ECONOMIC DEVELOPMENT AND FINANCE
STANDING COMMITTEE MINUTES
Monday, December 7, 2015

The meeting of the Economic Development and Finance Standing Committee was held on
Monday, December 7, 2015, at 5:56 p.m., in the 5" Floor Conference Room of the Municipal
Office Building. The following members were present: Commissioner McKiernan, Chairman;
Commissioners Walker, Townsend, Murguia and Walters, and BPU Board Member David Alvey
(arrived at 7:00). The following officials were also in attendance: Joe Connor, Assistant County
Administrator; Melissa Mundt, Assistant County Administrator; Gordon Criswell, Assistant
County Administrator; Ken Moore, Chief Counsel; Brett Deichler, Director Delinquent
Revenue/311 Center; Charles Brockman; Economic Development; George Brajkovic, Director of
Economic Development; Lew Levin; Chief Financial Officer; Deborah Jonscher, Assistant
Finance Director; Bill Heatherman, County Engineer; and Mike Tobin, Interim Director of

Public Works.

Chairman McKiernan called the meeting to order. Roll call was taken and members were

present as shown above.

Chairman McKiernan said there was a blue sheet which contained updated material for Item

No. 3 and then has new Items 4, 5, & 6.

Measurable Goals:

Item No. 1 - 15272...MEASURABLE GOALS: ADDRESS TAX DELINQUENT
PROPERTIES

Synopsis: Measurable goals for addressing tax delinquent properties, submitted by Brett

Deichler, Director of Delinquent Revenue. For information only.

Melissa Mundt, Assistant County Administrator, said we’re back here again this time in
December to talk to you guys about another set of strategic goals for our Delinquent Tax
Division. Tonight, I did hand out a copy to you of what we’re considering our strategic goals.

There’s two of them. Brett Deichler is here to help me walk through these with the standing



committee. The object here is to look at the two strategic goals that we have provided for you to
consider and give us some feedback on if we’re hitting the mark as the kind of the aspirational
statements you’re looking to see for the Commission and if not, what we might do to revise or
enhance them. Going forward you will receive these in your packet as a strategic goal with the
objective. We just went through last month to try and get an idea of what kind of information we
should be repackaging and bringing to you. Now we know what we’re looking to do. Actually,
last Monday the standing committee met under Administration and Human Services and
reviewed the Community Development goals, primarily CDBG related, and we took this format
and they seemed to really appreciate how we laid it out. What we’ve done is shown you what
the objectives are or the to do list underneath those strategic goals which in theory should carry
from one year to the next with less than massive tweaks unless something major changes involve

the law.

The first one before you if you want to look at your sheet, is to provide an effective and
transparent delinquent real estate process that reduces countywide delinquency ratio and supports
overall improvement in the community evaluations and targeted revitalization. That’s kind of
the higher level work. It’s not what the objectives are below which are the kind of tasks to help
us get there.

The second one I want to show you because that may get at more of what I heard
Commissioner McKiernan talking about is participate in an integral part of the UGs target
revitalization across the community by providing critical, technical information and employ all
measures allowed under Kansas statutes given to Delinquent Real Estate Division to ensure
progress towards a balance and healthy Wyandotte County and city of Kansas City, Kansas. The
specific statements are underneath. I’m going to open it now back up to the Commission unless

Brett Deichler from Delinquent Real Estate has anything he’d like to add.

Brett Deichler, Director of Delinquent Revenue, said I would just like to say we appreciate the
opportunity to come back in front of the Commission to identify some of these tasks that we’re
trying to accomplish and there’s a lot of good information here in the bullets themselves. 1 think
if you take the time to look at those you may have some questions about that and we can

certainly answer anything that you would want to ask at this time.
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Commissioner Walters asked the delinquency ratio that you mentioned in your goal number
one. How’s that calculated? Mr. Deichler said it’s simple math. It’s basically a diviser utilized
with what’s being paid and what’s not being paid. The tax administration system goes out and
basically takes a calculation—Commissioner Walters said it’s not number of households or
number of properties. It’s strictly on the dollar value. Mr. Deichler said it’s a percentage of
value based on budgeting and the valuation model. It’s based on the cumulative totals for the
houses themselves. Commissioner Walters said so if we wanted to lower that ratio, we would
target in our tax sale the most expensive properties to get those back on the tax rolls as opposed
to the least expensive, would that be right. ~ Mr. Deichler said in two manners, yes. If you’re
looking at getting the most expensive properties back on, yes that makes sense. We’ve done
that. When I was charged with taking over delinquent real estate that was my initial charge was
to go out to try to find the people that were fending heavily and had been on the tax rolls for
years but had also owed a lot of money in back taxes and it makes sense to that. I will leave
them nameless here for obvious reasons, it helps to get these larger fish out of the pond and get
things back to normalcy and I call it equalization is what I refer it to now. Once we got control
basically under the statutory authority and looked to get the business processes at hand in check
with what we we’re trying to do, that was one of the primary goals, Commissioner, was to look
at the biggest ones that were out and say look—an example is if you have a house that’s worth
$30,000 and it has $20,000 in delinquent taxes, it’s probably less likely to be redeemed by the
owner for whatever reason then someone that owes you whatever money for a property that’s
worth ten times that. You’ll see those redemption rates go up and that was one of the strategies
that I’d try to employ was how can we get the redemption rate high because we do not want to
own the property, we need the tax money, and we’d like to keep the rightful owners in their
property but we do need them to pay their delinquent taxes. Typically, if there’s a ten to one
ratio, a house that’s worth $100,000 or $200,000, either $10,000 or $20,000 respectfully was
owed, they’d walk in and right that check and keep their property which is a good thing because
that turns the redemption rate into a skyrocket which takes all the tougher conversations that you
have and some of the sell issues that you get to once you get down to the court hearings and
things like that right off the table so it makes it cleaner at the frontend. Does that make sense?

Commissioner Walters said yes. So has that ratio been going down? Mr. Deichler it has.

December 7, 2015



Actually, Lew Levin can probably tell you a little bit more about what the actual number might
be. From my tax levy days I noticed that thing can hover between 5%, 6%, 7%, and 8%. I think
we impacted that pretty heavily because we had a lot of properties out there that needed to be
tackled early on. You can see that in some of the increases in tax sale numbers as far as what the
actual accumulative totals were once the auction was complete. Once I took over the business it
basically reduced it significantly and that helps everybody, on the budget side and everything
else. The whole goal here, and I go back to reflecting what Commissioner McKiernan has talked
about forever. We’re not just after the money, we’re after a viable community. That’s where the
second goal and the strategy behind that is to go and look to see what is balancing of scale. We
did have to get some bigger offenders out of the water to make sure that they were paying
rightfully like all of us do, but at the end of the day we start to look at the equalization and say
how do we manage a healthy community with still garnering and tackling these tasks accordingly
and getting the taxes back in so we as a government can operate utilizing those funds. We can
also maintain the viability of the community and surrounding neighborhoods too in the valuation
model as well so just the delinquency ratio itself is a good indicator of that, but there’s a lot of
other tangible and other intangible objects and modifiers that you have to kind of look at in the

business profile.

Chairman McKiernan said it’s going to be the last time I bring this up and then I’'m going to be
quite. No, I’'m not. I still don’t think and I love these and this is good work here, but I think
what we’ve got is rather than objectives we’ve got some strategies here. Ms. Mundt said are
you talking about the actual strategic goals that we’ve stated because I need to be very clear on
where we’re working, the objectives or strategic goal. Chairman McKiernan said I think the
strategic goal is—I still don’t think we’re looking at our highest purpose. Why does Mr.
Deichler do what he does? We need revenue to fund the operation, the services provided by the
Unified Government. At least some of, and since property tax ends up being what 27% of the
total revenue that we take in toward the provisions of services, then anything that is billed but not
paid, impairs our ability to provide city services to the level that we want to provide them. I
think that’s the ultimate. The ultimate overarching is having enough fiscal resources to carry out
our mission of providing service, public safety, public works, and the public good to our citizens.

Let’s say for the sake of argument that real estate taxes that are not paid in a timely manner
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impair our ability to have enough revenue to do that. Well then it would seem to me that with
this overarching goal of having enough budget money to provide city services, now we have an
objective which is to—Ilet’s say that that three years after they are billed 10% of billed, property
taxes are as yet uncollected, unpaid, that hampers our ability to provide city services. Our goal is
enough money, why don’t we have an objective of decreasing that unpaid from 10% after three
years to 8% after three years, whatever it might be. Now all of these that are listed as objectives
in mind move in as perfect strategies. Here’s what we’re going to do to decrease that number to

8% uncollected on our way to funding city services.

