Ivanhoe / Blue Hills Aggregate

Tax Increment Financing Plan

Proposed by

Ivanhoe Neighborhood Council and Blue Hills Neighborhood Association 

Prepared by

Brush Creek Community Partners and Chapel West Group

TABLE OF CONTENTS

I. DEFINITIONS

II. REQUIRED PLAN ELEMENTS

A. Summary

B. Redevelopment Area

C. Redevelopment Projects

D. Estimated Date of Project Completion

E. Redevelopment Plan Objectives

F. General Land Use

G. Gaming Status

H. Advisory Committee

III. FINANCING

A. Estimated Redevelopment Project Costs 

B. Anticipated Source of Funds

C. Evidence of the Commitments to Finance

D. Public Participation in Plan’s Success

E. Anticipated Types and Terms of Financing

F. Most Recent Equalized Assessed Valuation

G. Estimated Equalized Assessed Valuation After Redevelopment

IV. STATUTORY FINDINGS

A. Existing Conditions

B. “But For” TIF

C. Cost-Benefit Analysis

D. Conformance to the Comprehensive Plan

E. Estimated Date of Completion

F. Relocation Assistance Plan

V. OTHER PLAN CONDITIONS AND CONSIDERATIONS

A. Acquisition and Disposition

B. Affirmative Action

C. Design Review Process

D. Provision of Public Facilities

E. Request For Proposal

F. Tax Increment Financing

G. Provisions for Amending the Tax Increment Financing Plan

VI. APPENDICES

Exhibit 1. 
Legal Descriptions of the Redevelopment Area

Exhibit 2. 
Site Plan

Exhibit 3.
Estimated Redevelopment Project Costs

Exhibit 4. 
Estimated Redevelopment Schedule

Exhibit 5.
Source of Funds

Exhibit 6.
Estimated Annual Increases in Assessed Value and Resulting Payments in Lieu of Taxes

Exhibit 7. 
Cost-Benefit Analysis

Exhibit 8. 
Evidence of “But For”

Exhibit 9. 
Statutory Requirements

I. DEF
INITIONS

A. “Blighted Area.” An area which, by reason of the predominance of defective or inadequate street layout, unsanitary or unsafe conditions, deterioration of site improvements, improper subdivision or obsolete platting, or the existence of conditions which endanger life or property by fire and other causes, or any combination of such factors, retards the provision of housing accommodations or constitutes an economic or social liability or menace to the public health, safety, morals or welfare in its present condition and use.

B. “City.” The City of Kansas City, Jackson County, Missouri.

C. “Commission.” The Tax Increment Financing Commission of the City.

D. “Economic Activity Taxes (“EATS”).” The total additional revenue from taxes which are imposed by the City and other Taxing Districts, and which are generated by economic activities within a Redevelopment Area over the amount of such taxes generated by economic activities within such Redevelopment Area in the calendar year prior to the adoption of the ordinance designating such a Redevelopment Area, while TIF remains in effect, but excluding personal property taxes, taxes imposed on sales or charges for sleeping rooms paid by guests of hotels and motels, licenses, fees or special assessments. For Redevelopment Plans approved after December 23, 1997, if a retail establishment relocates within one year from one facility to another facility in the same county and the governing body of the municipality funds that the relocation is a direct beneficiary of TIF, then for purposes of this definition the economic activity taxes generated by the retail establishment shall equal the total additional revenues from Economic Activity Taxes which are imposed by the City or other Taxing District over the amount of economic activity taxes generated by the retail establishment in the calendar year prior to its relocation to the Redevelopment Area.

E. “Obligations.” Bonds, loans, debentures, notes, special certificates, or other evidences of indebtedness issued by a municipality to carry out a Project Improvement or to fund outstanding obligations.

F. “Operator.” The agencies the Advisory Committee recommends for selection to complete the objectives described in the Redevelopment Plan.

