BILL NO. 6843 ORDINANCE NO. 8640

AN ORDINANCE ACCEPTING THE RECOMMENDATIONS OF THE TAX
INCREMENT FINANCING COMMISSION AND AUTHORIZING THE FIRST
AMENDMENT TO THE NORTHGATE VILLAGE TAX INCREMENT
FINANCING PLAN.

WHEREAS, the Tax Increment Financing Commission of North Kansas City.
Missouri (the “Commission”), was created pursuant to the Real Property Tax Increment
Allocation Redevelopment Act, Sections 99.800 to 99.865 of the Revised Statutes of
Missouri, 1986, as amended (the “Act”), and by Ordinance No. 6674 of the City Council of
North Kansas City, Missouri, adopted on May 14, 1996; and

WHEREAS, the Northgate Village Tax Increment Financing Plan (the “Plan™) was
approved by the Commission, and submitted to the City Council for consideration through
Commission Resolution 99-4 on December 1%, 1999: and

WHEREAS, the City Council accepted the recommendations of the Commission
and approved the Plan, and designated the redevelopment area through Ordinance 7178 on
February 1%, 2000; and

WHEREAS, now that the project has been in various stages of implementation
since the adoption of the Plan; and

WHEREAS, during the course of the implementation of the Plan. the Re-developer
is seeking to construct an additional phase of senior apartments (The Gardens) in licu of a
small portion of the conventional/market rate apartments (City View); and

WHEREAS, proceedings have been initiated requesting consideration of the
amendment of the Plan in order to evidence the change in the number and location of Senior
Apartments (in lieu of a number of “City View Apartments”) to be located on Lot 2A (and
to provide the consent of the City to increase the percentage of new affordable senior units
on that Lot 2A (only) from a maximum of sixty percent (60%) to a maximum of sixty-five
percent (65%); and

WHEREAS, during the course of the implementation of the Plan, the estimated
project costs incurred by the City are projected to increase from the original estimate of
$19,370,868 as noted in Exhibit 10 of the Plan to a revised estimate of $28,240,995 and the
estimated project costs incurred by the Redeveloper or others have increased from
$62,939,476 to $104,036,564; and

WHEREAS, during the course of the implementation of the Plan, estimated Plan
proceeds are projected to increase from the original estimate of $15.458,550 as noted in
Exhibit 7 of the Plan to a revised estimate of $26,537,256 and those estimated Plan proceeds
(but not in excess of the costs actually incurred by the City) are the estimated amount for



which the City will be reimbursing itself (which amount is calculated without the incurrence
or payment of any interest on the amounts); and

WHEREAS, proceedings have been initiated requesting consideration of the
amendment of the Plan in order to evidence the change in the number and location of Senior
Apartments (in lieu of a number of “City View Apartments”) to be located on Lot 2A, and.
in order to reflect the revised and updated estimates of both the proceeds from TIF (exhibit
7); the estimated project expenses which are to be reimbursed (exhibit 10); and

WHEREAS, pursuant to the Real Property Tax Increment Financing Laws of the
State of Missouri and By-Laws of the Board of Commissioners, the Board of
Commissioners caused the affected school, county and other taxing districts to be notified of
their right to designate representatives to sit as members of the Commission for the purpose
of conducting a public hearing and making recommendations with respect to the Plan to the
City Council of North Kansas City, Missouri; and

WHEREAS, the affected school district designated two representatives (Mr. Terry
Stone and Mr. Paul Harrell), the affected county designated two representatives (Ms.
Pamela Mason, and Mr. Larry Larson), and the other affected taxing districts designated
one representative (Ms. Freddie Nichols); for consideration of the amendment of the Plan
and other matters pursuant to Missouri laws; and

WHEREAS, in accordance with procedures established by § 99.805 et seq. of the
Revised Statutes of Missouri, notice was given by certified mail to the applicable taxing
districts on May 10, 2012; further that notice was given to each property owner within the
redevelopment area by certified mail on June 15, 2012; and further that notice was given by
publication in The Kansas City Star Monday, May 28, 2012, and Monday June 18, 2012, a
newspaper having a general circulation in the City of North Kansas City, Missouri, that a
public hearing of the Tax Increment Financing Commission would take place on the 27th
day of June, 2012, at 6:00 p.m.; and

