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community. Then all that stops and is either going to

other states or just not happening, period.

COMMISSIONER GROSS: Anything else? (No
audible response).

Thank you for being here.

MR. WILLIAMS: Thank you.

COMMISSIONER GROSS: Larry Cox changed his
mind.

Mr. O'Brian? It looks like he's the one
tﬂat's ready.

MR. O'BRIAN: Good afternoon. How are you?

COMMISSIONER GROSS: Good afternoon. How are
you doing?

MR. O'BRIAN: Just fine. I'm going to hand
these out. I'll overwhelm you with paper, if you can't
do anything else, although it's very light.

COMMISSIONER GROSS: State your name.

MR. CO'BRIAN: I will. My name is Rob
O'Brian, 0-B-R-I-A-N. I'm president of the Joplin Area
Chamber of Commerce.

First and foremost, thank you all for being
here today. We appreciate you taking the time to come
to our corner of southwest Missouri and talk about tax
credit programs.

A little different than this memo that I've

e S T R
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given you, but given the tenor of the conversation g

leading into this, I just want to echo a few things
here.

One, the people like Mark Williams and Toby
Teeter, who are already doing projects —-- and they're
certainly not the only ones in southwest Missouri, but
they're already doing projects, and have been doing
projects based on what they understood the rules of the
game to be at the time.

And they tock substantial risk personally to
utilize historic tax credits and other tax credits to
do projects that certainly have added construction jobs
to our area that have helped rezlly support our
economy, even though we, like a lot of the state, have
been in an economic deownturn.

And I think as a matter of good faith, they
should be supported as rapidly and as fully as
possible, given the State's current budget situation.

But again, I think your mission is really to
look toward the future and what can be done in the
immediate future, and in the longer term future.

So starting with the historic tax credits, I
would just say they have a great benefit tc our
community. T think you've heard several comments about

they certainly were utilized first in 8t. Louis and

R U ey
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1 Kansas City, our two big metro areas.
2 It took a little while for people in the

3 development community, whether local or in places in

4 the state looking for opportunities, to find

5 communities like Springfield and Joplin and Cape

6 Girardeau and Columbia and Neosho and smaller

7 communities yet, and really began utilizing the

8 credits. But the use of those credits has been

9 beneficial for our communities.

10 And certainly to do anything that wouid be
11 destructive of the intent of historic tax credits would
12 really have a significant negative impact on a lot of
13 the momentum that has been going on.

14 Cne of the things that I think is very

15 important, and it is hard to quantify. I mean, when
16 you're in a position certainly in the legislature, if
17 somebody is saying, well, you know, how do we quantify
18 the economic impact of this? And Jjcbs is a good
19 indicator of that. And a lot of times beyond the
20 construction jobs, sometimes they don't appear to
21 create jobs.
22 But in terms of the perception of the
23 community and the vitality of the community and the
24 economic impact that comes from that, it can be very

25 significant. 1I've given you a little bit of an
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Kansas City, our two big metro areas.

It took a little while for people in the
development community, whether local or in places in
the state looking for opportunities, to find
communities like Springfield and Joplin and Cape
Girardeau and Columbia and Neosho and smaller
communities yet, and really began utilizing the
credits. But the use of those credits has been
beneficial for our communities.

And certainly to do anything that would be
destructive of the intent of historic tax credits would
really have a significant negative impact on a lot of
the momentum that has been going on.

One of the things that I think is very
important, and it is hard to quantify. I mean, when
you're in a position certainly in the legislature, if
somebody is saying, well, you know, how do we quantify
the economic impact of this? And jobs is a good
indicator of that. And a lot of times beyond the
construction jobs, sometimes they don't appear to
create Jjobs.

But in terms of the perception of the
community and the vitality of the community and the
economic impact that comes from that, it can be very

significant. I've given you a little bit of an
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1 indicator in the memo, but one of the things -- and
2 you've heard projects here, about the Gxyphon Building,
3 about Mark Williams' excellent use of the programs and
4 the kind of great things he's done on the historic tax
5 credit side.
o But one thing we hear from our business
7 members is just the perception of the community, the
8 downtown area. These buildings that are being brought
9 back. There's vitality there. There's these events
10 that occur downtown, and it creates a vitality that
11 businesses appreciate because many of our businessés,
12 despite the economy, are still in a hiring mode, but
13 they're looking for skilled talent.
14 And whether it's our hospitals trying to
15 bring in physicians or skilled technicians, whether
16 it's companies trying to bring in engineers, there's
17 always that perspective of what's the community have to
18 offer? |
19 We know what the job is. And there's lots of
20 communities out there that have a vibrant cultural life
21 that appear to be progressive, and so if you don't.
22 appear to be in that game, that's a check mark against
23 you.
24 And we have heard from numerous, numerous
25 numbers of our companies and their top management that

e ST R R U e S
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1 what is going on in downtown Joplin benefits them in

2 their ability to recruit top talent.