G. “Ordinance.” An ordinance enacted by the City.

H. “Payment in Lieu of Taxes (“PILOTS”).” Those estimated revenues from real property in the area selected for a Redevelopment Project, which revenues according to the Redevelopment Plan are to be used for a private use, which Taxing Districts would not have received had the City not adopted TIF, and which would result from levies made after the time of the adoption of TIF during the time the current equalized value of real property in such area exceeds the total initial equalized value of real property in such area until the designation is terminated pursuant to subsection 2 of Section 99.850. Payments in Lieu of Taxes which are due and owing shall constitute a lien against the real estate of the Redevelopment Project from which they are derived, the lien of which may be foreclosed in the same manner as a special assessment lien as provided in Section 88.861 RSMo.

I. “Project Improvements.” Those redevelopment activities undertaken within the Redevelopment Area which are intended to accomplish the objectives of the Redevelopment Plan. 

J. “Redevelopment Agreement.” An agreement between the City, the Commission and the Operator for the implementation of the Redevelopment Plan entered into pursuant to the approval of the Redevelopment Plan.

K. “Redevelopment Area.” An area designated by the City which has been found to be a Blighted Area and which includes those parcels of real property benefited by the proposed Project Improvements.

L.  “Redevelopment Costs.” The sum total of all reasonable or necessary costs incurred or estimated to be incurred incidental to a Redevelopment Plan. Such costs include, but are not limited to the following:

1. Costs of studies, surveys, plans and specifications;

2. Professional service costs, including, but not limited to, architectural, engineering, legal, marketing, financial planning or special services;

3. Property assembly costs, including but not limited to, acquisition of land and other property, real or personal, or rights or interests therein, demolition of buildings, and the clearing and grading of land;

4. Costs of rehabilitation, reconstruction, repair or remodeling of existing buildings and fixtures;

5. Cost of construction or public works or improvements;

6. Financing costs, including, but not limited to all necessary and incidental expenses related to the issuance of Obligations, and which may include payment of interest on any Obligations issued hereunder accruing during the estimated period of construction of any Project Improvement for which such Obligations are issued and for not more than eighteen months thereafter, and including reasonable reserves related thereto;

7. All or a portion of a Taxing District’s Capital Cost resulting from the Project Improvements necessarily incurred or to be incurred in furtherance of the objectives of the Redevelopment Plan to the extent the city, by written agreement, accepts and approves such costs;

8. Relocation costs to the extent that the City determines that relocation costs shall be paid or are required to be paid by federal or state law;

9. Payments in Lieu of Taxes.

M. “Redevelopment Plan.” The comprehensive program of the City for redevelopment intended by the payment of Redevelopment Costs to reduce or eliminate Blighted Area conditions, and to thereby enhance the tax bases of the Taxing Districts which extend into the Redevelopment Area.

N. “Redevelopment Projects.” Any development project within the Redevelopment Area where Project Improvements occur that further the objectives of the Redevelopment Plan.

O. “Special Allocation Fund.” The fund of the City or Commission which contains at least two separate segregated accounts for each Redevelopment Plan, maintained by the City or Commission treasurer into which PILOTS are deposited in one account, and EATS and other revenues are deposited in the other account.

P.  “Taxing Districts.” Any political subdivision of this state having the power to levy taxes.

Q. “Tax Districts’ Capital Costs.” Those costs of Taxing Districts for capital improvements that are found by the municipal governing bodies to be necessary and to directly result from the Project Improvements.

R. “Tax Increment Financing (“TIF”).” Tax increment allocation financing as provided pursuant to Chapter 99.800, et seq. RSMo.

S. “Vacant Land.” Any parcel or combination of parcels of real property not used for industrial, commercial, or residential buildings.