Commissioner Walters said [ think that’s kind of what he was presenting. Chairman
McKiernan said it is, but it’s not how it’s laid out. Commissioner Walters said it’s not number
of parcels but it’s a ratio of uncollected taxes that we want to go down, right now it’s 5% or 7%
or whatever. That was really the reason for my question. If we want the ratio to go down strictly
on a dollar value would really concentrate on the more expensive parcels that are unpaid as
opposed to the less valued. The downside to that is that the one’s that never really rise to the
point where you want to get them on the list, they might just go year after year after year and
then suddenly their ten years delinquent but they’ve never been the right kind to get on the list
and then at that point the delinquent value is so high compared to the property value that it’s
really tough to sell. If we accept that we can’t sell everything in every six months, which you
know that would be another thing to think about, is how many delinquent properties can we sell
to the point where at some point every six months we sell all of the delinquent properties that are
available to sell or that meet that criteria so we don’t have this constant backlog that we can
never seem to get through. Mr. Deichler said you just don’t have enough staff for that. It’s a
capacity issue. Commissioner Walters said so that’s a question. If we don’t have enough staff
to collect money, then maybe we need more staff. Ms. Mundt said that might be the one thing
to spend money on. Commissioner Walters said I always thought that when we talked prior
you thought there was only so much the market could absorb and there was only so much we
could physically get to within a six-month period. Certainly, that could be based on market
conditions, but if market conditions are such that the market can absorb more property then we
should be smart enough to figure out how to get those properties to market. Mr. Deichler said |

would definitely agree with that. I’d say there is a couple of strategies in there too that when you
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get down to the more granular level where you can take and try to bring things from the top
down to the highest level, but you’re also looking at like the last thing here we’re talking about is
a Mailer Program where we take properties that typically, which you’re referring to,
Commissioner, would never make it on the list because they’re not quite as high enough and they
just don’t fit the model if you’re looking at from top down on it. When we mail things out to
people they say, it’s a basic letter that I’ve written that says if you don’t comply in a certain time,
you’re subject to be put into a tax sale etc. and we’ve had a pretty good response to that. I think
it’s almost 10%. When you’re looking at $2,500 and less it doesn’t sound like a lot but you start
adding 100 properties in here and there and you start bringing that bottom end up a little bit.
You’re going to find yourself in the middle of some of that to where it teeters one way or the
other. That’s where you probably go out and you look to bring in maybe a contractor or special
staff, somebody you don’t have to commit to for long-term to get everything else in the middle.
When I say you need more staff, you don’t want to commit to the long-term because sooner or
later, I mean in business there is equalization and it does matter and you will reach that normalcy
somewhere. Once you reach that you have to as an organization look and say which properties
are left on the list, how many can we get to, what would the market absorb or yield as far as
buying power goes, and how can we maximize this and get it all out there. When you do
something like that you’re going to have to write a series of reports which take a little time,
which is fine, that’s what we do; but at the end of the day you need to make sure you take in all
the factors from both scalable and non-scalable economics to say how’s the best way to do that
and how do you not impact both your short and long-term budget say for Doug Bach and staff by
hiring staff that after you get to a point when things start to flatline a little bit, well with the
retirement rate, it’s probably a good thing you have people to fill in some of those jobs but that’s
not always the case. There’s business perspectives there that we, as an organization, can look at
from an innovation perspective and say let’s build this model, let’s look at this, let’s try to find a
sweet spot in there, but it has to be scalable as far as economics both a marco and a micro scale
and we have to observe those on how do they benefit us both in cash flow now and investment as
far as our staff and time in the future. Then you have to look across the agency and across all the
jurisdictions and say what are we looking at from a master developer’s perspective and how do
we want to get down to the individual neighborhoods themselves and at least uphold that value.

I go back to like I say, my tax levy days, I know the valuation model very well and how do you
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stabilize that. There’s a lot of things you need to do and you cannot let those properties that you
are referring to sit there and go into a state of decay because they’re obviously going to bring
everything down around them and sometimes they’re not salvageable at that point and then they
sit forever. Then you got demo’s and all that stuff, then there’s a vacant lot nobody wants to cut
and there’s a lot of bad news with that. We need to get involved in that prior too, but we all need

to get probably you know get a consortium and everybody get in the war room and talk about.

Commissioner Murguia said specifically since you brought it up on strategic goal No. 1, if |
was in charge of the goals I don’t really care how you do it, no offense. If I’'m in this position,
by this time commissioners should know the benefit of not having a large number of tax
delinquent properties in their county so I don’t think why really matters. If I was in charge, I
would the goal to reduce the countywide delinquency ratio. I don’t want to hear, you know, a
year from now or two years from now, what the department’s strategies is. I don’t really care
how you get there. What I’'m concerned about is seeing the number of tax delinquent properties
decrease and meaning the percentage of tax delinquent property decrease. We all know that
because of how long and how many delinquent properties we have in Wyandotte County that
your department removes five but may potentially have caused three additional ones to come on.
What I care about is that our department figures out how to stay ahead of that game and the
overall percentage of delinquent property tax, delinquent property decreases every year until
were finally winning that game. It’s up to staff to bring to us what the community standard is. I
would look at, Johnson County seems to be a pretty nice county. They seem to have a lot of
things and they seem to also have a variety of neighborhoods where all income levels can live. 1
would look at what their property tax delinquency percentage is. I would bet ours is a lot higher
and I would begin by striving maybe setting that as a goal. If that’s 2% of all properties in
Johnson County are tax delinquent and if ours is, what did you say it was? Chairman
McKiernan said we have about 7% uncollected on an annual basis. 1 would base just on
analysis in my district I would guess that’s it’s pretty good, pretty high. Don’t know.
Commissioner Murguia said I don’t know how you’re getting 7%, but I would guess it’s more
like 15%, but what do I know. I would like to know the percentage of delinquent properties in
Wyandotte County and have a goal that we set to get us there and every year we monitor that.

This year maybe it’s 15%, next year it’s 14%, the next year it’s 13%, the next year it’s 12%. It’s
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real clean. It’s real easy. It’s very transparent for the public. People need to understand to get
their snow shoveled, to get their toilet to flush, to get the sewer draining, to get your road
repaired, it cost money. How we get that money is through property taxes. We can’t do those
things if we don’t collect them. Ms. Mundt said just to clarify what you’re looking at is for us
bring back, when we bring a final document on this to you, some comparable metrics as part of
the goal statement. Staff’s not going to want to tell you what percentage it should be. We can
provide you the information on where we’re at. Do you want us to come up with the number? I
don’t how you’d feel about that. Commissioner Murguia said I think you need to look at what
the nation views as a healthy community. Are they economically stable, what makes them a
healthy community, are they able to keep their roads paved, are they able to keep they’re sewer
systems up-to-date, are they meeting their EPA mandate. All those things that make a
community healthy. Then you need to look at their property tax delinquency rate. It could be
anywhere. It doesn’t have to be one place. I just made up an example. If it’s at 15%, you as
staff, based on your capacity need to be able to tell us, hey, in five years we can get that to 10%,
in five years we can get that to 12%. I don’t know what you’re capable of because if Jim and I,
Brian and Gayle expect you to be at 10% and you’re at 15% and we expect that next year, you’re
going to tell me I can’t get there. You have to make a recommendation to us to say yes or no,
whether you can do that. Yes, I do want you to tell me, at least me, whether they agree, fellow
commissioners or not, is up to them, but based on your current capacity I think you need to tell
us what you’re capable of doing. We clearly, for the commissioners that haven’t seen it, if you
haven’t seen the map that I carried around for a long time, I just don’t seem to have it tonight;
with all the red dots on it in Wyandotte County we are saturated with delinquent property all
over Wyandotte County, saturated. We’ve got to turn that around. We can’t expect a few to pay

the bills for many.

Chairman McKiernan said, Commissioner, what you’re suggesting is a compliment to mine.
You’re saying let’s go back and clean up all that has been delinquent all these years and I'm
suggesting we could set another goal that we will decrease the percent uncollected on an annual
basis. We could set, we could also set numerical, achievable, measurable goals relative to tax
delinquent properties that would be creating blight in neighborhoods and we could do all sorts of
things. I totally agree with you that that’s where we should go. We’ve got a bunch of great
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strategies to get us there, but we want to decrease the total burden, the back pressure, of all those
unpaid taxes. We want to decrease on an annual basis the back pressure and the burden of taxes
that we bill but don’t collect because they all impact our ability—Commissioner Murguia said [
will just add you need to tell us what we can’t do. If you’ve evaluated as the department head
that if we’re saying you need to be to 10% from 15% in a year and you know, already know
because that’s what you do for a living, hey there’s no way we can get there unless we hire
additional staff or we outsource our contract labor. You have to tell us that. Then, I believe, that
burden falls on us and I’ll be the first to defend your professional recommendation. You need to

set what we can do under our current capacity so we know where the benchmark starts.

Commissioner Murguia asked is that helpful. Ms. Mundt said very helpful. I felt like these
were not, at least as far as part of the objective, probably not what you were looking for, but I
was hoping that on the strategic goal—that was why I was kind of saying is the strategy what

we’re looking for.

Chairman McKiernan said well I think, again, as I said earlier I think what’s listed as objective
or strategies and we can insert some measurable objectives related to total uncollected, annual
billed, not collected, whatever it might be. These are excellent strategies to get us to that end.
These are things we can do which will get us there. Ms. Mundt said it’s probably just more of a
word on how you classify versus how I classify it. Ideally is goal number one are we wanting to
take that down to what Commissioner Murguia suggested of reducing countywide delinquency
ratio or do we want to leave it at something else such as collecting fiscal resources to provide
services at a certain level. Commissioner McKiernan said we could have hers or we could
have any number of others actually. I'm fine with that. We could have any number of them.