3 We also believe it is very instrumental as we
4 look to bring new companies in over a period of time.

5 And an example of that, going back a few years, just

6 before the economy kind of turned down, was working

7 with AT&T. And at the time it was Cingular. Cingular

8 had gone through a process to establish a new mobile i

9 customer center, it's a business-to-business center,

10 and they completed their merger with AT&T.

il And there were people with AT&T that really
12 had been in Missouri and Kansas 20 years ago, and they
13 were in Atlanta and Dallas and these very vibrant

14 communities. And they had in their mind a picture of
15 what southwest Missouri looked like, quite frankly.

i6 And they wanted to bed everything that the Cingular

17 folks had done to that period of time.

18 And‘we took them around and they literally

19 said, you know, "We have tc apologize to you because we
20 had this picture of kind of the rust belt, dieing small
21 metro community, and what we see here is a community

22 that's beginning" -- because we were in the beginning
23 process, but beginning to turn it around. The

24 buildings were being restored.

25 Streetscapes were being done. We had

o e e o
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leveraged the incubator tax credits mentioned earlier

LT G

R e S

to establish our incubator restoration of a 1911

building, and so that.brought us 500 jobs. And it's
been 500 jobs despite the economy's ups and downs.
It's been 500 good jébs in ouf community since 2007.

So these kind of programs do have a benefit.

I do think it's the 800-pound gorilla that
everyone is looking at. Certainly one of the things
that is going to be discussed and debated is, is there
a way of, you know, lowering the caps on the project?
Lowering the percentages of the credit in historic tax
credits?

In the current budget climate, certainly

everything has to be considered, but I would just echo
Mark's comment earlier. I think we have to make sure
that we don't throw the baby out with the bath water in
terms of getting perhaps a better handle on historic
tax credits that éatisfies most folks.

We also have to de it in a way that protects
smaller projects, regardless of where they occur. And
you know, in essence, protecting the iittle guy. But
somewhere in there, there has to be a mechanism that
somewhere smaller projects are glven as much
consideration as some of the larger ones.

I'd also say that I would think any

e e e P e
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recommendation that then comes into legislation ought

to be for about two years. That gives a little bit of
time to see where the economy is going. It gives some
tgme and some certainty for people to know what the
rules are at that point in time.

And hopefully, in two years, when you can
have another review of this, the economy looks better
and some other decisions could be made in the process.

Going back to my memo, you know, one of the
things, doing this for 25 years, 15 of those years in
Missouri, the nuts and bolts economic development, the
job creation aspect of that, this state, the Department
of Economic Development people, and the legislature
worked very hard a few years ago essentially on several
programs. Enhanced enterprise zone was one, quality
jobs was another, and then the continued enhancement of
the build program.

And frankly, most of us in the day-to-day
econcmic development world kind of consider those the
big three. Those are the best tools we have when we're
trying to leverage existing companies into expahsipn,
or new companies into our locations.

They, right now, collectively are about 130
million, I think, and they have been very goocd programs

for our state. Those are programs, by the way, that

R T T
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1 alsc are really kind of a pay-as-you—-go.
2 In other words, with those programs, there's
3 nothing up front until those jobs are created. Until
4 that investment is made, those programs do not go into
5 effect. So even though they may be allocated, until
o) there's an actual direct benefit back to the community
7 and the State, those credits don't go out the door.
8 And so I think it's very important to
9 recognize that there are different types of credit
10 programs: some of them go out up front, and others that
i1 go out when there's performance. And so I think it's
12 very important to keep these programs intact.
13 A couple of things, as you know, we've
14 certainly talked about it in economic development
15 circles, is -- that could be helpful. &nd again, given
ie6 the current econbmic climate, it may be useful to look
17 at these as a pool as opposed to three capped programs.
18 Because we do find that as time goes on, sometimes you
19 have a project that qualifies very much for this
20 program, whatevef this program is, enhanced enterprise
21 zone. But we're capped.
22 And so we got this nice little table back
23 from DED that shows, you know, little stars in it where
24 actually the dollar incentives would be in terms of the

25 credit benefit for two or three years out until they
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1 know the legislature will get to reauthorizing or z

2 whatever.

