES/NEW JOBS

New full time (35+ hours/week) positions in a new or expanding
industry (not including identical jobs filled by recalled workers,
replacement jobs, or jobs that previously existed in the business) are
considered to be “new jobs”. They cannot have been employed by
the business or a related taxpayer during the preceding twelve
months. The wages for such employees must be above the average
for the area.

SPECIFICS OF PROGRAM

PROGRAM REQUIREMENTS

1. Sale of Bonds: The bonds must be sold on the basis of the
business’ credit. The options include the following:
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¢ The business must purchase a bank letter of credit or
bond insurance

¢ The business must have an investment grade bond rating

¢ The business must arrange for a private placement
purchase of the bonds
¢ The business must purchase the bonds itself.

2. Cooperative Effort: The political subdivisions benefiting from
the project or other local entities must commit significant local
incentives. Such local incentives could include tax abatement,
discounted utility fees, or others.

3. “But for” Test: The company may not have started the project
prior to the approval of the program. This would include any
public announcement, construction activity, or receipt of new
machinery or equipment at the project site related to the new
project. DED and MDFB must determine that the program is a
material factor in the company’s decision to initiate the project,
and the business must certify that, but for the approval of the
program, the project would not proceed.

4. Competition: The business must verify that at least one other
state is being considered for the project. This provision may be
satisfied if a written offer from another state is obtained, or if the
business provides a written description of incentives being
offered by another state and attests to the accuracy of the
information.

5. Positive Net State Economic Impact: The amount of new direct
and indirect state taxes over a 15-year period, measured on a
present value basis, must exceed the total amount of incentives
provided by the state.

USE OF FUNDS

The bonds may be used to finance public or private infrastructure
used to support the business’ project or the new capital
improvements of the business at the project location. Bond proceeds
may not be used for working capital, inventory, or other operating
costs of the business or other entity.

APPLCIATION PROCESS

The business must submit an application to MDFB /DED for review.
There are no application deadlines. If a project meets the criteria of
the program and DED/MDFB’s approval, the MDFB will issue
industrial revenue bonds in an amount determined to be the
minimum necessary to obtain the approval of the business to locate
or expand in Missouri. The amount is also limited to the net state
economic impact of the project. The business would pay to MDFB
the amount of debt service for the bonds, and the state will provide
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state income tax credits to the business in the amount of the debt
service. If the tax credits exceed the business’ tax liability, the
business may receive a refund for the unused portion. Since the
MDFB cannot guarantee the bonds, the business will likely have to
either purchase the bonds, or provide for a bank letter of credit or
bond insurance to sell the bonds.

“CLAWBACKS”

In the event the business does not fulfill the commitments made
regarding the number of new jobs or capital investment, the tax
credits will be reduced proportionately. In the event the business
relocates or reduces the operation below the minimum standards for
new jobs and new capital investment prior to the term of the bonds,
the tax credits received prior to that time must be repaid in full.

TAXABLE BONDS

It is unlikely that the projects that qualify for this program will qualify
for tax-exempt industrial revenue bonds (interest exempt from
federal income taxes). However, most bonds can be structured to be
exempt from Missouri income taxes, which can be beneficial to bond
purchasers that have Missouri tax liability.

REPORTING REQUIREMENTS

On an annual basis the business must report the number of new jobs
created; the total amount of salaries and wages paid to eligible
employees; and other information as determined by DED and
MDFB.

COMPREHENSIVE PROPOSAL

The Missouri Department of Economic Development, working with
other state agencies and the community where a business desires to
locate, will prepare a comprehensive incentive proposal for a business
upon request. This proposal will detail the specific state and local
incentives applicable for a business project.
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REBUILDING COMMUNITIES
TAX CREDIT

PURPOSE

The purpose of this program is to provide financial incentives for
projects in a “distressed community”.

ELIBIBILITY CRITERIA
ELIGIBLE AREAS

Based on demographic requirements, eligible areas are those census
block groups identified as a “distressed community”.  The applicant
must provide the census tract and block number of the location,
based upon the address. This information may be obtained from
various websites including the following link:

Authorization: Sections 135.530
http://www.geocode.com/eagle.html-ssi to 135.545. RSMo.

A list of eligible “distressed communities” can be obtained directly
from the Department of Economic Development by calling

(573) 751-0717 or by visiting the Department’s website at:
http://go.missouridevelopment.org/rc

ELIGIBLE BUSINESS

¢ Existing businesses, new businesses or a relocating business
(moving from outside an eligible area into an eligible area).

¢ Must have more than 75% of its employees at the facility in the
distressed community prior to the issuance of tax credits.

¢ Must have fewer than 100 employees total for all facilities at the
time a Pre-Application is submitted.

¢ Manufacturing, biomedial, medical devices, scientific research,
animal research, computer software design or development,
computer programming, telecommunications or a professional
firm (certain types only).

SPECIFICS OF PROGRAM

PROGRAM REQUIREMENTS — NEW OR RELOCATING
BUSINESSES
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The business may chose one of the 40% tax credits, plus obtain the
1.5% Employee Credit.