Ms. Mundt said that’s what we’re trying to help you guys right.

Commissioner Murguia said I think giving people too many options might belabor the
conversation. [ think we just want to see the number of tax delinquent properties go down in
Wyandotte County period. That’s it. It’s pretty easy the percentage of tax delinquent, not
necessarily the number. Ms. Mundt said the parcel, the percentage, the value ratio.

Commissioner Murguia said right. The overall percentage of the county continue to go down
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period. I don’t really have any idea what goal number two is really trying to do. I don’t
understand it. Ms. Mundt said it’s really out getting out bullet number two, under the objectives
which is to basically work toward the better alignment between the Landbank, NRC, and our
Delinquent Tax Division to attack it all to bring value up overtime. Commissioner Murguia
said I’ll just echo what Commissioner McKiernan said. That seems like a clear strategy to me
for what 1 know about delinquent taxes, that’s a good strategy. In my opinion your whole
department could have one goal and it would be to reduce the percentage of tax delinquent
properties in Wyandotte County. You wouldn’t even need another one in my opinion, but I only
speak for myself. Ms. Mundt said that’s great I’d just like if the other commissioners could
chime in on that as well because we will be bringing back revisions. Chairman McKiernan
said I would say two other things. Not just the percentage of parcels but also the percentage of
the total value of currently unpaid. It’s not just the percent of parcels, it’s the percent of dollars
as well I want to see. We have back pressure of dollars and this goes back to what
Commissioner Walters said earlier. A parcel’s not a parcel, there’s one parcel that has $1,000 of
back taxes and there’s one that has $100,000 of back taxes. It counts as a parcel in that ratio. I’d
like to see the percent or whatever it be of uncollected dollars also go down. Commissioner
Murguia said I don’t understand that. Can you elaborate on that a little better? Mr. Deichler
asked do you want me to clarify that one a little better. Chairman McKiernan said absolutely.
Mr. Deichler said there’s three things to consider. You’ve got value, you’ve got the finance side
which is actual money in, and then you’ve got a parcel of property. Commissioner, you’'re
saying you want properties and parcels to go down, that’s fine, but there’s different types of
parcels as well. You’ve got commercial, residential, you’ve got improvements, vacant, there’s a
lot of red dots out there that are vacant and they’re tougher to sell, but that doesn’t mean that we
can’t reduce those as well but you have to take and look at all three of those and how do they
impact the whole plan. Meaning that if you just reduced properties and county parcels but
you’re not getting the bigger ones out, you’re just staying on the bottom end that’s fine, but
you’re not going to see a big growth ratio in improved dollars coming in for those. You’re not
going to see an improvement in valuation go up on the valuation side of what’s actually on the
tax roll versus what’s delinquent. I think that’s where this act comes back in, you have to go
back and say how does that feel across the board. If we can take in 500 parcels for tax sale, what

is that going to do as far as income so the Unified Government can take and provide the service
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because we’re paying that. What is that going to do as far as overall reduction of it on a property
or parcel basis and what is that going to do to the valuation model both as a whole for the
Unified Government and the community as a whole and that area, the particular model for that
neighborhood or for that jurisdiction. I think we need to probably get down to that level to be
able to objectify the impacts on what we’re trying to do because you can get real spotty in some
of this stuff and if you’re not in the right areas or doing it eliptically then you’re going to see a
change in some of that. Commissioner Murguia said are the two of you saying in sort of a
nutshell you want us to also focus on those parcels that would give us the greatest return on our
investment. Chairman McKiernan said just the total dollar value. Some specified reduction in

the total dollar value of delinquency.

Commissioner Walters said I think that’s kind of where we started this conversation which was
this ratio which really sort of leads us to go after the bigger more expensive parcels and not
spend a lot of time on the low end parcels, but what that’s done is it gets us to a point since we
can’t sell all the tax sale eligible parcels at one time, we always have a back log, there are parcels
that just fall through the cracks forever which is not a good thing. As Brett said it has a negative
influence on our neighborhoods and it might not be worth our while compared to some more
expensive properties to spend a lot of time on, but it has some social implications that are equally
as important so there’s a lot of metrics floating around. One is number of tax sale eligible
parcels in our county, one is just tax delinquent parcels, one is just the sheer number of parcels,
one is the value of those parcels, but it does seem in our overall strategy somewhere we’ve got to
tackle the number of parcels that are multi-year in arrears. It might be good to have a goal with

no parcel is never more than five years in arrears.

Chairman McKiernan said my average is eight in my district. My longest is 56. Ms. Mundt
asked do you want us to give a definitive number on one that we can put down. Do you want
under five. It would get in our goals. It doesn’t mean we’re going to hit them but we’re going to
be able to track for you where we’re at and if we’re making progress. Chairman McKiernan
said I don’t want to set those numbers here tonight because we don’t have all the data. I have the

data for my district and it’s right here.
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Commissioner Murguia said I get what you both are saying, I get it and it’s not that I don’t
agree, I’m just not nearly as hopeful, let me just be upfront. I think that’s very thoughtful and
it’s good goals, it’s good solid detail goals but I think given the staff and the capacity that we
have here at the Unified Government and just what I’ve seen historically over the last eight years
as a commissioner, if we can just get that department to focus on one laser focus and on reducing
the percentage of delinquent property across the board, and maybe it’s better like this because
like you said, Commissioner Walters, I don’t know that this is what’s happening but maybe
higher end properties are getting more attention than lower end or whatever. So maybe if you
want to drill down to that level to make sure that it’s even across the county maybe we look at
the percentage of delinquent properties by district, by commission district, and they have to
reduce that by a percentage every so often by district. That way you’re ensuring that the
economics of my district is very different then the economics of your district. Then you’re
ensuring that that is being evenly distributed throughout the county and not just being focused in

one particular area.

Chairman McKiernan said I see this second strategic goal here as roughly getting at what
Commissioner Walters said a moment ago, that the ratio model leads us toward the most
expensive or the biggest tax bill and it doesn’t lead us to, and again I’ll give you an example, Mr.
Deichler knows this example all too well because we’ve talked quite a bit about this. It’s that
property that is creating blight by virtue of both its abandonment and its tax delinquency. Here’s
a property that’s 10 years tax delinquent, 10 years not occupied, currently valued at $36,000 with
a $12,000 back tax bill. Now that back tax bill of $12,000 isn’t a lot when you look at some of
the bills that are out there in terms of being unpaid, but in terms of the blight that that abandoned
house creates in that neighborhood it’s almost immeasurable. I think Mr. Deichler’s department
is a critical player as he says here in this goal number two, along with Land Bank, along with
Economic Development in addressing not just the dollar value but in addressing the blight that’s

being caused by some of these abandoned and tax delinquent properties.
Commissioner Murguia said I’m sorry, | may have misspoken. I’m not talking about the dollar

value. Frankly, let me just be selfish and talk about my district, just my 3™ District. I don’t care

personally if it’s got $100,000 in back taxes or $10,000 in back taxes. I just want him to
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consistently work at getting rid of back taxes and getting away of property taxes across the
board. I get what you’re saying. The number of parcels, the percentage of tax delinquent parcels
in my district is what I want—Chairman McKiernan said that doesn’t work with the ratio
though. Commissioner Murguia said I guess I misinterpreted what the ratio was. If my district
was all of the whole county I would just tell you I don’t care where you start. I just want you to
look at all of those red dots on my map that are tax delinquent and at this point, Brian, because
we’re both urban commissioners a lot of our properties are 10 and 12 and 15 years tax delinquent
because we’re the older part of the city. As long as he addresses reducing that percentage of
delinquent parcels in our districts by percentage across the board he will be addressing those
ones that are 10, he won’t have a choice because that’s all that’s available. Chairman
McKiernan said that’s all [ have. Commissioner Murguia said yes, exactly and that’s what I
have. So if that’s helpful I think this running, just getting this going, do you see what I’ m

saying now. That’s all I care about.

Commissioner Townsend said I have just a couple of questions. It sounds like we need a
couple of the goals to address what I guess is the countywide delinquency ratio which may be
tied to what I think what Commissioner Walters was making me understand is the dollar value.
The more that we can address those delinquencies with the higher valued properties that’s going
to bring that ratio down, but also as Commissioner Murguia was saying the number of maybe
lower valued property that have been unaddressed or delinquent for x number of years, that’s
just goal number two or whatever it is so that we’re having as a goal both of these two things.
How one is going to, I don’t know if it‘s going to become a matter of how many people, the
resources Mr. Deichler will have available to him that one takes precedence over another, but I

don’t think it would be out of line to have both.