3 I ﬁhink if DED had scme flexibility to move

4 credits among programs, that would be beneficial. It

5 would also kind of set from a legislative standpoint,

6 it really kind of removes that session by session,

7 well, this year we're dealing with this program and

8 credit caps, and then next year, we capped out the

9 other one. Now we have to deal with this program.
10 Now, you know, we've covered two or three bases with
11 one pooil.
12 Separate from that, but probably linked to
13 that, if you have a pool of programs, one thing that
14 would be good to consider certainly is how to upfront
15 these programs. Most of them are five-year programs.
le Some of them are longer in terms of the payback.
17 What we're finding is that again in the
18 current economic climate there are projects out there,
19 but other states have come up with deal-closing funds
20 and basically they think they can put in the first year
21 or two of a project.
22 These three programs are very good. They are
23 actually very aggressive, but they're extended over a
24 period of time. And so if there is a way to front load §

the benefit with appropriate -- with an appropriate
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1 claw back or other provision -- again, making sure that

2 that performance is there -— I think that would be

3 beneficial over the long haul. 2nd again, with

4 flexibility, some abilities to front load on key

5 projects -- not every project, but certainly on Xey

6 projects in the state, I think it would be feasible

7 for, again, a couple year period to maybe reduce that

8 total cap of 130 million by a little bit and get a

5 little more breathing room in the budget.

10 Training programs —— and Dr. Marble knows

11 this as well as anyone. The new jobs training program,
12 retained jobs training program, are stellar. They're
13 very good programs. They're very flexible. They're

14 very useful. They're not true tax credit programs
15 because, again, they're kind of a pay-as-you-go.
16 There's an econcmic benefit to the State
17 before the money goes cut the door. We need to make

18 sure that they're adequately funded, and really enhance
19 the ability to train and retrain our Missouri workers
20 for the kind of jobs that we hope that we both expand
21 and attract to our communities and our state. Higher
22 skills, higher wages. And we need to make sure we
23 address those.
24 I think overall there's about 70 tax credit
25 programs that you're looking at in the state. Some of
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those go back more than 30 years. And probably some of

them were great ideas at the time. Probably scme of
them may still bé great ideas, but they're either
underfunded and consequently not making the significant
impact, or they just have run their course.

I think if you can look at some of the
programs and find those that are similarly directed and
pool them together, just like we talked about job
creation, and find ways to enhance the impact, that
would be great.  You get more bang for the buck. If
we're not going to get any bang for the buck or
anything significant, then let's end it and get the
savings ocut of those programs.

I think anything that you do should be aboutl
a two-year window —-— maybe three. But probably a
two-year window to allow time, without legislative
modification from year to year, to see how any changes
sink in, and what kind of benefit or not we're getting
out of those, and then be willing to move forward in a
couple of yéars based on the economic climate at that
time.

and finally, I think that one thing, it's a
very hard task that you have. You know, is a clear-cut

set of priorities, you know. In my position, in the

position of some of the people you've heard from, like
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Mark Williams and Toby Teeter, those kind of things i

that have a direct job impact, that have a training
impact, that create construction jobs, that revitalize
communities, you know, that's our priority.

I know there are other people here who are
good friends, they look at their programs that serve a
social need, that help people who are in desperate
straits. That's a priority.

And we have a lot of pricrities in the state.
And I think the difficult task you have really is to
put some kind of line-up to those to say, based on the
dollars we have and the ability we have to fund
programs, here's the way it's going to have to line up.

But I think as a commission, you -- we kind
of expect you to do that because of -- if it's clearly
articulated and there's a set of priorities that we all
can get behind because we understand it, then there
will be the legislative support to take action.

Thank you very much for your time this
afternoon.

COMMISSIONER GROSS: I hope it works just the
way you laid it out there.

CCMMISSIONER WOOD: You make it sound easy.