II. REQUIRED PLAN ELEMENTS

A. Summary. The Ivanhoe/Blue Hills Aggregate Tax Increment Financing Plan calls for the selective development of the Redevelopment Area through the partial and full rehabilitation of approximately 550 single-family, residential properties. This effort will be combined with the maintenance and upgrading of public infrastructure throughout the Ivanhoe and Blue Hills area using TIF revenues and PIAC funding as is necessary to address the blighted conditions. This area is inclusive of both the Ivanhoe and Blue Hills neighborhoods as well as several adjacent blocks. The Redevelopment Plan is similar to a TIF district in that it allows for a large area to be designated for TIF activities, but differs in that it will immediately collect TIF revenues from every property within its boundaries. 

B. Redevelopment Area. The Redevelopment Area contains approximately 7700 platted residential lots on approximately 590 acres that are bounded on the north by 31st Street, on the west by The Paseo, on the south by 63rd Street and on the east by Prospect Avenue. The entire Redevelopment Area is within Kansas City, Jackson County, Missouri.

C. Redevelopment Projects. The Redevelopment Area contains approximately 7700 residential properties at least 5500 of which have occupied, residential housing units on them, each being generally eligible for redevelopment under this plan. The Redevelopment Area is divided into two large Redevelopment Project Areas. Ivanhoe ("Redevelopment Project Area A") is bounded on the north by 31st Street, on the west by Paseo Boulevard, on the south by Brush Creek and on the east by Prospect Avenue. Redevelopment activities will include minor home repair, emergency home repair, and acquisition/rehab. Blue Hills ("Redevelopment Project Area B") is bounded on the north by Brush Creek, on the west by Paseo Boulevard, on the south by 63rd Street and on the east by Prospect Avenue. Redevelopment activities will include minor and emergency home repair.

In order to maximize impact, create visible change, and incentivize greater investment, both neighborhoods have opted to begin their redevelopment and rehab efforts under this plan in targeted sections of their respective communities. In Ivanhoe, the community has chosen as its initial target area its northwest quadrant, an area bounded on the north by 31st Street, on the west by The Paseo, on the south by 39th Street, and on the east by Bruce R. Watkins Drive (“Redevelopment Project A1”). In Blue Hills, the community has chosen as its initial target area an area bounded on the north by 47th Street, on the west by The Paseo, and on the south by 63rd Street. The eastern boundary will include both sides of Woodland Avenue from 47th through 52nd Streets, both sides of Highland Avenue from 52nd through 59th Streets, and the west side of Blue Hills Road from 59th through 63rd Streets (“Redevelopment Project B1”).

D. Estimated Date of Project Completion. All Redevelopment Projects and retirement of obligations incurred to finance Redevelopment Costs will occur no later than twenty-three (23) years after the adoption of the Ordinance approving the Redevelopment Projects. 

E. Redevelopment Plan Objectives. The objectives of the Redevelopment Plan include:

1. The empowerment of inner city communities with regards to their economic development self interests.

2. The decrease of blighted properties from within the Redevelopment Area.

3. The increase in available affordable housing and jobs.

4. The increase in appreciation of housing values thus providing greater TIF revenue and accelerating the program’s expansion into the entire Area.

5. The increase in private investment by homeowners motivated by the improvements occurring as a result of the TIF

6. The increase in revenue generation of the Redevelopment Area such that both the objectives of the Redevelopment Plan can be met and that the tax base of the City and its constituent Taxing Districts is enhanced.