WHEREAS, on the 27th day of June, 2012, at 6:00 p.m. the Tax Increment
Financing Commission of North Kansas City, Missouri did conduct said public hearing at
which all interested persons and taxing districts affected by the Plan were afforded an
opportunity to file comments, written objections, protests and be heard orally; and

WHEREAS, the above described amendments to the Northgate Village Tax
Increment Financing Plan were presented to the Commission for consideration; and

WHEREAS, the Commission closed the public hearing on June 27, 2012; and

WHEREAS, through Resolution 2012-1, the Commission unanimously
recommended to the Mayor and City Council that the Northgate Village Tax Increment
Financing Plan be amended to reflect the approval of the additional phase of senior
apartments in the area previously designated for conventional/market rate apartments, and



recognizing further that 65% of the additional phase of senior apartments will be designated
as affordable rate units according to the Missouri Housing Development Commission; and

WHEREAS, through Resolution 2012-2, a majority of the Commission
recommended to the Mayor and City Council that the Northgate Village Tax Increment
Financing Plan be amended and updated to reflect:

a. The amendment of Plan Exhibit 7 as indicated as Exhibit A to this ordinance.
b. The amendment of Plan Exhibit 10 as indicated as Exhibit B to this
ordinance.

NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY
OF NORTH KANSAS CITY, AS FOLLOWS:

Section I. All previously approved findings and provisions of the Plan (including
the statutory findings required for the adoption of the Plan) recommended by Commission
Resolution 99 — 4 and approved and authorized by Council Ordinance 7178 are hereby
ratified and remain in full force and effect,

Section 2. That the Northgate Village Tax Increment Financing Plan is amended to
reflect:
a. the approval of an additional phase of senior apartments in an area previously
designated for conventional/market rate apartments.
b. the amendment of Plan Exhibit 7 as indicated as exhibit A to this ordinance.
c. the amendment of Plan Exhibit 10 as indicated as exhibit B to this ordinance.

Section 3. This ordinance shall be in full force and effect immediately after its passage by
the City Council and approval by the Mayor.

PASSED this 21% day of August, 2012.

Ll g e & MG L
Mayor /! -

APPROVED this 21st day of August, 2012.

-

yan c//_—/gc< /:’?7

Mayor S



APPROVED AS TO FORM:

City Attorney City Counselor
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North Kansas City TIF Plan
Exhibit 7 - amended

Cost Benefit Analysis

Amended June, 2012



COST BENEFIT ANALYSIS

NORTHGATE VILLAGE TIF PLAN

NORTH KANSAS CITY, MISSOURI

JUNE 13,2012



l. Introduction

The purpose of this study is to illustrate the current financial position of the Northgate
Village Tax Increment Financing Plan related to the estimated tax increment financing (TIF)
revenue projections and the cost benefit to the taxing districts in relation to real property
taxes (excluding the Inventory Replacement Tax) and captured retail sales taxes.

Northgate Village Tax Increment Financing Plan dated November 15, 1999, was adopted by
the City Council in December 1999 (the “TIF Plan”). The Plan contained 15 project areas.
All 15 project areas have been timely activated throughout the initial 10 years of the TIF Plan
as required by RSMo §99.810. The project areas were activated as follows:

PROJECT I Ruby Tuesday / Seniors Phase 1 2004
PROJECT 1l Residential Mix 2004
PROJECT I1I Residential Mix 2005
PROJECT IV City View, Phase | (part 1) 2005
PROJECT V Residential Mix 2006
PROJECT VI Residential Patio Homes & SF 2007
PROIJECT VII Seniors Phase 2 2007
PROJECT VIII Residential Patio Homes & SF 2008
PROJECT IX Residential, Patio Homes 2009
PROJECT X Residential Town Homes & SF 2009
PROJECT XI Residential Town Homes & SF 2009
PROJECT XII Retail (owned by City) 2009
PROJECT XIII Retail Russell Stover 2009
PROJECT XIV City View Phase | 2009
PROJECT XV City View Phase 2 2009

The attached Estimated TIF Revenue spreadsheet projects TIF revenues over the life of the
TIF Plan from the first year of collection of TIF revenue from the first activated Project
Areas (2004) to the final year of collection (2032) from the final Project Areas activated in
2009. Since each Project Area collects TIF Revenue for a period of 23 years and the last
Project Areas were activated in year 10 of the TIF Plan, the Estimated TIF Revenue
spreadsheet projects TIF revenue from the first year of collection of revenue which was Year
6 of the TIF Plan through Year 33 which will be the life of the Northgate Village TIF Plan.