MR. O'BRIAN: You know, I've been on that

side, too, and it is not. It is very difficult. And I
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know, Senator, you know that very well.

COMMISSIONER GROSS: Yeah.

MR. O'BRIAN: That even with all good
intentions, when January comes, everything's up for
grabs again.

COMMISSIONER GROSS: Questions? Comments?

COMMISSIONER ANDERSON: A gquestion. Rob, I
think I know your response, but socme have suggested
that tax credits be subject to annual appropriations.
What would be your reaction to that?

MR. O'BRIAN: Well, I think the impact of
that, Jim, is really which credits?

And again, I think part of that issue is when
you have programs that are essentially pay-as-you-go,
that there is an economic impact that has to occur
first, before the credits are awarded. Things like
quality jobs and build, and those types of things.

You know, in a very real way, they've kind of
just done a loop around the state and, you know, again,
somewhat in a perfect world, but should have an overall
positive economic impact on the state, but certainly
not a negative -- not a, we put money out on the table,
because you've already gotten the economic benefit.

And so I think to put those into an annual

appropriation setting really is probably not

vy S i
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necessarily giving full consideration to the dynamics

of those types of programs.

We do have other programs, certainly, that
has to be a consideration.

COMMISSIONER ANDERSON: As you would visit
with a business prospect, don't you think that would be
a major negative? If the tax credits would not be
guaranteed, it would be subject to the annual
appropriation, at the whim, obviously, of the
legislative session?

MR. O'BRIAN: I think, as mentioned earlier,
we have had cases -—- and, you know, with all good
intent. But we've had cases in the past where we've
been working with Sallie and other people at the
Department of Economic Development, and because there
has not been an appropriation made that raised a cap on
a program, they do this nice chart of, you know, what's
your five-year benefit based on the payroll and the
investment and all of those types of things, and it's a
bunch of little asterisks in the box.

And what you caﬁ say is, you know, if the
legislature approves this, then by golly, this is what
you're going to get. But today you have a bunch of

asterisks in a box.

And frankly, that doesn't gc very well. One
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thing businesses need, the one thing investors need in
historic projects is certainty. They need to know
that, you know, there’'s rules to the game, and that the
rules are followed, and that there is certainty not
just today, but five years out, ten years out.
Absolutely, Jim.

COMMISSIONER GROSS: Thank you for being
here.

MR. O'BRIAN: Thank you very much, Senator.

COMMISSIONER GROSS: Alice Malinowski.

MS. MALINOWSKI-SUNDAY: Allison
Malinowski-Sunday.

First let me thank you very much for having
this hearing in Joplin. It is a rare occurrence to
have these sorts of events here in our part of the
state. So thank you, and welcome, and I hope you have
a great visit. |

My name is Allison Malinowski-Sunday, and I'm
the executive director of a local non-for profit
domestic violence shelter.

I've had this position for just about 30
years and have seen really a tremendous change in the
way the State of Missouri funds domestic violence

services, and one of those ways is through the domestic

violence tax credits specific to our programs.
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1 MS. MALINOWSKI-SUNDAY: And I guarantee, that

2 one gift would not have come without the tax credits.
3 COMMISSIONER GROSS: Anything else? (Nq

4 audible response).

5 Thank you very much.
6 MS. MALINCWSKI-SUNDAY: Thank you.
7 COMMISSIONER GR0OSS: Did anybody else sign up

8 that I missed? (Hand raised).
9 Come forward, sir. Did you sign up and I

10 didn't get it? Here we go. Are you Lane?

11 MR. CLEVENGER: Yes, sir.

12 COMMISSIONER GROSS: Welcome.

13 MR. CLEVENGER: Thank you.

14 COMMISSIONER GROSS: State your name for the

15 record.

16 MR. CLEVENGER: Lane Clevenger,

17 C-L-E~-V-E-N-G-E-R.

18 I'm a small business owner here in Joplin. I
19 get paid being a finaﬁciél adviser, and I serve as a

20 president for a not-for-profit organization called the

21 Discover Downtown Alliance. And we have zero employees
22 and are just a volunteer organization that is

23 supporting the revitalization of our downtown district.
24 And I've been serving on the board for, I believe,

25 about four and-a-half years now and have seen a

B T,
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complete transformation of our downtown district.

