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Ordinance Fact Sheet - DRAFT
	Brief Title: Approving an Industrial Development Plan, and authorizing the City Manager to execute various documents with Heartland Sheets LLC. And issue taxable and tax-exempt Industrial Revenue Bonds in an amount not to exceed $15,000,000
	
	Approval Deadline
	
	Reason: Approving an Industrial Development Plan for Heartland Sheets LLC for the purpose of establishing and equipping a corrugated sheet feeding operation at 3950 N. Kimball Drive and executing various agreements between the City of Kansas City, Heartland Sheets LLC, and other entities relating to the project at this location.

	
	
	
	
	

	
	
	
	
	

	Details
	
	
	
	Positions/Recommendations

	Reason for Legislation

Approving an Industrial Development Plan for Heartland Sheets LLC, for the purpose of establishing, equipping, and furnishing a manufacturing facility located at 3950 N. Kimball Drive; authorizing the City Manager to issue Taxable and Tax-Exempt Industrial Revenue Bonds in an amount not to exceed $15,000,000 and to execute a Development Agreement and other documents necessary to issue Industrial Revenue Bonds.
Discussion (explain all financial aspects of the proposed legislation, including future implications, any direct/indirect costs, specific account numbers, ordinance references, and budget page numbers.)

The project involves the establishment and equipping of a new corrugated sheet feeding operation for Heartland Sheets, LLC who will be leasing a 127,600 square foot manufacturing facility located at 3950 N. Kimball Drive in Clay County, Missouri.  The company’s total project investment is estimated at approximately $23.4 million dollars which includes annual lease payments, leasehold improvements, and new machinery and equipment to outfit the facility.  Heartland Sheets plans to commence operations in June 2012 at which time they will employ 43 full time employees at an estimated average wage of $49,000/year with an annual payroll of approximately $2.1 million.
This ordinance will approve a Plan for Industrial Development under Chapter 100; authorize the City Manager to issue taxable and tax-exempt Industrial Revenue Bonds, and execute a Development Agreement and various documents with Heartland Sheets, LLC in connection with issuance of said bonds relating to this project.

	
	Sponsor

Programs,

Departments, 

or Groups 

Affected

Applicants / 

Proponents

Opponents

Staff

Recommendation

Board or 

Commission Recommendation

Council

Committee Action
	Wagner and Davis
City Manager’s Office, City Planning & Development Department, Finance Department 

Applicant

City Department

City Manager’s Office, City Planning & Development Department, Finance Department 

Other

Groups or Individuals

None Known
Basis of opposition

 FORMCHECKBOX 
  For

 FORMCHECKBOX 
  Against

Reason Against

By

 FORMCHECKBOX 
  For   FORMCHECKBOX 
  Against   FORMCHECKBOX 
  No action taken

 FORMCHECKBOX 
   For, with revisions or conditions 

( see details column for conditions)

 FORMCHECKBOX 
  Do pass

 FORMCHECKBOX 
  Do pass (as amended)

 FORMCHECKBOX 
  Committee Sub.

 FORMCHECKBOX 
  Without Recommendation

 FORMCHECKBOX 
  Hold

 FORMCHECKBOX 
  Do not pass


	Discussion
	
	Policy/Program Impact


	Financing/Incentive Package Highlights
1.  Heartland Sheets LLC has requested the issuance of up to $15,000,000 of industrial revenue bonds, a tax-exempt series and a taxable series, both of which will be issued as Chapter 100 Bonds over a 10 year term for the purpose of equipping their new facility.  They estimate the cost of equipment purchase and installation to total $13,765,500.  Of this $12,188,500 represents the equipment and $1,577,000 represents installation.  $9,500,000 of the $12.1 million in equipment cost will be paid from the proceeds of tax-exempt bonds, contingent upon meeting requirements of the issuance of tax-exempt small issue manufacturing bonds, and the remaining $2,688,500 (including the $1.57 million for installation) will be paid from the proceeds of the taxable bonds.

2. This Ordinance establishes 75% abatement on personal property for Heartland Sheets and waives the Chapter 100 Bond Policy of 50% PILOTS for the project.  Heartland Sheets will benefit from 75% ad valorem tax abatement on the personal property associated with the project estimated at $892,029.  The city’s portion of the abatement is estimated at $162,768.
3. Heartland Sheets will make annual payments-in-lieu-of-taxes equal to 25% or $297,343 over 10 years to the affected taxing jurisdictions as contemplated in the Development Agreement.

4. Heartland Sheets will also be eligible for 100% state and local sales tax abatement for purchases of certain equipment associated with the project.  The total sales tax abatement for the project is estimated at $929,880 and the City’s portion of the total sales tax abatement is approximately $280,595.
5. The cost/benefit report for the project shows a net positive benefit for all the affected taxing jurisdictions as follows:

City: $495,475
North Kansas City School District: $257,255
Clay County: $15,279
Metropolitan Community College: $14,279
and a potential $4.4 million in additional capital over 10 years with 100% of associated taxes flowing to the taxing jurisdictions.

6. Each item of personal property shall be returned to Heartland Sheets on the 10th anniversary of conveyance to the City (or sooner at the option of Heartland Sheets)
7. The affected taxing jurisdictions were given notice of the project by certified mailing in accordance with Section 100.059.1 RSMo on April 2, 2012 and are not opposed to the local incentive.
	
	Policy or Program Change

Operational Impact Assessment

Finances

Costs & Revenue Projections - Including Indirect 

Costs

Financial Impact

Fund Source(s) and Appropriation Account Codes

Is this Ordinance or Resolution Good for the Children
	 FORMCHECKBOX 
  No      FORMCHECKBOX 
  Yes

Chapter 100 bond issuances are considered “conduit debt” of the City solely repaid by Heartland Sheets resources.  The bond issue will not count against the city’s debt capacity and will only appear on the City’s financial statements as a footnote.  Payment of principal and interest is payable solely out of certain payments derived by the City from the Lease Agreement.  The interest rate shall not exceed 5%, principal shall be payable at maturity date.
Yes.  This project is an important business attraction project and is expected to create 43 net new jobs to Kansas City.


Applicable Dates:  
Prepared by: Kerrie Tyndall, City Manager’s Office
Reviewed by:
Reference Numbers