The attached Cost Benefit Analysis projects the real property taxes (excluding the Inventory
Replacement Taxes) and sales taxes which are projected to be received by the other Taxing
Districts over the 33 years of the TIF Plan. In addition, the analysis projects what those same
taxes would have been if the project had not been constructed. Since 1999 the total real
property tax levy has increased from approximately $5.66 per $100 assessed valuation to
approximately $7.68. The assumption used in the projections is approximately $7.67 for
years 2006 through 2012 and approximately $7.68 in 2012 forward to accommodate the
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approved increase in the Library levy. The projections also take into consideration the
approximately 3 year period in which North Kansas City owned the real property within the
TIF Plan redevelopment area which would have rendered the real property tax exempt for
that period of time.

Finally, the cost benefit analysis presented in the 1999 plan assumed an increase in assessed
valuation of 3% every two years throughout the life of the TIF Plan. The attached
spreadsheets use a more contemporary assumption of 1% annually. The increase in annual
sales assumption in the 1999 document assumed a 1.5% increase in annual sales. The
attached spreadsheets assume a 1% increase in annual sales.

11. Estimated TIF Revenue Projections

The first three pages of the attached spreadsheet labeled Northgate Village Estimated TIF
Revenue Projections provides information related to the assumptions upon which the revenue
projections are based. It begins with an existing projects summary and then describes the
projected new development including projected years for construction and when the real
property and sales tax revenue collection will begin to flow from the new construction. The
new development assumptions include the change in character of the proposed development
in Project Area XII from entirely retail to retail and medical office. As development occurs
over the remaining life of the TIF Plan this spreadsheet can be updated to reflect the actual
outcomes.

III.  Cost Benefit Analysis

The assumptions used in the Cost Benefit Analysis spreadsheet are the same as those used in
TIF Revenue Projections with some additions. Since the Costs Benefit Analysis is created to
project the economic impact on the taxing districts during the life of the TIF Plan and not
simply during the years of TIF Revenue collection the spreadsheet information spans years 1
through 33 of the TIF Plan. In addition there are two scenarios: Project with TIF and No
Project. In the Project with TIF scenario the later TIF years 29 through 33 show a significant
increase in assessed valuations because Projects Areas 1 through 8 complete their respective
23 years of TIF revenue collection and therefore all 100% of the real property taxes go to the
taxing districts. In the No Project scenario we begin year one with the assessed value used in
the 1999 TIF Plan projections for year 1, with continued private ownership, no development
and a decrease in value at 1% per year as the real property and related infrastructure ages.



IV.  Completion

After year 2032 all the Project Areas plans will be completed. In 2033, the entire projected
assessed valuation of the real property of the TIF Plan will be subject to 100% distribution of
real estate and sales tax to the taxing district. The assessed valuation at that time is projected
to be approximately $19,869.,025, resulting in real property tax revenue for all jurisdictions of
approximately $2,170,830 annually. Of which $1,758,305 is attributed to the North Kansas
City School District on an annual basis and $23.843 to Clay County. This is in contrast to
the NO PROJECT scenario where the total real property tax revenue for all jurisdictions is
$124,586 of which $67,161 is attributed to the North Kansas City School District and $1,368
to Clay County. The projected annual sales, the sales tax revenue of which will be subject to
100% distribution, will be $3,136,647. This is in contrast to the NO PROJECT scenario
which has no retail sales.
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CITY OF NORTH KANSAS CITY

MEMORANDUM

TO: Mayor & City Council

City Administrator
FROM: Michael B. Smith

Assistant City Administrator
DATE: August 16, 2012
RE: Amendment of The Northgate Village TIF Plan
Background

The Northgate Redevelopment project originated from the need to redevelop the
area containing the former Northgate Village apartment complex. The then 666
unit, 50 year old apartment complex had deteriorated significantly. A plan was
made to redevelop the property. The Northgate TIF Plan and Development
Agreement were adopted on February 1%, 2000.