Ms. Mundt said it’s interesting that you mention that Commissioner Townsend because if a
property is indeed vacant and has been vacant for a certain amount of time we have different
rights under state law with delinquency than we do if it’s occupied. It does play to a strategy for
looking at that and then it’s how much can we work with our other departments that are listed

here to be able to move those in a different way.
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Commissioner Murguia said that’s why and it seems like we get caught up in the menewsha a
lot of times in the end, I’'m going to agree for this; I don’t know why; it doesn’t matter, just
decrease the number of parcels that are tax delinquent period. I can think of a million strategies
to generate more revenue and be strategic about it but that’s your department to run, that’s not
ours, that’s for you to figure out. What I care about is a very simple, clean, streamline goal that
says decrease the number of tax delinquent parcels in Wyandotte County now. If you want to go
a little further, I think we can go by district because what Commissioner Townsend and everyone
has said tonight the fear is that if we focus just on those high valued tax delinquent properties
that’s property not going to hit Commissioner Townsend, Commissioner McKiernan and my
district because our evaluations aren’t as high. Our delinquency dollar amount isn’t as high yet

they have a great impact on the neighborhood.

Commissioner Townsend said if were looking at getting more revenue in then we have to look
at how we can get more bang for the buck. If you’re going after the higher valued properties, I
think you’re going to see that more quickly, that impact. If we’re sitting her talking about taxes
and getting revenue but I agree I think it just has to be a two prong, that’s what I would like to
see a two prong attack. Ms. Mundt said I think that’s what I’'m hearing from the other
commissioners and so we will propose some strategies to go under these that are two prong
approach, provide some measurable information for you guys to look at on the fairly regular
basis as we come back, that way you know if we’re making progress and it’s not as hard to figure
that out. Commissioner Townsend said one other thing, I would like to know when we come
back what our starting point is. What is the ratio currently so we can see where we want to go or
what might be reasonable otherwise we’re kind of doing that in the blind. Commissioner
Murguia said not just the ratio, but I want the percentage. 1 want the percentage of tax
delinquent parcels in Wyandotte County and if it’s not a lot of work and doesn’t cause a lot of
stress, | would like it by district. Mr. Deichler said oh no, it’s not tough. Commissioner

Murguia said I figured you would probably have it so that would be a great, great staring point.

Action: For information only.
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Committee Agenda:

Item No. 1 — 15268...UPDATE: UG SMALL BUSINESS INCENTIVE PILOT PROGRAM
Synopsis: Update on the Unified Government Small Business Incentive Pilot Program, presented
by Charles Brockman, Economic Development. The ED&F Standing Committee required that

staff return at the end of 2015 to report on the progress of the program. For information only.

UG Small Business Incentive
Pilot Program Activity

ECONOMICDEVELOPMENT & FINANCE
STANDING COMMITTEE

DECEMEBER 7, 2015

PRESENTEDEBY
ECONOMICDEVELOPMENT

¥

George Brajkovic, Director of Economic Development, said Charles Brockman on our staff
has been really the point person for this program. I know Marlon Goff from our staff’s here.
He’s also been involved. I think Greg Kindle is here with WYDEC who has been really our

biggest marketing partner to date with this program.
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» Provide an update to ED&F Standing Committee

» Proposed modifications

Just real quickly, again, we were here in October. Everybody seemed to be in agreement that
this was a great idea and we said let’s go launch and see what happens. We knew we had pretty
limited funds. We had $25,000 allocated for this year and so the goal was to come back at the
end of the year and give you kind of an activity report. Imbedded in that and after listening to
Charles with some of the reactions to the volume of applications we’re getting and kind of the
reach back we have to do in terms of hey, we need a little bit more information; we’ve imbedded
a few staff recommendations of how we think maybe moving forward with this program would
be beneficial especially next year we’re anticipated to take the funding from $25,000 to $50,000.
Really the format of the presentation tonight kind of follows a little bit of activity rapport, what’s
going on, what have we seen and flows into staff recommendations. With that let me turn it over

to Charles for the bulk of this.
Charles Brockman, Economic Development, said we’ve been pretty busy in Economic

Development with this which is really a good thing. A lot of need. I’m just going to do a little
history real quick.
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Pilot Program Funding Source

The program is established as a revolving grant fund
and subsidized annually by a portion of the issuance
fees collected for industrial revenue bond projects
(IRB)

The program itself was established by a revolving loan grant fund that uses a pro-rata share of
the IRB issuance fees. Chairman McKiernan asked it’s a grant not a loan, correct. Mr.
Brajkovic said right. Mr. Brockman a pro-rata share of the IRB issuance fees that set over to

another fund so through the larger projects we can fund the smaller projects and give grants out.
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Pilot Program Goals

O

Our program goals that we established with EDF committee here and through the department
staff that’s what this is representing what we wanted to accomplish through economic gardening,
neighborhood vitality, try to really coordinate with other public and private groups in the area as

we launch and help a new business or an existing business go to the next step in the road.
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Pilot Program Activity - $125K Requested

O

Since October 1, 2015 the program activity is we had 26 phone inquiries or emails and then 17
applications submitted. Out of those 17 applications there’s $125,000 requested for grants. We
only had the $25,000 for this year. There’s a big need out there for this program.
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» Landworks Studio, a landscape architect company
719 Minnesota Avenue l drl d WDF ks

» KC Cupcake Company, a cupcake bakery and café
719 . 6th Street o-*er
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»
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» Bennett Tool and Die, a metal fabrication company

3150 Chrysler Road Bennett

Out of that we funded two and one is up on the County Administrator’s desk for approval. This
is Landworks Studio. They come from Olathe. They are a landscape architect company and
they’re going in a new building, they are buying at 719 Minnesota. This is a $350,000
investment in acquisition and renovation. They requested a $10,000 grant for fagade repair help.
The county administration approved that grant. With that they are bringing five with them and
within two years up to three new job growth.

KC Cupcake Company you may have been seeing the repairs east of City Hall here. It’s
a cupcake bakery and café. This is their second business. The other one is on 5013 Lamar and
they’re opening this up at 719 N. 6™ St. There is a $76,000 investment in acquisition and
renovation and they are bringing two new jobs. Once they open, they’re shooting for the end of
February. They will have their employees hired and trained. That grant actually they applied
for $10,000 and it was approved for $5,000 on that grant.

Then we have Bennett Tool and Die, a metal fabrication company at 3150 Chrysler Road.
There was $110,000 expansion project going on there. They had bought some new innovative
equipment that took old equipment out, made room, and hired up to three people doing this and
we helped be part of the purchase of equipment. That grant they asked for $10,000, but we gave
$2,500.
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Internal Review Criteria

O

When we do this internal review of the applications we want to make sure that it meets all of the
UG goals that we set before you and everybody’s agreed upon. The intent of the program which
is a one-time grant for a small business that is getting ready to expand. Existing businesses or a
start-up business we want to make sure that’s set. We want to make sure there’s job creation and

business growth in the expansion.
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» Home-based businesses- Existing

» Venturecapital

» New start-ups with lessthan one (1) year of continuous operations
» Existingbusinesses locking for funding

» Anybusiness thatsells or serves any al cohol beverage asit’s primary
businessfunchion

+ Grants aretheprimarysource of finandng (cannot subsidize this grantfor
alineitem)

» Emergency assistance toprevent a businessfrom dosing

= Dther

Some of this slide here represents what Mr. Brajkovic was speaking about earlier about some
modifications. Right now we only have one set existing and that’s home-based businesses are
not allowed to apply for a grant. Staff has worked this and we were looking at some of the other
things that have came up that I’ve looked through and we need input back from Commission
here tonight as we feel that some of the prohibited uses should be venture capital, Capital. Small
businesses should already be established and then moving to the next step so we wouldn’t fund
an idea.

New start-ups with less than one-year continuous operation. If a new business is leaving
the home business and moving into a storefront or something that’s one thing. If we give them a
$5,000 grant, we want to make sure their proof of concept is working. One of our suggestions is
a one-year continuous operation.

Businesses looking for funding. I get calls, hey, I need tools, I need some chairs, I need
supplies. We don’t think that that is viable. That’s not the intent of the program.

Any business that sells or serves alcohol beverage as its primary business function right
off the bat no bars, no clubs, things like that sells any alcohol beverages as primary.

Grants for the primary source cannot be subsidized. This is basically talking about I have

reviewed grants that have came in and most of their income is from other grants that aren’t really
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approved yet. It’s going to be hard to give a grant for and this is just our thoughts and we would
like some feedback on it. If it’s a primary source it would be hard to fund, in my opinion, that
program, that business.

Emergency assistance is to prevent a business from folding. If somebody calls me and
says hey, without this loan I can’t move forward. That’s a red flag right there. I would not
consider or recommend sending that out.

Anything other you may want to add to.

Mr. Brajkovic said just to add one thought on the grant. Businesses with grants. One of the
fears we had is if we get an application that has a business that has multiple grants funding it,
how do we guarantee that our grant isn’t subsidizing that those other grant dollars should have
already paid for. That’s just not part of our review process now. It seemed unreasonable on our
part if we were asking if someone had made an application for a nominal amount of $2,500 or
$5,000 okay, but now submit all of your other documentation for grant funding so we can sift
through that to ensure that you’re not subsidizing. What we try to do with all of these is not
throw up any really general statements although I think we’ve got a typo on existing businesses
looking for funding since that what this program really is. Talk a little bit more about some of
the specific issues that we are seeing with the applications that were received and since we had it

so open ended it could present an opportunity to maybe shore up the policy a little bit.
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» Along with a Business Summary a Business Plan
must be submitted

» First come / First served is for review only

» A 30 day evaluation

Mr. Brockman said so we have additional program recommendations too with this. We know
it’s a $5,000, $10,000 grant which is substantial in some cases. That along with the business
summary that we’ve asked them to submit, as George said, we’re needing to get more
information so we’re requesting a business plan to be submitted. It doesn’t have to be an
outrageous one, just something that shows some projections, hiring, you know things like that
that we can review. Because what this program is it has to have a gap in order to fund it. It has
to show that there is a strategic plan and they’re leveraging our grant with their strategic plan to
get into the next phase.