And because of the friendships I have and the
businessmen that I know that have been involved in
these projects, T realize that this revitalization that
we have experienced would not have happened had it not
been for these tax credits.

And so I am here just to let you guys hear
another voice of somebody in the community who would
echo things you've already heard Toby and Mark and Rob
say about what this has meant as far as economic
deﬁelopment in‘Joplin, Missouri.

our dowantown is the front porch of our city,
and our front porch wasn't looking so good five years
ago. But it's turned the corner, and I would encourage
you guys, as you consider the decisions you have before
you, in my business as a financial adviser, when I'm
talking with clients, as much as we can have black and
white, the better.

And I think for future projects, particularly
like Mark Williams -- he's a friend of mine. You guys
just heard from him -- these projects, it's going to be
difficult for them to get off of the ground if all the
rules are not right there in front of them.

So gray area causes unrest for everyone

invelved in the project: the guy who is trying to get

R T e
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1 it going; the banker; you know, everyone along the way. 7

2 If there's things that are up in the air, it causes

3 unrest. And I think particularly we're -- we haven't

4 reached, you know, critical mass by any means in our

5 downtown. We're just kind of right on the precipice of 5
6 something.

7 This Gryphon Building that you guys heard

8 about is in the 1000 block. We've had qguite a bit of

9 revitalization happen in the 3- to 500 block, but

iQ there's two really crucial areas yet in our downtown

11 that have a lot of historic buildings. Actually, two
12 of those blocks, the 7- and 800 block are -- or excusé
13 me, the 800 and 900 block are slated to be added to the
14 national registry. But if -- if folks aren't able, in
15 those two blocks, to be able to take advantage of some
16 of these tax credits, I'm afraid that we won't see any
17 revitalization happen in those'projects just because
18 the scope of them is significant for the investor to
19 consider.
20 COMMISSIONER GROSS: OQuestions? (No audible

21 response) .

22 Thank you for being here.
23 MR. CLEVENGER: Yeah. Thank you.
24 COMMISSTONER GROSS5: Mr. Farrell, did you

25 want to come forward?
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1 MR. FARRELL: Yes.
2 MR. BURLISON: I want to cross—examine this
3 guy .
4 MR. FARRELL: 1I'd be happy to take any

5 questions after I leave.

6 My name is Jim Farrell, and I represent

7 Policy Solutions. Been working with the Historic Tax

8 Credits Coalition. Have for several years. Also

9 working with the innovation centers and incubator tax
10 credits, and echo the messages that have been

11 reiterated earlier by Steve Russell and things that are
12 done in Joplin.
13 They've mentioned last anight in St. Joe. But
14 there are ten others around the state that are doing
15 the same type of activity in creating companies and
16 creating jobs.
17 But the reason I wanted to Jjust speak up at
18 this point on the histeoric tax credit, because there
19 have been a few questions that have been askéd that the
20 answers, I think, have been unclear.
21 I wanted to just, you know, get that
22 information out there and make sure that there's not
23 the misunderstanding. But I think what the gentleman
24 just mentioned and what was identified previously in

25 terms of creating this business climate and creating an
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1 atmosphere that has provided an incentive for private

2 investment is really the focus of this historic tax
3 credits program.
4 These gentlemen have brought in the private
5 investment, worked with financial institutions to put
6 these projects together, and many of us are aware of
7 the many projects that have been done in St. Louls or
8 Kansas City and large projects and small, but the real
9  impetus of this is now reaching out to more than 58
10 utilities around the state.
11 Main streets are now being revitalized with
12 this program, along with other programs that DED has
13 put together previouély in the DREAM program, but
14 showing small communities how they can utilize the
15 economic development tools that exist in conjunction
16 and cooperatively with others to really make it work.
17 I mean, Springfield has done a fantastic job
i8 of utilizing all the different tools to bring the
19 downtown back. But it also, as Rob mentioned, is
20 providing a business climate that can benefit from
21 quality jobs and build because it's providing that
22 atmosphere of positive growth and positive movement in

23 many of these communities.

24 And the competition continues to grow, but we

25 feel that the Historic Tax Credits Coalition has been
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one of the anchors and one of the anchor tocols that has

been successful in bringing that private investment to

Missouri.

What's happening right now —-- and, you know,

we started negotiating two sessions ago to work out

some of the issues on caps and provide predictability
and accountability, and I would say that there's
probably no other program at DED that has more
accountability than the historic tax credits.