As a function of the plan and the agreement, the City took on a direct and
extensive role in the Northgate project. The City took on the responsibility of
acquiring the land, managing the former Northgate Apartments, relocating the
residents, demolition of the apartments, installing the infrastructure, approving
the development plans, selling the land to the developers, inspecting the
construction, and administering the TIF plan.

With the City taking on the responsibility and the cost of the “pre-development
activities” noted above, the City receives the TIF proceeds resulting from the
project. The developers do not receive any of the proceeds from this TIF plan.

At this point, the City desires to amend the Northgate TIF Plan in two parts. First,
to recognize a change to what was previously planned within the apartments
project area. Second, to update the original 1999 estimates of expenditures and
TIF proceeds (PILOTs & EATs).

Plan Amendment Part 1 - The Senior Apartments Phase 3 & Conventional
Apartments Change

As you are now well aware, we have already processed amendments to the
Development Agreement, zoning, and re-platting resulting from this change. In



addition, at the last council meeting, the Council approved the sale of the two lots
for both the Gardens and CityView projects. The last amendment necessary to
fully authorize the change is this portion of the amendment to the TIF plan.

Part 2 of Plan Amendment - Revised Estimates of TIF Proceeds & TIF
Reimbursable Costs

The second part of the amendment to the TIF Plan would be to update the
estimates of TIF proceeds and estimate of TIF reimbursable project costs.
Contained within the Plan are two exhibits relevant to this part of the amendment.

Exhibit 7 Amendment - Cost-Benefit Analysis, Estimated TIF Proceeds

Exhibit 7 is the lengthy cost-benefit analysis that shows the updated estimate of
TIF proceeds throughout the life of the TIF plan. TIF proceeds are made up of
two parts: Payment-In-Lieu-of Taxes (PILOTs) dealing with real estate taxes, and
Economic Activity Taxes (EATs), which for our purposes are sales taxes. The
essential point of the analysis are the revised estimates of TIF proceeds over the
life of the TIF plan, which in this case is 33 years.

Estimated TIF Proceeds
1999 Adopted Estimated as of

Plan June 2012
PILOT's $12,875,789 $25,011,104
EAT's $2,582,761 $1,526,152
Estimated TIF Proceeds $15,458,550 $26,537,256

Exhibit 10 Amendment — Estimated Reimbursable Project Costs

Exhibit 10 of the adopted TIF plan identified the costs estimated to be funded by
the City in carrying out its role in the TIF plan. The estimated total as noted in
the original TIF plan was $19,370,868. As of 2012, we now estimate the City's
overall project cost to be $28,240,995. The table below indicates how costs have
changed over time.



TIF Plan -
Exhibit 10- As of Estimated @
11/12/99 June 2012 Completion

Land Acquisition $9,000,000 $14,000,000 $14,000,000
Relocation of Residents Costs $313,740 $364,203 $364,203
TIF & Administrative Costs $500,000 $533,003 $650,000
Building Demolition $1,957 121 $3,047,991 $3,047,991
Environmental $0 $28,475 $28,475
Construction Management Fee $686,203 $538,935 $659,651
Essential Infrastructure $5,523,130 $6,601,611 $8,100,000
Amenities $1,390,675 $945,389  $1,390,675

$19,370,869 $26,059,607 $28,240,995

There are three primary reasons why the City’s costs have increased since the
adoption of the plan.

1. First and foremost was the final cost to purchase the property in 2000. As
the TIF Plan was adopted prior to concluding the condemnation process,
only an estimate of the cost could be used at that time. Further, it was
prudent at that time to intentionally underestimate the cost so as not to
weaken the City’s position for the condemnation proceedings.

2. Second, the essential infrastructure amount increased by approximately
$2.5 million. The Development Agreement outlined a detailed budgeting
process for the project. We continue to work within that budget
methodology until infrastructure work is complete. The cost was further
increased however due to the need to replace the water mains within the
area and build a storm water detention system.

3. Third, demolition costs were $1.1 million over the original estimate. In
part, asbestos was found in locations previously inaccessible until
demolition commenced.