7. The increase in development that would not occur without Tax Increment Financing assistance.

F. General Land Use. The general land use for the Redevelopment Area is envisioned to be primarily residential. The areas selected for Project Improvements are specifically proposed for use as residential. The individual Project Improvements shall be subject to the applicable provisions of the City’s zoning Ordinances as well as other codes and Ordinances as may be amended from time to time.
G. Gaming Status. The Redevelopment Plan does not include the initial development or redevelopment of any gaming establishment.
H. Advisory Committee. An advisory committee shall be created to provide advice to the Commission regarding Operator selection, the use and disbursement of funds placed in Special Allocation Accounts, and to serve as liaison with Taxing Districts, City departments and other parties having an interest in and directly adjacent to the Redevelopment Area. This neighborhood representative-chaired committee shall be comprised of no more than seventeen members as follows: five (5) representatives selected by the board of directors of the Ivanhoe Neighborhood Council; five (5) representatives selected by the board of directors of the Blue Hills Neighborhood Association; one (1) representative selected by the board of directors of the Brush Creek Community Partners; two (2) City Council members, one each from the Third and Fifth districts; one (1) representative selected from the Commission; and no more than three (3) at large members selected by this advisory committee. This advisory committee will provide an annual report to the Brush Creek Corridor TIF Advisory Committee. This advisory committee will, prior to amending this TIF Plan, present its planned amendments to the Brush Creek Corridor TIF Advisory Committee. 
III. FINANCING

A. Estimated Redevelopment Project Costs. Redevelopment Project Costs associated with the planned Project Improvements are estimated to be $4,500,000 per Redevelopment Project Area. 
B. Anticipated Source of Funds. The Operator shall pursue sources of funding intended to match and exceed the value of TIF revenues that are external to the TIF revenues. These external investments will include, but are not limited to:
· Owner and investor equity

· Debt and donation

· PILOTS 
· Calculations of expected proceeds of PILOTS are based on current real property assessment formulas and current property tax rates, both of which are subject to change due to many factors, including statewide reassessment, the effects of real property classification for real property tax purposes, and the rollback in tax levies resulting from reassessment or classification. Furthermore, it is assumed that assessed valuation will increase at a rate of 2% per year with no levy increases. The total PILOTS generated by the development over the duration of the Redevelopment Plan is approximately $11,419,678. 

· EATS

· EATS revenue projections will be provided in an amendment to the plan that contains specific commercial project sites. These are expected to be developed by other entities. For example, CDC of KC is developing a commercial node in the 31st and Prospect area while Swope Community Builders is developing a commercial node at 39th and Prospect.

C. Evidence of the Commitments to Finance. Any proposal submitted by a developer to the Operator to implement this Redevelopment Plan shall include evidence of commitments to finance the Redevelopment Costs in addition to those allowable expenses to be paid out of the Special Allocation Fund. The applicants are currently approaching LISC and the City for loans to begin work.
D. Public Participation In Plan’s Success. Substantial public financing of the Project Improvements is anticipated through the City's 'Neighborhoods Now' initiative to assist in the successful redevelopment of the site which will further the Redevelopment Plan objectives. The purpose of affording public assistance is to accomplish the stated objectives and not to subsidize an otherwise economically viable redevelopment project. The exhibits to the Redevelopment Plan demonstrate that these Redevelopment Projects would not be undertaken but for the public assistance being provided. 
E. Anticipated Types and Terms of Financing. Without excluding other methods of financing, Bonds may be issued pursuant to this Redevelopment Plan for a term not to exceed twenty-three (23) years from the adoption of the ordinance approving a Project Improvement within the Redevelopment Area, at an interest rate determined by the issuing body. All Obligations shall be retired no later than twenty-three (23) years after the adoption of the ordinance approving the Redevelopment Plan, the costs of which are to be paid from the proceeds thereof. No Project Improvement may be approved by Ordinance adopted more than ten years from the adoption of the ordinance approving the Redevelopment Plan under which the Project Improvement is authorized. Therefore, the latest date of retirement of the Bonds if the Ordinance approving the Redevelopment Plan is adopted in 2005, will be 2038.
F. Most Recent Equalized Assessed Valuation. The total initial equalized assessed valuation of the Redevelopment Area according to records at the Jackson County Assessor's Office is $1,271,939 on land and improvements. The current combined ad valorem property tax levy is projected to be $7.79 per $100 assessed valuation on land and improvements. The annual ad valorem tax revenue from the redevelopment area was approximately $2,092,074 in 2005.
The total initial equalized assessed valuation of an area selected for a redevelopment project will be determined when the individual redevelopment project is approved by ordinance. The municipality or the commission may then issue tax increment bonds to finance redevelopment within the redevelopment project. PILOTS measured by subsequent increases in property tax revenue will be segregated from taxes resulting from the total initial equalized assessed valuation as defined herein, and deposited in a special allocation fund earmarked for retirement of obligations or payment of redevelopment project costs.
G. Estimated Equalized Assessed Valuation After Redevelopment. When the project improvements have been completed, the total assessed valuation of the areas selected for redevelopment projects will be reassessed. It is projected that the assessed value of the redevelopment area will be approximately $146,586,555 upon completion of the project improvements. The resulting increase in assessed valuation and the resulting PILOTS are shown in Exhibit 7. When complete and the redevelopment plan is terminated, the redevelopment area will annually initially yield real property taxes of approximately $11,419,678.
IV. STATUTORY FINDINGS