The other thing is a first come, first serve. We wanted to make clear that is for the review
process only. It’s not first come, first serve for grants. Currently, we have a two-week

evaluation period. We would like to extend that to a 30-day evaluation.

Commissioner Townsend asked would you please go back to the prohibitied uses. You
mentioned a typo, exisitng businesses looking for funding. I thought that’s what this was so that
should not be there right. Mr. Brockman said correct. As I explained it’s more like their
calling in for funding because I need some supplies or—it’s the way I did it. I applogize. It was

a typo. It is bascially I have calls from businesses that just want $2,500 because they need to fill
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up their supply cabinet basically. Mr. Brajkovic said I think what we were looking to do was
probably make a distinction between equipment purchases for a business and then things that
could be classified as office supplies or kind of day-to-day supplies that could be part of any
normal business function. Commissioner Townsend said my thought is whatever they need
though I thought was what this program was supposed to be about. In the three that were
awarded these grants, did I hear you say that they got tools. Tell me again the distinction of
those three that got grants from things not on this list or on this list. Mr. Brockman said
Landworks Studio was facade repair, window repair. KC Cupcake Company was kitchen
equipment. The bakery, a coffee machine, tables, things like that for the bakery. Bennett Tool
and Die was an innovative piece of equipment that cost, well the renovation was an expansion
was $110,000. We put $2,500 in as a partner with them because they met the goals and the

intent of the program.

Commissioner Townsend said I guess I’'m still having some concern. It sounds like, well in
each case you have a business and they’re going to have different requirements or need space on
what they do. The request of the cupcake company that seemed reasonable for what they do. [
could see that maybe there is someone who has a different type of office business or maybe they
are a temporary agency and maybe they would need office supplies. That’s why I’m still a bit
hesitant about this one of the prohibitive uses that we talked about before. I mean it just depends
on what your tools are of the trade. If the overall goal is to help businesses, then I guess I'm still
not—I’m uncomfortable with that. Mr. Brajkovic said if I might just add one other comment
then. As we reviewed this with the County Administrator’s Office, you know staff, we all we’re
kind of reminded it should be kind of this gap financing component to it. As we kind of dove
into some of the details of these applications it just seems like Purchasing, and I know you were
talking about a very specific kind of business, but some of the requests we were seeing is basic
office supplies. We weren’t sure how to really make any correlation between why is there a gap
in financing your business if you need to buy paper, or pens, or a desk, or chair, something of
that nature; and really how does it relate back again to these overall goals in terms of job creation
and expansion or growth of a business. If it’s an item that you guys want to keep and
consideration we’re all ears and ready to listen for that kind of direction. It just seemed in this

early stage and really with the emphasis to come back before you because we didn’t want to feel
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at a staff level we are making too many discretionary decisions without having some firm guides
in place both for us on the review process side, but I think it’s only fair to have a better guide
system as people make application because the last thing we want to do is offer any source of
false sense of hope that we’re going, we’ve got grant dollars available for whatever your need is,

if our intent isn’t really whatever your need is.

Commissioner Townsend said of the three businesses that received the funds, were they
startups or they have been in business. Can we go back to that other list again, the prohibitive
uses, new startups with less than one-year continuous operation. We’re saying we would not or
is it your proposal that we would not fund entities like that? Mr. Brockman said with showing a
continuous operation because a lot of times like, as I'm looking at these applications, they are
coming from a home-based business. One, we don’t allow home-based business but they want to
like lease a place and that’s great and that’s the next phase, next step in their growth, but to give
them a $5,000 loan and their business may or may not work, I don’t know. Commissioner
Townsend said is it that they’re in the home-based or that they’ve been in the home. Maybe
they have been in the home and have been successful for two years so are we saying they
wouldn’t qualify? Mr. Brajkovic said I think that’s kind of the gray area we’re in. We’re open
to any interpretation you want to give us. If we’re looking at some risk mitigation factors for
these grant dollars, it was easy to let’s say disqualify a business that didn’t have a proven track
record of any kind. I think if I’'m hearing where you’re coming from is well, if they were a home
based business, that they have a proven track record, should they be considered? I would argue
yes, they probably should. I think what Charles was looking for in terms, again, a guide in
analyzing the submittal, do we want to see some performance history or is that a weighted factor
we could consider. Commissioner Townsend said so what I’m getting at then is or what I’'m
hearing you saying is if it’s a startup with less than a year of continuous operation, the criteria of
where they were home-based or storefront shouldn’t make any difference if you’re looking for
history, right? There’s something about that existing businesses looking for funding though,
that still troubles me because all of these are going to be existing businesses looking for funding.

Mr. Brockman said that was a typo. I shouldn’t have typed that.

December 7, 2015



27

Commissioner Murguia asked is this the first year of this program? Mr. Brockman said first
two months. Commissioner Murguia said first two months and you’ve already funded those
three entities. Mr. Brockman said two and one is still up in the County Administrator’s Office.
Commissioner Murguia asked are you telling me that our County Administrator gets to decide
how this grant money is distributed all by himself. Mr. Brockman said he signs off for the
approval of the grant. Commissioner Murguia said we decide internally here, Community
Development decides how we’re going to distribute grant money and our Administrator signs off
on that? When he signs off on that does it come to this full commission for final approval or
does he just sign off on it and the grant money is gone. Mr. Brockman said he signs off on it
and that allows the CFO to allow us to drawdown the funding. Commissioner Murguia said
the CFO. Mr. Brockman said Chief Financial Officer, Lew Levin. Commissioner Murguia
said okay. How do you advertise for this grant money? Mr. Brockman said right now we have
the website up under small business, under departments, Economic Development. We have Greg
Kindle out there, Jay Matlock talking about it to businesses as well. We’ve had two referrals
from them on this. I get calls all the time on it. Mr. Brajkovic said we also did a couple of
ENews blasts when we launched it. We also work with Downtown Shareholders. They’re
actually a funding partner on KC Cupcake. Again, we’ve been at it for two months so we’re
open for suggestions. Commissioner Murguia asked how did this program get started. Was
this an idea that came from Community and Economic Development? Mr. Brockman said it

was the staff basically to view how we can create a new incentive.

Ms. Mundt said, Commissioner, this was part of the budget conversation this summer and
Commission authorized it. I'm not sure if it was separate action, but it was during that
conversation this summer that this was brought forward by Economic Development and Mr.
Bach to provide this kind of concept and I believe you were here a couple of months ago laying

out the start of it. That’s when it was discussed.

Mr. Brajkovic said I mean the premises we have these larger scale projects that use Industrial
Revenue Bonds and we have issuance fees that go with those bonds. Typically, those issuance
fees just flowed into the General Fund and so we wanted an opportunity to use some of these

larger projects that typically occur in other parts of our community to maybe help fund up a grant
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program to really help some of the small business activity that we were seeing in other parts of
the community. Originally, the early discussions kind of had maybe more defined corridors but
as we came back through this committee the intent of the committee seemed to be to offer as a

community-wide incentive.

Commissioner Murguia said this is truly not directed at the two of you. I think you do a great
job. I think you know that I think you do a great job in your department. I think you work very
hard for economic development and Wyandotte County, but candidly given our history and the
Commission, some of the commissioners concerns about transparency and optics on how giving
away grant money looks; I mean candidly this is $25,000 that our County Administrator has
carte blanche to just give away to whoever he thinks fit this sort of random broad criteria. It
doesn’t look good to me at all. Frankly, I think you’ve worked very hard on it. I think you’ve
done as you’ve been directed to try to do. I think it’s well intended but I can’t imagine any
business, the businesses will not be lined up outside your door for money that we only have
$25,000 to give away and at some point people are going to turn on one another over that money
and they are going to start saying why did Cupcake Company get money, free money from the
Unified Government and why didn’t Sally Sweets down the street not get money? 1 think this
looks not good at all and given the criticism that this Commission has taken and committee
members have taken over how grant money is distributed, I think if we’re going to distribute
grant money there needs to be a process in place and it needs to be very transparent and it needs
to be very fair with a very specific criteria. I think we may look at maybe turning this over to our
community committee. Then it truly would be representative of that if we’re going to be in the
business. Not that you’ve made bad picks and not that anything has been done wrong, but I think
we need to have a consistent and fair way in dealing with grant money and how we distribute it

in the community.