Process of Amendment

A public hearing is first conducted by the 11 member TIF Commission: 6
members from the city, 2 members from the county, 2 members from the school
district, and 1 member that represents any other affected real estate taxing
jurisdiction. The 11 member commission is required to conduct a public hearing
and make a recommendation to the City Council as to the TIF plan amendments.
Finally, the Council acts on amending the TIF Plan by ordinance.

The 11 member TIF commission held the public hearing on June 27™ having
followed all the notice requirements. After much discussion, the Commission
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separated their recommendations on the two amendments.  First, they
unanimously recommended the first amendment, supporting an additional phase
of senior apartments in an area previously designated for conventional market
rate apartments.

Second, a majority (7 — 4) recommended the financial amendments (Exhibits 7 &
10) provided that representatives of the school district and city meet to see if
there would be the possibility of negotiation within a 14 day period. A meeting
was held with school district representatives on 7/26/12. Scheduling problems
for both delayed our meeting from what was intended in the TIF commission’s
motion, but we did meet. [n short, district representatives have been concerned
that the original estimates were not “maximum reimbursements as is common in
TIF projects in Kansas City.

At that meeting, district representatives suggested that they could be supportive
of the cost reimbursement amendment if it were increased by $5.0 million, rather
than by the almost $9.0 million increased amount indicated in Exhibit 10. This
would equate to the additional cost of the property that resulted from the
condemnation process. As city staff, without authorization from the Council, we
could not commit to any particular outcome.

Conclusion

At this point, the two amendments to the TIF Plan are now before the City
Council for your consideration. The TIF statute requires the recommendation of
the TIF Commission be provided to the City Council. An ordinance has been
drafted for your consideration reflecting the recommendations of the TIF
Commission.

You can choose to act on the TIF Commission recommendations ordinance or
consider an alternative to the amendment if you wish. However, if you were to
consider an alternative, additional notification to the taxing districts may be
required before approving an alternative ordinance finalizing the amendment.



Concluding Notes

1.

With regard to the financial portion of the amendments, keep in mind all the
figures are estimates. We won't know the final numbers until the TIF plan
expires.

Taken together, the estimates of project costs and the estimate of TIF
proceeds show that while the revised estimates have narrowed the gap
between estimated project costs and estimated TIF proceeds current
estimates still indicate a shortfall from the full reimbursement of the City’s pre-
development costs.

Estimated as of
1999 Adopted Plan June 2012

Estimated Project Costs (Exhibit 10) $19,370,869 $28,240,995
Estimated TIF Proceeds (Exhibit 7)

PILOT's $12,875,789 $25,011,104

EAT's $2,582,761 $1,526,152
TIF Proceeds $15,458,550 $26,537,256
Estimated Net TIF Reimbursement ($3,912 319) ($1,703,739)

In 1999, the City understood that it may not be able to recoup all of its pre-
development expenses from TIF proceeds. However, it was seen as a long-
term investment in the improvement of the City.

Actual TIF Proceeds as of June 2012

PILOT's $3,387,496
EAT's $ 124623
Total $3,512,119

The 2012 update analysis suggests that:
Without the Northgate project, taxing jurisdictions are estimated to have
received $4.8 million over 33 years.

With the Northgate project, if completed according to current estimates,
taxing jurisdictions are estimated to receive $10.2 million over the life of
the TIF plan (33 years)

About 65% of residential units are complete at this point. Just 1 commercial
project — Ruby Tuesday.



TIF Notes In General

PILOTs - ‘the incremental increase in property taxes (the increment) above the
property taxes generated by the property prior to redevelopment (the base).”
MMR, 5/2009

EATs — “(50% of the) new Economic Activity Taxes generated from the
redevelopment project through sales taxes, ...” MMR, 5/2009

Impacts to Taxpayers - Neither the original TIF Plan, nor the amendment results
in any additional tax impact to any taxpayer. Property owner’s tax payments
will stay the same regardless of the presence of the TIF plan.

TIF does not abate property taxes — rather it re-directs them to TIF project costs.
TIF is limited to 23 years per TIF project. With Northgate, 15 TIF project areas

were activated at different times over a 10 year period. Therefore, the overall
TIF time frame in this case is 33 years.