A. Existing Conditions. The majority of the Redevelopment Area currently resides in existing Urban Renewal Areas, TIF districts or in 353-designated zones. The entire Redevelopment Area is within a CDBG-eligible area. These classifications demonstrate that the Redevelopment Area has already been identified by other municipal authorities as a Blighted Area and therefore qualifies as a Blighted Area under Missouri’s TIF Statute. These conditions, despite their classification as being blighted, have not been remediated; the blight still exists. Evidence of blight consists of an unusually high concentration of Vacant Land, an unusually high concentration of abandoned houses, poor storm water collection in various parts of the Redevelopment Area, strong perceptions of criminal activity, very high occurrence of dead-end streets – the existence of which impedes access by emergency services – as a result of Bruce R. Watkins Drives, illegal dumping, litter and frequent examples of unmanaged public improvements. Collectively, these conditions within the Redevelopment Area mitigate significant further private development.
B. “But For TIF”. The Redevelopment Area has not been subject to growth and development by private enterprise and would not reasonably be anticipated to be redeveloped without the adoption of the Redevelopment Plan. This is demonstrated by redevelopment activities carried out in the Redevelopment Area over the last 10 years almost always requiring some form of public or charitable subsidy in order to be accomplished. The best and most economically viable use for the property in the Redevelopment Area is as a primarily residential community with retail and commercial corridors. Because of the high cost of Brownfield remediation, lasting perceptions of criminal activity, unusually high concentration of overgrown and Vacant Land, reluctance of mortgage lenders to participate in lending in this market, and unusually high concentration of abandoned houses, the Redevelopment Area has not been subject to significant growth or development in the past. Even though neighborhood resident efforts to reclaim their communities have contributed to increasing residential property values in these neighborhoods, the cost of fully curing existing conditions and construction of Project Improvements described in the Redevelopment Plan are not economically viable if entirely borne by the developer. The use of TIF makes the Redevelopment Plan feasible and thus attractive to private investment.
Because of the very real social and economic blight indicated above, rehabilitation of property in the Redevelopment Area can rarely be performed profitably. Private investors – whether home owners or lending institutions – are unable or unwilling to assume the non-economic costs of correcting the Blighted Area’s conditions unless there is a way to recapture the costs association with these corrections. For the northern half of the Redevelopment Area: 

· Fewer than 45% of residents are homeowners (2000 Census)

· 42.5% of all mortgages applied for were denied (2000 HMDA)

· 70.25% of all home improvement loans were denied (2000 HMDA)

· Median annual family household income is $23,547

· Median housing value is $33,697

· More than 33% of residential properties in the northern half of the Redevelopment Area are Vacant Land or abandoned houses.

C. Cost-Benefit Analysis. A cost-benefit analysis has been prepared for the Redevelopment Area. This analysis describes:
1. The impact on the economy of each taxing district if the Redevelopment Plan and Project Improvements are not built.