Commissioner Walters said thanks for being here tonight. I think it’s great that we’re having
this discussion. It seems like a lot of times we set up programs and then we go our merry way
and we never quite check back to see how their working out. I have some observations similar to
Commissioner Townsend. I kind of thought this was to help startups as much as anything. The

requirement that you have, an existing business surprised me. Are these like the landscape
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architect they’re setting up a second office, they’re in operation now and they’re moving here.
Mr. Brockman said they’re moving from Olathe to here. Commissioner Walters said from
Olathe to here. We gave them $300,000? Mr. Brockman said for a $350,000 investment for
acquisition and renovation, we gave them a $10,000. Commissioner Walters said and the
cupcake, they’re in existence somewhere else and they’re opening a second place? Mr.
Brockman said correct. Commissioner Walters said and the tool and die I understand they’re
buying some equipment. I guess the question I have is did we really make a difference in any of
these? Did our money really help them or make these things happen? I guess I’'m sort of
thinking that maybe these would’ve happened anyway and maybe we just sort of gave them a
little bit of a reward for coming here which may be fine, but I kind of thought we would be
taking more of a risk then we seem to be. This is your business, not mine, and evidently you
have plenty of applicants for very limited resources so we can be somewhat selective, but we do
want to take a risk also. I think we’re probably going to have some failures with this program
over time, but just my observation is if we’re just so cautious that we only fund projects that
probably would have happened anyway or have very great abilities to attract capital from other

places then maybe we’re missing an opportunity. That’s my observation.

Mr. Brajkovic said I think those are very fair comments and I share some of your sentiment
about startups and that is the risk. A startup is obviously not going to have a proven track record.
If the recommendation is to keep them in the mix and keep them under consideration, I think we
could definitely live with that. What you’re seeing is kind of a staff level reaction to the volume
of applications we got again for a smaller pool than what’s available on an annual basis and kind
of what’s happened in the last two months. Again, I guess we could apologize because this is
presented in a pretty raw fashion but it is what it is. I think it’s the most fair way to represent

what the activity has been in the last few months.

Chairman McKiernan said I think one of the things, a couple of things, that we’ve heard here is
that first of all you’re asking for some feedback on these criteria and some of these you’ve gotten
so far tonight, but if you could forward that to us then we could continue to provide feedback if it
strikes us with that in front of us rather than thinking back to this. I think we’ve heard some

concerns about criteria for selection and if we could be reminded again the framework that was
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set up at the beginning then we might able to react to that framework with additional suggestions
above and beyond this in terms of process and criteria because we’ve had some concerns about

both process and criteria. We might be able to provide additional guidance on that.

Commissioner Townsend said I’'m willing to say that I do appreciate the work that’s gone into
this and I do realize that we are at the very fledgling starting position for this so there’s going to
be some you know this is going to work, that’s not going to work. I guess my overall concern is
that we not be so restrictive at this point that we don’t make a difference in trying to get aid to
some businesses who were primarily when this started out going to be in distressed areas,
economically challenged areas. I appreciate that you showed the location of these properties so
it seems like the money is going to businesses in the older part of the city so that is something
definitely that I would continue to watch because that was one of the main targets and purposes
of the program.

With regard to the Administrator signing off, I’'m not uncomfortable with that, but my
question is does it come to him with a recommendation from your office. Mr. Brockman said

yes ma’am, it does.

Chairman McKiernan said any other discussion or comments or questions. If you would
forward those materials then we can continue to provide some follow-up and feedback for you.

Thank you very much for your presentation

Commissioner Murguia.said real quickly can you tell me again how many applicants did you

have? Mr. Brockman said 17 applications.

Chairman McKiernan said Mr. Alvey has joined us now. We must apologize to Mr. Alvey for
not correcting the misdirection. He faithfully followed the time as-printed on his agenda which
said we should have started it three minutes ago. We will do our best to try to make sure that we

accurately portray agenda times on the agenda.

Chairman McKiernan said as of yet, Mr. Alvey, we have not taken a vote so you are just in

time.
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Action: For information only.

Item No. 2 — 15271...RESOLUTION: SALE OF MUNICIPAL TEMPORARY NOTES
AND GENERAL OBLIGATION BONDS
Synopsis: Resolution authorizing the offering for sale of Municipal Temporary Notes and

General Obligation Bonds of the Unified Government of Wyandotte County/Kansas City,

Kansas.

Temporary Notes:

2016-1 (Tax-Exempt) $61,048,573.29
2016-11 (Taxable) $7,167,702.08

General Obligation Improvement Bonds:
2016-1 (Tax-Exempt) $28,076,930.89

Debbie Jonscher, Deputy Chief Finance Officer, said the resolution is for the offering for the
sale of Municipal Temporary Notes and General Obligation Bonds for the 2016 financing. I will
note that the sale resolution notes the amount of notes or bonds we are going to issue, not
necessarily what was authorized. You could have a project that was authorized for $10M and in
the first year we might only assume that we were going to spend $5M so the sale resolution
would indicated that $5M.

We have two series of temporary notes, one taxable and tax-exempt issue and one tax-
exempt General Obligation Bond Series. I thought maybe I would just note the difference
between the two issues. Usually temporary notes are issued for one-year and they are usually
used for ongoing projects to finance them during the design and construction period. Then
General Obligation Bonds are used once the project is completed and we go to permanent
financing so that’s the difference between the two issues. All of the projects that are included on
the sale resolutions are consistent with the CMIP and have been approved by the Commission
either in 2015 or in a prior year.

I will note there is one project on the sale resolution, it’s the Riverview Avenue Bridge

Project, that item is on the agenda later on but I did just want to note that project was originally
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approved in November for $7M. We are asking to issue $5M of that in this year. If there is any

change in the project authorization later in the agenda that does not affect the sale resolution.

Action: Commissioner Murguia made a notion, seconded by Commissioner Walters,
to approve. Roll call was taken and there were five “Ayes,” Alvey, Walters,

Murguia, Townsend, McKiernan.

Item No. 3 — 15273...AMENDMENT: WYANDOTTE PLAZA REDEVELOPMENT
AGREEMENT

Synopsis: Second amendment to the Wyandotte Plaza Redevelopment Agreement to allow for
the sale of the Wyandotte Plaza by the developer and removes the pledge of the original CID to
the lender, submitted by Lew Levin, Chief Financial Officer. This amendment pledges the
original CID to the initial bond refinancing, which will occur in February of 2016. Amendment

forthcoming.

Lew Levin, Chief Finance Officer, said Todd LaSalla, our counsel with Stinson is with me.
I’m going to give a little background on the project and then I’ll ask Todd to discuss specifically
the amendment.

In July 2012, the Unified Government financed $8.1M in initial financings to support
land acquisition for the Wyandotte Plaza project. The redevelopment project was a $28M
approximately project. Our goal or objective with that project was initially we provided our
annual appropriation backing to the debt but our thought was after we wanted to proceed with
refinancing of that debt after three years once the project was complete. The project’s been
completed. There may be an additional pad site that will have construction and there is some
final leasing of tenants but essentially the project is complete at this time. Therefore, we’re
ready to move forward with financing that’s strictly based on project revenues and the project
revenues include incremental sales tax revenues. We’ve established the project in a NRA area so
it’s eligible for property tax rebate associated with the NRA and there’s been an assessment of a
CID, a 1% CID. With those three revenue sources in place we’re able to move forward with the
refinancing, remove our annual appropriation backing and then the future financing which our

expectation is we’ll bring that back to you in January. We’ll proceed with backing strictly by
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project revenues. The first step to accomplish that is to change the current pledged CID
revenues. I’ll let Mr. LaSalla speak to that.

Todd LaSalla, Stinson, said the original development agreement as a 1% CID sales tax on it.
Those are increased taxes collected within the district. When the developer went to finance this
project we allowed the developer to pledge that 1% CID to it’s lender so the lender as a collateral
assignment, an interest in that 1% CID pledge right now today. However, when we go out for
this refinancing of the UG bonds the plan is that we really need that 1% back to pledge to the
refinancing. The interesting thing is that works for the developer because the developer is under
contract to sell most of this center and some of the blue sheet items that you’ll be considering
also this evening involve that sale. This agreement really contemplates that at the time this
property sells, most of this property sells to a developer, that lender will be taken out of the
equation and paid in full and at that point the 1% CID could be pledged to the bonds that we’ll
use to do the UG refinancing.

That’s really what’s contemplated in this fairly short and simple document. I should also
point out that there are a couple of different things that the developer asked for just today that do
not show up in the document in front of you. They are conditions that the developer is looking
for, but again they were requested today. One of the conditions is that they would really like this
refinancing to take place by a date certain and to happen quickly. We’re talking about maybe a
condition that all of this occurs on or before April 1, the refinancing occurs on or before April 1,
2016. That is also in the UG’s interest. We’d like to have it happen probably in February, but
we would perhaps agree to an outside date.

The second condition that they requested today that there’s not an agreement on yet, is
they are interested if there are excess revenues from the refinancing they would like access to a
portion of those access revenues. We haven’t really discussed that yet. We haven’t agreed to
that, but it is a condition that’s been requested. I think if this committee is willing to proceed
with this amendment, I think we’d like you to allow us to negotiate with the developer about the
conditions that they requested today and come to full commission with those conditions fully

vetted and agreed to with an amended document.