There are many levels of criteria that they
have to meet, levels of audits that are met on the
projects individually. The valuation of DNR,
Departmeni of Economic Development, the auditor's
office, the ovérsight. I would question if there were
any other programs that had to meet so many
requirements. And people are willing to do that. But
the certainty is the big issue, as they mentioned.

And right now, within the last year to two
years, that certainty has diminished dramatically. And
we have met with bankers, and talking to them, the
people that have funded projects, you know, here in
Joplin, in St. Joe, and all around the state, that are
now saying, "We are taking our mcney to other states
and investing there.”

Minnesota just started a new program. Iowa
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is investing more. Kansas is investing. Illinois is

on the verge of starting a new program because they
recognize this as a valuable tool to bring private
investment back into these towns and cities that
weren't, quite frankly, happening.

But now they're saying -- and many of these
are bringing private investments from out of the state
as well. They're saying, you know, "We have too many
guestions."

And just like Mark Williams mentioned, the
banks are saying, you know, "We" -- you know, "We don't
know what's going to happen," whether it's from a
legislative standpoint or from a department standpoint.
So that uncertainty has really changed the atmosphere.

The other thing I wanted to mention, you
know, the legislation that was two years ago that we
crafted -- 191, I think it was -- that did put in place
a cap, 140 million, but it also put in a cap on
residential. That was brought up yesterday, that
there's a perception that you can do these millions of
dollars. There was a 250,000-dollar cap put on
residential.

and then in order to -- because so many small
towns were using the vehicle, we put in place a

protection for small projects that anything under
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it wouldn't —-
cap, you know,

we felt 1t was

moving forward.

So I

Mike, you had

COMMISSIONER WOOD: I read that in your
affidavit. I saw that.
COMMISSIONER GROSS: Jim, I think some of

those things were put in there because of reported or

perceptions of

it abuse, or just not what the programs were intended
to be, let's put it that way.

MR. FARRELL: Correct.

COMMISSIONER GROSS: And I think a lot of
these, that's what I'm looking for, you know. Is it
right to —- and is it the intent of a credit program to
pay for a single-family residence improvement, where

the property value is a million dollars, the owner

makes multiple

taxpayers of Missouri are saying, "Why should that
house get a credit?"

MR. FARRELL: That was the argument that was

brought up.

www.midwestlitigation.com
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credits would remain under the cap, that

those would be funded. And we hit the
they wouldn't be impacted by that. 3o

very important to keep those projects

just wanted to make sure, because I know

some of those gquestions.

-~ I don't know whether you would call

hundreds of thousands of dollars, and
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1 COMMISSIONER GROSS: Exactly. BAnd that's

2 what I'm saying. And that's what we're looking for,
3 those kind of things.
4 The gentleman earlier said that there was a
5 project approved last year that shouldn't have been. I
6 really doubt that the people who had that project came
7 into the room today to say, "Yeah, it was mine.”
8 So we've got to try to find out what was
9 that? What was —-- why was that one approved? Maybe we
10 need to change eligibility. Because it's not just
11 about caps.
12 MR. FARRELL: Right.
i3 COMMISSIONER GROSS: Which is where everybody
14 focuses on all the time because that's real quick. You
15 know, reduce expenditures, put in caps, put in subject
16 to appropriations.
17 | But that's ndt the only answer. It's fine
ig tuning these things. Because either they were written
19 poorly, the language was written poorly and it's
20 subject to interpretation, and it's been interpreted to
21 allow those kind of things to happen until it's
22 tightened up or been expanded over the years. 1I'm not
23 really sure. But either way, that's what we've got to
24 go after.