¢ 40% Income Credit: State income tax credit to the taxpayer for
each of the three years after such move based on 40% of their
income taxes due. The maximum amount of credits per taxpayer
is $125,000/year for each of the three years for which the credit
is claimed; OR,

¢ 40% Specialized Equipment credit: State income tax credit of
40% of the amount of funds expended for computer equipment
and its maintenance, medical laboratories and equipment,
research laboratory equipment, manufacturing equipment, fiber
optic equipment, high speed telecommunications, wiring of
software development expense; maximum of $75, 000/year per
business for the year of commencement of operations plus the
next 3 years.

¢ 1.5% Individual Credit: Qualified employees of a new or
relocating business may receive a tax credit against state
individual income tax equal to 1.5% of their gross salary paid at
such facility earned for each of three years that the facility
receives one of the 40% tax credits.

PROGRAM REQUIREMENTS - EXISTING BUSINESSES

An “eligible business” already located in an eligible area which
expends funds for specified equipment exceeding its average of the
prior two years for such equipment, shall be eligible to receive a 25%
tax credit against state income taxes owed up to a maximum of
$75,000 in tax credits per business.

USE OF TAX CREDITS

¢ The two 40% tax credits and the 25% credit may be used for
taxes owed the previous three years, in any of the five years
thereafter, or may be transferred, sold or assigned.

¢ The 1.5% credit may be carried forward indefinitely, but is not
sellable.

¢ The tax credits may offset state income taxes owed in Chapters
143, 147 and 148 RSMo.

APPROVAL METHOD

¢ Eligible businesses must submit a Pre-Application to DED prior
to both the Commencement of Operating (for new or relocating
businesses) and incurring costs for the purchase of specialized
equipment (if applicable). A Pre-Application can be obtained
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from DED’s website at
http:/ /www.missouridevelopment.org/rc.

Existing businesses must submit a Pre-Application no earlier than
January 1 in each year that they intend to request tax credits for
the purchase of new specialized equipment.

Tax credits shall be reserved for applicants meeting the
requirements of the program in the order that Pre-applications
are received. The credits are awarded for only one project of
each eligible business facility.

Tax credits will be issued upon the submission of an Application
by the appropriate deadline (February 15 for the 1.5% Employee
Credit; November 30 for both the 40% and 25% Specialized
Equipment tax credit; and 30 days after the business’s income tax
is filed for the 40% Income credit).

MAXIMUM FUNDING - ALL PROJECTS

¢

The total tax credits for the two 40% credits and the 1.5% credit
is $10 million for each calendar year for all businesses (less the
amount used by the Existing Businesses).

The total maximum credit for Existing Businesses is $750,000 for
each calendar year.

EZ OR BFC RESTRICTIONS

No business shall earn Rebuilding Community tax credits and
Enterprise Zone or Business Facility tax credits for the same project
for the same tax period. If a project is eligible for more than one, the
business may choose only one program.

OTHER DED PROGRAMS:

The Capital Tax Credit and CapCo programs of DED are somewhat
modified for projects located in a distressed community.
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MISSOURI CUSTOMIZED
TRAINING PROGRAM

PURPOSE

To provide education and training to workers employed in newly
created jobs in Missouri. Whether the new jobs are as a result of a
new industry locating in Missouri or an existing industry that is
expanding its work force in the State, the Missouri Community
College New Jobs Training Program can offer the resources
necessary to train workers in new jobs — and at a reduced cost to the
new or expanding industry. Missouri is one of the few states in the
nation that provides this program to companies.

ELIBIBILITY CRITERIA Authorization: Sections 178.892- 178.896, RSMo.

ELIGIBLE BUSINESSES

All businesses with a sound credit rating currently located in or
locating to Missouri engaged in interstate or intrastate commerce for
the purpose of manufacturing, processing or assembling products are
cligible. Companies that conduct research and development or
provide services in interstate commerce are also eligible. Retail
businesses, health and professional services do not qualify for the
program.

¢ New or expanding businesses and creating new jobs in Missouri.
¢ Businesses needing to retrain existing employees as a result of
substantial new capital investment

¢ DBusinesses needing to retrain existing employees without
substantial new capital investment, but as the result of the
introduction of new products or services or to upgrade quality
and/or to improve productivity.

SPECIFICS OF PROGRAM

The program provides assistance in reducing the cost associated with
expanding a work force or locating a new facility in the State of
Missouri through these training services:

¢ Customized training designed for the specific needs of the
industry

Adult basic education

On-the-job training

General occupational skill training
State-wide Job Bank

* & & o
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Training assistance can include skill assessment, orientation,
preemployment training, training facilities and equipment, instructors,
curriculum development, travel and a variety of other training related
services. Through On-the-Job Training (OJT) the employer can
receive a reimbursement of up to 50% of wages paid to workers in
the new jobs. The OJT benefits may be in effect up to six months
for each new job.

PROVIDERS

The training is provided by the community colleges, located in 12
Districts in  Missouri, through cooperation with the Missouri
Department of Economic Development and the Division of Job
Development and Training.

FUNDING

Local community colleges may initially finance training through the
marketing of certificates. The certificates are repaid by using tax
credits from the employers regular withholding that is based on a
percentage of the gross wages that have been paid to employees in
the new jobs. The tax withholding is equal to 2.5% of gross wages
for the first 100 new jobs, and 1.5% for the remaining new jobs. To
repay the training and certificate costs, the tax withholding for
projects in excess of $500,000 may be claimed up to 10 years.
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