December 7, 2015



34

BPU Board Member Alvey asked what are the conditions on which they’re asking for access to
those excess revenues? Mr. LaSalla said closing. BPU Board Member Alvey said okay. Mr.
LaSalla said the bonds would be publicly sold all that money would be available at closing and
frankly the projections today, Lew can speak to, do contemplate there will be some excess

revenues available.

Mr. Levin said I might add the original development agreement—we we’re looking at funding
that total project costs, the public funding constituted approximately 50% of total funding. The
developer has the ability to capture, I believe the numbers slightly under $13M in total revenues
if that’s available. Today we have funded the developer $7M and they’re looking to capture
based on the refinancing up to that project cap. Our current projections with working our
underwriters on this issue is that the developer will be able to receive approximately $5M of that
remaining amount, but that was always contemplated since the inception of the development

agreement.

Commissioner Walker said so to clarify that for me, if it was contemplated why do they have to
ask for it now? Mr. Levin said they don’t have to—I think what they’re asking is that they’re
not only asking they’re saying it’s an absolute condition to remove that pledge and we’re saying
what we’re going to provide them what the underwriter is able to achieve and it appears it will be
that $5M number, but a month from now it may turn out to be $4.8M. What the developer
proposed today is they’ll pledge that 1% CID but they want some guarantee that they’re going to
get that $5M and I think we’re not quite in the position to say today with absolute certainty that

they’re going to be able to receive that $5M. Commissioner Walters said thank you.

Commissioner Murguia said so this is a lot stuff and we just got this, the blue sheet. Are all of
these attached to the same development agreement? Mr. Levin said yes. Commissioner
Murguia said all these things on the blue sheet. Mr. LaSalla said I don’t recall a blue sheet.
Commissioner Murguia said the transfer and sale of Wyandotte Plaza Retail Center. Mr.
LaSalle said yes, that one is. Commissioner Murguia said we can’t keep doing this. You’re
asking Commissioner’s that are part-time to review the intricate details of a development
agreement and then we just got this today. I have no idea what’s going on. I feel even, it’s just
irresponsible for me to even vote, but that’s how we’ve done business for years and it doesn’t

seem like it’s ever going to change no matter how much I complain about it. I mean I don’t even
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know why this has come in front of us. It seems like when you bring them to us the day of the
vote that you really just want us to do whatever staff says. I guess if Lew is okay with it and
Doug is okay with and George and those guys from Economic Development are okay with it, I
mean okay. I don’t know what else to say. I could dig into it and ask 100 questions but it’s a

quarter after seven and I really haven’t had any time to prepare. What do you want us to do?

Mr. LaSalla said I believe in the blue sheets there are two different assignment documents that
pertain to this development agreement. If you’d like I’d be happy to quickly give you an
overview about what those two things do. Commissioner Murguia said no, honestly no. I
mean don’t waste your time. Believe me I understand a development deal and truly the devil is
in the details of these deals and in order to really review them thoroughly and know what’s going
on you need to really pay attention to the details. You don’t have enough time and I don’t have
enough time to go over it. My complaint is more with process. Was there a reason it was blue
sheeted through so quickly? Mr. Levin said we’ve been working with the developer probably
for I want to say six months on this on getting the assignment of this CID and there were other
options that were being considered and probably I’'m thinking it was about two weeks ago we
finally got agreement from both our team and the development team how we were going to move
forward with the financing and then Mr. LaSalla, once we had reached that then he was able to
draft this second amendment. I think the developer has a strong interest in moving forward with
the sale of the property prior to year-end. Commissioner, you’re correct, we’re bringing forth
each action to you with limited time to review. What I might suggest is maybe a motion where
you move it forward to the meeting on the 17", You’ll have another at least ten days to further
review in more detail. These items do not need to be on the Consent Agenda and you can ask for
another staff presentation on these items and you have the ability to fully vent and review the
documents as well as the other commissioners at prior to and have that discussion at the meeting

on the 17,

Commissioner Murguia said [ don’t like blue sheets on development agreements. I’ll just say
this. There’s been a big issue about transparency and things like that with our government.
Todd, I know you, I trust you, I think you’re a quality developer and you’ve done good work. I
trust Lew Levin. I think he’s done a good job. Apparently, the problem though is with the

bigger political body who has concerns about those relationships and them not being very public
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or open in public. I don’t know how we’re doing anything differently by just nodding our heads
and voting when big development agreements like that are put through. Really at the end of the
day what it requires is us to trust the people doing the proposing. My frustration is more with
our internal operations and the way we vote on things then with your presentation. If we’re
going to level the playing field and it’s going to be open and transparent across the board with
this government, then we need to get this to us before the day of the vote. There’s no way just
for public record that we could know what this development agreement is about and the day it
was given to us. Nothing personal, thank you both, you do a great job but I want the public to

know I couldn’t have reviewed these blue sheets.

Commissioner Townsend said I just have one questions I need to ask. It goes back to both of
these the comments that we have, the UG has committed to back $9.5M of the bonds. How does
that, how does this amendment—I know that we are selling or that there is a sale of these entities
because we’ve talked about that several months ago. How does that sell relate to our obligation?
That’s just a simple question that I have about it. Mr. LaSalla said the sell, particularly the
Phillips Edison sell, which is really the purchase of all of the inline space and is covered by one
of these two blue sheeted items, it really separates the financing portion of the project versus the
ownership and the operation of the center. In this document, a five or six page document,
Phillips Edison, the buyer of most of the inline space of the center, they are going to take on all
of the development agreement obligations about owning the center, operating the center,
maintaining it, insuring it, so forth; but the financing commitments, the bonds, the repayment of
money that’s been advanced and the financial deal that Lew spoke to, that’s going to remain with
Legacy. It does not transfer to the new buyer, the financing piece remains with the current
developer. Commissioner Townsend said what does that have to do with the $9.5M that the
UG is backing? Anything or nothing? Mr. LaSalla said the UG portion that’s been backed
would be refinanced by this bond sale that Lew is talking about and the UG backing will go

away in the spring so that’s a good thing. Mr. Levin said that’s correct.

Chairman McKiernan said it seems that original Item 3 and new Items 4 and 5 are all related to
the same original development agreement. Modifying first a portion of it and then—break it
down for us. Summarize for us and tell me as an employee and as a consultant is there economic

or financial danger to us in doing this? What is our risk in proceeding along this pathway? Mr.
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Levin said I think our objective is as I tried when I started my comments was to really remove
ourselves from our annual appropriation backing on this stat. That was our intention all along
and we finally are at—the projects been successful. We’re at a positon that we can move
forward with the refinancing that’s backed strictly by project revenues. So really our risk is if we
don’t proceed, we’re responsible for that debt. We do not have access to the CID revenues and
we’ll have to back the project by other revenue sources other than the incremental property tax
and sales tax revenues. Really, that’s our risk is our inability to move forward with the
financing. Now, when the Commission approved the first amendment to the development
agreement there were terms that allowed us to have another special assessment. We could have
an add on CID as well as the special assessment upon the property. We retain that ability to
really minimize our future risk, but the developers position was their preference was not to have
those add on assessments but to pledge that original CID revenue stream back to the government.
Chairman McKiernan said these three taken together remove our annual appropriation
obligation as a backstop to the bonds that have been issued, correct? Mr. LaSalla said number
three does. Chairman McKiernan said so number three removes our annual appropriation and
instead directs the CID revenue there which then absolves us of that responsibility. Mr. LaSalla

said correct. Chairman McKiernan said okay, give me something that simple for four and five.

Mr. LaSalla said four and five are about you being in contract with new parties for portions of
the center. All of the inline space there would be a new buyer named Phillip Edison who is a big
grocery store, shopping center owner, they have about 270 centers in the country and have a lot
of money. You would substitute them in for Legacy. It’s a new buyer. It’s a new developer
entity that you would have a relationship by virtue of that document. Chairman McKiernan
asked what danger to us exists in changing from the old to the new contracted agency company?
Mr. LaSalla said well, in theory, if the new buyer was not—if the new developer was not as
good as the one you had—it’s a new party, it’s the devil you don’t know. They are a publicly
held company. There’s a lot of information available about their experience with shopping
centers just like this and their net worth which is substantial. Chairman McKiernan said let’s
flip it over, give me that compelling reason why I should say heck yes. Mr. LaSalla said in
addition to their 270 centers just like this that they own, let me read to you from something that’s
on their website that’s publicly available. The company portfolio at year-end, this is half of the
company, one of the two funds, consists of 138 properties totaling 14.7M sq. ft. of space within
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27 states of the United States and represent an aggregate purchase price of $2.1B. In their
portfolio they are about 95% leased. All of those are factors that tell you this is a very big, very

well operated company that you’ve got that’s coming in to buy this part of the center.

Chairman McKiernan said when we do blue sheet stuff like this I think what would be really
great is if we could, if we want to go quickly on it, try to get as much clarity as we can. Some
sort of a presentation where we boil down and get those points that Mr. LaSalla just articulated,
get those up here, even email those out to us, even if it’s immediately prior to the meeting so we
have some documentation to refer to that helps to clarify and crystalize what it is we’re being

asked to do I think would be great.