25 MR. FARRELL: And those are legitimate
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1 comments that we had two years ago when we rewrote the

2 ianguage. And the perceived abuses, andrprobably some
3 occasions that did occur on fhese. Portland Place,
4 whatever, is what they identify.
5 But I want to point out that that's maybe one
6 thousandth of one percent in terms of the total picture
7 of all the programs. And that's why we did put in that
8 restriction in place, so that it wouldn't be there.
9 I don't know how many of those homes
10 happened. But, more importantly, what's happening is
11 in Shaw Park, in Benton Park, in these smalier
12 communities, there's some identified in St. Joe, where
13 they're going in -- and Mark identified in Murphysburg
14 neighborhoods —--
15 COMMISSIONER GROSS: Sallie just told me
16 something, and I want to make sure it gets in.
17 MR. FARRELL: Ckay.
18 MS. HEMENWAY: In the historic program, there
19 is no cap on the single-family residence. What House
20 Bill 191 did was it offered the opportunity for any
21 individual who was rehabbing their home, who had come
22 in and gotten approval, who had gotten in line --
23 because it's now a capped credit and you have to be in
24 line, versus before there was no line, the -- if you

25 were willing to —-- if you had qualified rehab expenses
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1 that were over a million deolilars, but you were willing

2 to accept $250,000 as your final, you know, 25 percent
3 payment, that you would not be subject to the cap.
4 So the individual homeowners can get in line,

5 and they can make more than $250,000 if they have

6 qualified rehab expenses for it. But if they choose to
7 accept it, they're not subject to the 140
8 million-dollar cap. They don't have to get in line.
9 They can just move forward and get their tax credits
10 issued. So I wanted to clarify that.
li MR. FARRELL: That's because that's an
12 important distinction, because I believe it was the
13 intent in rewriting it that there would be a
14 residential cap of 25C on all projects. But if that's
15 the interpretation, I'm glad you clarified that.
16 Because it was our understanding in discussion of that,
17 and with the senators that were there, that the intent
.18 was to cap that at 250 for residential.
19 MR. BURLISON: I guess the other point that I
20 was making, though, in terms of the residential, more
21 importantly what's that happening is that these smaller

22 communities are being stabilized.

23 Many neighborhoods in St. Louis have been

24 stabilized. But in St. Joe, in Joplin, and places all

25 over the state, these are bringing back one house here
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prompts the other house maybe not to get tax credits,

but to restore itself.

And then new homes are being built on empty
lots, where they're filling in. But a lot of these
neighborhoods where they've been really decimated by
abuse are being revitalized with the smaller tax
credits as well. So that's why we think it's still a
valuable program for residential, but let's keep it as
a reasonable rate.

And the other point that you bring out is,
you know, are there refinements that can be made to
make it a better program? And as a subcommittee, we
are participating in trying to deal with those issues
and, you know, improve it.

It's a model program. It's been stated that
it's one of the best in the country, if not the best,
because other states are modeling after Missouri
because of the private investment that it generates.

So those were the points that I wanted to
clarify. I'm glad Sallie menticoned that.

COMMISSIONER GROSS: Do you have clients that
use the édoption tax credits?

MR, FARRELL: The adoption, no, I do not.

MR. BURLISON: Jim, I wanted -- I'm having

this dilemma, because we're hearing projects were being
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1 stopped because of politics, because of delay.
2 This time last year, I was on the Governor's

3 task force for the housing commission; We had four
4 months of hearings. Throughout those -- the testimony
5 there, we heard from developers who are saying, "We
© need the State to assist us because the banks won't
7 glve us any money."
8 They're not even talking about credits. This
5 is totally outside of the credits.
10 and then T sat on the Governor -- for the
11 Governor on MHDC, and we hear in our meetings, "We
12 -can't get money from banks because things have
13 changed."” And now on the historics, we'lre hearing,
14 "They won't allow -- they won't count our historics as
15 our up-front equity. They want us to put money out of
16 our pocket now, and they'll look at that later."
17 And the dilemma I'm having here is, this is
18 the banks that have —- I mean, we've had a real
19 undermining of the banking industry, and I'm just
20 having trouble weighing out hanging this on the State
21 in handling its credits versus would this tightening of
22 loans for the new home construction industry, for the
23 low income industry, and the historics, have happened
24 anyway if the government of Missouri was business as

25 usual? I mean, can you guantify how much is related to
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i the environment?

2 MR. FARRELL: Yeah. Let me grab one sheet of
3 paper that I have on that.

4 But there's no doubt that the business

5 climate, in terms of the financial industry, has

6 tightened the grips on everything. And that was one of
7 our arguments as it related to the caps, that the

8 marketplace is, vou know, limiting what projects are

'9 out there, and we recognize that. And so we think that
10 was naturally, you know, slowing down projects, and the
11 number of projects.