2. The impact on the economy of each taxing district if the Redevelopment Plan and Project Improvements are built.

3. The fiscal impact on every affected taxing district if the Redevelopment Plan and Project Improvements are built. 

4. Sufficient information such that it can be determined that this TIF Plan is financially feasible.

D. Conformance to the Comprehensive Plan. The Redevelopment Plan is consistent with and conforms to the City’s Comprehensive Plan. Furthermore, the uses proposed for the Redevelopment Area are generally consistent with existing URA planning, the Blue Hills Neighborhood Plan and recently recognized Ivanhoe Neighborhood Plan.
E. Estimated Date of Completion. The Project Improvements described in this Redevelopment Plan shall take place over the twenty-three year lifespan of the Redevelopment Plan.
F. Relocation Assistance Plan. No Redevelopment Projects will occur that involve forceful relocation of residents. Relocation assistance will be available to all eligible displaced residents in conformance with the Commission’s Relocation Assistance Plan and as required by state or federal laws.
V. OTHER PLAN CONDITIONS AND CONSIDERATIONS

A. Acquisition and Disposition. The Redevelopment Plan does not require nor does it intend to make use of eminent domain. Land assemblage, where necessary, shall be conducted by purchase, lease or donation. The terms of disposition shall be incorporated in appropriate disposition agreements which may contain more specific guidelines outside the scope of this document.
B. Affirmative Action. It is the Commission’s policy to encourage participation in the bidding process by socially and economically disadvantaged business concerns. The Commission has developed an affirmative action process and a minority-owned business enterprise (MBE) participation goal of 15% and a women-owned business enterprise (WBE) participation goal of 5% for both professional services and consultants and a similar goal for all construction activity within all phases of the Project Improvements. 
While these may be appropriate goals for the Commission, they are insufficient to ensure that minority participation occurs in proportion to the minority population in the Redevelopment Area. Therefore, this Redevelopment Plan shall set as its goals MBE participation of 60% and WBE participation of 5%.

C. Design Review Process. The Commission has adopted a design review process which shall be carried out to review all proposed Project Improvements in the Redevelopment Area. In addition to these controls, all Project Improvements shall be subject to the design recommendations stated in the neighborhood plans of the neighborhood in which the Project Improvement is to take place as well as to the Brush Creek Design Guidelines. Plans and designs for larger development and redevelopment projects will be presented to the Brush Creek Partners' Plan Review Committee.
D. Provision of Public Facilities. Adequate public facilities and utilities will be assured to service each of the Project Improvement areas.
E. Request For Proposal. Requests for proposals will be sent to potential Operators. An Operator will be selected to implement this Redevelopment Plan. If an Operator is selected who does not now own all the property required to implement the Redevelopment Plan, the Operator, the Commission and the City will be required to identify the funds necessary for the acquisition or lease of the property by purchase. 
F. Tax Increment Financing. This Redevelopment Plan is adopted pursuant to the Real Property Tax Increment Allocation Redevelopment Act, Missouri Revised Statutes, Section 99.800 through 99.865, 1990 (the "Act"). The Act enables municipalities to finance redevelopment costs with the revenue generated from PILOTS or EATS.
G. Provisions for Amending the Tax Increment Financing Plan. This Redevelopment Plan may be amended pursuant to the provisions of the Act. 
VI. APPENDICES

Exhibit 1. 
Legal Descriptions of the Redevelopment Area.


See attached spreadsheet.

Exhibit 2. 
Site Plan.


See attached document.

Exhibit 3.
Estimated Redevelopment Project Costs.


See attached spreadsheet.

Exhibit 4. 
Estimated Redevelopment Schedule.


See attached spreadsheet.

Exhibit 5.
Source of Funds.


See attached spreadsheet.

Exhibit 6.
Estimated Annual Increases in Assessed Value and Resulting Payments in Lieu of Taxes.


See attached spreadsheet.

Exhibit 7. 
Cost-Benefit Analysis.


See attached spreadsheet.

Exhibit 8. 
Evidence of “But For”.


See attached spreadsheet.

Exhibit 9. 
Statutory Requirements. 
See attached document.
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