BPU Board Member Alvey asked I guess I just want to clarify. What I understand is the
original agreement, the original objective in the agreement was the Unified Government would
back bonds in order to allow this development to go forward to redevelop Wyandotte Plaza and
that part of the agreement allowed the developer to come back and claim any excess revenues at
this point. So we would simply be living up to our side of the agreement to try and move this
project forward. We are now at the point where we can refinance these, back the UG out of it,
and really not put ourselves at risk. Mr. LaSalla said that’s correct. I think that if you refinance

these bonds the UG has less risk than it had before.

Commissioner Townsend said the only other comment I wanted to make goes back to
discussion we had when this came up, the sale of it. If there’s no financial risk to us and we
improve that aspect of it, that’s one thing. I guess the issue maybe for future that we’d like to see
aside from the new buyer coming in, is there any way that we could get information about what
their properties look like because that was really part of the concern expressed a couple of
months ago when we had somebody new. We know RED Legacy, so why are we turning these
properties over to people that may not be as well known in this community. That’s the other part
of this that in the future would be good to have some information about. Mr. LaSalla said that’s
a really good point. On this one, the Phillips Edison piece of this, the inline space in particular,
I’'m going to get George the website for this company. It’s a really good website. You will be
able to go through and click and see all of their holdings, really nationwide. You can even do it
state by state and find that there are three properties in the state of Kansas and you can see what

they are and what those centers look like. On the Phillips Edison piece that’s easy to do.
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The other blue sheet item that you have is the sale of the Krispy Kreme pad site, that’s a
different buy, kind of a smaller family investor type buyer. There’s not as much information
about their other holdings or their financials. There you have a lease where Krispy Kreme
corporate is the tenant on that lease and takes on most of the ownership responsibilities by virtue

of that lease.

Mr. Brajkovic said I was just going to offer, to make a quick introduction maybe invite him up
here, Dave Claflin with Legacy Development is here. As we were going to get to the blue sheet
items we did have just a brief presentation tonight but we were after the other items and so
maybe in retrospect we should have done it quick display first. Maybe Dave can offer a few
comments about what Legacy’s relationship is with Phillips Edison and why they’re interested in

selling the center to them.

Dave Claflin, Legacy, said Mr. LaSalla has kind of covered the great reputation and the
background of Phillips Edison. Like he said 270 properties across the country. They’re in 32
different states. They’re all primarily grocery anchored neighborhood centers just like
Wyandotte Plaza. They’ve been in business for 24 years. They have two projects in Missouri
both on the St. Louis side, they have three here in Kansas and two of them are here in the Kansas
City area. One I’m very familiar with. It’s called Quivira Crossing, it’s at 135™ St. & Quivira
in Overland Park, a very nice, you can pull it up on their website or find other pictures of it or
drive by it and see the caliber of it.

The other one is called Falcon Valley at 1015 St. in Lenexa. They’re both very nice,
nicer quality centers. In fact, the way we became familiar with this whole project was through
Phillips Edison. They originally had the project under contract in 2011. As part of their due
diligence began talking to Price Chopper they learned that Price Chopper really wanted not just
some renovations, they wanted a new store, they wanted to upgrade this whole facility and that’s
really not the business that Phillips Edison is in. They’re are that kind that maintains projects but
that happens to be RED Legacy business in adding value, figuring out new leases, the
construction, the design and the way it all works. They assigned the contract to us in 2011 and

we pulled it across the finish line and we feel like it is a successful project today.
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Chairman McKiernan said so you did have what I asked for if I just would have waited for it.
Mr. Claflin said just read my mind. Chairman McKiernan said I’'m working on that.
Anyother comments or questions or discussion here? 1 guess my question would be for Mr.
Moore. These items do they need to be taken separately or because they are interrelated can they
all be accomplished with one vote. Mr. Moore said I think it really would be best to have
separate votes on them because you’re talking about different parties in Items 4 and 5 and then

Item No. 3 it involves financing.

Action: Commissioner Murguia made a motion, seconded by Commissioner Walters,
to approve. Roll call was taken and there were five “Ayes,” Alvey, Walters,

Murguia, Townsend, McKiernan.

Item No. 4 — 15279...RESOLUTION: TRANSFER/SALE OF WYANDOTTE COUNTY

PLAZA RETAIL CENTER

Synopsis: A resolution authorizing the transfer/sale of Wyandotte Plaza Retail Center (the

grocery store and all in-line shops), located at the northeast corner of 78" Street and State

Avenue, to Phillips Edison, submitted by George Brajkovic, Economic Development Director.

Action: Commissioner Murguia made a motion, seconded by Commissioner Walters,
to approve. Roll call was taken and there were five “Ayes”, Alvey, Walters,

Murguia, Townsend, McKiernan.

Item No. 5 — 15284...RESOLUTION: TRANSFER/SALE OF KRISPY KREME IN THE
WYANDOTTE PLAZA RETAIL CENTER

Synopsis: A resolution authorizing the transfer/sale of Krispy Kreme in the Wyandotte Plaza
Retail Center, located at the northeast corner of 78" Street and State Avenue, to LAG
Investments Kansas City, LLC, submitted by George Brajkovic, Economic Development

Director.
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Action: Commissioner Murguia made a motion, seconded by Commissioner Walters,
to approve. Roll call was taken and there were five “Ayes,” Alvey, Walters,

Murguia, Townsend, McKiernan.

Item No. 6 — 15247...0PTIONS: RIVERVIEW AVENUE BRIDGE REPLACEMENT

Synopsis: Options for the replacement of the existing Riverview Avenue Bridge over the
Turner Diagonal, submitted by Bill Heatherman, County Engineer. The Engineering staff’s
opinion is that the bridge replacement should be budgeted at $8.8M or the at-grade intersection
option should be budgeted at $7M to $7.2M. The current CMIP showed $7M in financing
through the Economic Development category. This item was first presented to the Economic
Development and Finance Standing Committee on November 9, 2015, to request an increase in
funding for a bridge for Riverview Avenue instead of the at-grade intersection that was
previously presented. The item was approved as originally presented with no change. The
Commission wanted additional information on the changes proposed. On November 30, 2015,
the Public Works and Safety Standing Committee, chaired by Commissioner Bynum, voted
unanimously to forward this item to the Economic Development and Finance Standing
Committee with the recommendation for the bridge replacement and an increase in the cost of

the project from $7M to $8.8M.

Bill Heatherman, County Engineer, said at last month’s meeting as you recall we had the first
discussion of the bonded projects including a discussion of the Riverview Avenue Bridge. A
number of commissioners had questions for us that evening. We have spent some time in the last
month being able to answer questions and brief individual commissioners on some additional
dimensions to that project which we can stand tonight and answer any additional questions you
may have.

Just a recap is associated with the Turner Commerce Center Project comes the
opportunity in funding to replace the bridge at Riverview Avenue with another intersection
configuration. That existing bridge had emergency repairs done. It is functionally safe, but it is

absolute and does need to have a planned program to replace. The Turner Commerce Center
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Project does generate a revenue stream and as a need as well due to it’s own traffic to see that
bridge improved.

The two options that had been under discussion was either a replacement with another
bridge or a replacement with an at-grade intersection with traffic signal. Staff has provided
information about some of the pros and cons on various dimensions both costs, operations,
safety, etc. Last Monday at the Public Works Standing Committee we discussed the project and
presented it in somewhat more detail with the idea that the Public Works Standing Committee as
the committee with jurisdiction over types of infrastructure and would want to weigh in. They
did hear about the project and there was a unanimous recommendation from Public Works
Standing Committee to endorse the project subject to financing which brings us to tonight and
this committee which has the jurisdiction of making approvals for any financing that would go
with and had been discussed. At last month’s meeting your committee did go ahead and approve
the project at the original $7M level which corresponded to the at-grade intersection and that’s
how the resolution was written that night. In order to change it to a bridge project, if that is the
Commissions desire, it would require an action to approve an amended resolution which Debbie

has and Debbie can talk a little bit more about the financing aspects of this project.

Ms. Jonscher said as Bill said last month we approved the project at $7M for the at-grade
intersection. If the option is to move forward with the bridge project, we would have an
amending resolution that would authorize the project moving forward with the bridge at $8.8M.
I did include a copy of a resolution in the packet that you received in the blue sheet packet,
however; that resolution was not an amending resolution so I do have copies of the correct

resolution to pass out if that’s the option that you choose.

Chairman McKiernan said of which, let’s be specific about this because Public Works
Standing Committee, if I remember correctly, endorsed the bridge project and so I want to clarify
is the motion for approval to approve the amending resolution to fund the bridge project.
Commissioner Murguia said yes. Chairman McKiernan said because our request for action

just says pick one. I want to make sure we specify which one we pick.
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Action: Commissioner Murguia made a motion, seconded by Commissioner Walters,
to approve the amending resolution that would fund the bridge project at
$8.8M estimated. Roll call was taken and there were five “Ayes, Alvey, Walters,

Murguia, Townsend, McKiernan.

Adjourn

Chairman McKiernan adjourned the meeting at 7:55 p.m.

tk
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