12 However, you know, just loocking at the

13 figures on authorized issuance and redemptions, just --
14 and it keeps bringing up 189 million or whatever in the
i5 previous year. Well, actually in FY 2010, there were
16 99.5 million authorized, 107 issued, and 100 -- almost
17 108 redeemed the first half of the year. From July 1
18 through the end of December 31st, there were
19 86.2 million authorized. From January 1 to June 30th,
20 there were only 13.3 million authorized.
21 Bnd so, obviously, that's a dramatic shift
22 from the first half to the second half.
23 Now, first half, because of the new rules,

24 there, I'm sure, was an influx of projects to get in

25 before that deadline. So recognize that.
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1 MS. EEMENWAY: I would say a deluge.
2 MR. FARRELL: Yeah. But it was typical of

3 what the years were pbefore. But no doubt that the
4 commercial lending has been an influence.
5 But Pete, who deals with the coalition -- and i
6 T was going to mention this before -- the message that
7 we've heard from the Gryphon Building, we've heard from
8 small projects that were houses, to large projects in
9 St. Louis that have ended up costing people in the
10 realm of 500,0060.
11 But another house in a small town was, you
12 know, they couldn't get their roof done because they
13 didn't want to do the project because they didn't get
14 the qualified, you know, expenditure beforehand.
15 So it's the expanded review that -- I guess
16 the letters went out in June, have just -- projects
17 that were ready to be approved and had gotten the
18 approvals, to our knowledge -- you know, what we've
19 been told -- were ready to go, some in March, and
20 they're still waiting on the expanded review to be
21 completed. You know, I have no knowledge of what the
22 details . are on the individual projects, but it's been
23 multiple examples from small towns to the larger
24 cities.

25 ME. BURLISON: But if those credits were
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tomorrow approved, it doesn't solve the front money

skin in the game that the banks are now demanding, does
it?

MR. FARRELL: In certain projects, I1'm sure
it does. In other projects, it won't. The climate of
uncertainty has been created, and the cloud is there,
you know, with people that have traditionally been
doing these projects. BAnd they're saying, you know,
"We're moving our money elsewhere."We've been told
directly that. Because many of the banks that are
major Missouri banks are working in other states, and
so they have flat-out said, "We are looking elsewhere
to invest the money."

But I mean, the business climate around the
country is negative. So, you know, it has a definite
influence.

COMMISSIONER GROSS: Chris has something for
you.

MR, PIEPER: I have two guestions. One, you
mentioned —-- I think you just mentioned again there,

too, the other states.

MR. FARRELL: Yes.

s g

MR. PIEPER: I think you said Minnesota?

MR. FARRELL: Yes.

MR. PIEPER: Do you know what -- do they have
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1 a program that's currently in place?
2 MR. FARRELL: Yes. They've just started a
3 program that's been put in place.
4 MR. PIEPER: Do you know what the cap 1s on
5 that program?
6 MR. FARRELL: It's my undefstanding that

7' there's no cap, but I would have to get the information
8 on that. |

9 MR. PIEPER: And Kansas, too. I think they
10 have a program as well, you mentioned?
11 MR. FARRELL: Yes.

12 MR. PIEPER: Do you know what the cap on that

13 one 1is?

14 MR. FARRELL: I don't have that information.
15 Pete? Do you have it?

16 But I can get that information.

17 MR. PIEPER: Because I think at other

18 commissicn hearings, I think some of the commissioners
19 were obviously very interested in what some of the

20 other states are doing.

21 And I know that Ohio has a historic program,
22 but I think they only have maybe $500,000, méybe

23 $5 million. I mean, the caps are substantially lower.
24 So I think this would be where the banks might be

25 moving their money, to other states that have programs.
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MR. FARRELL: Right.

MR. PIEPER: The other issue, on House Bill
191, the -- I guess the cap that was put in place, that
was a staged cap; right? I mean, it didn't all hit at
once, basically?

MR. FARRELL: It started January lst. So
70 million would have been for the fiscal year.

MR. PIEPER: Right. And then July lst of
this year was when the full cap went into place?

| MR. FARRELL: Right. So 70 million was from
January 1 to June 30th, and then 140 for fiscal year
'11.

MR. PIEPER: And then going forward now from
July 1 of every fiscal year, at DED we have to enforce
that cap.

MR. FARRELL: Correct.

MR. PIEPER: And I can say from what I know,
I mean, part of the challenge is putting in place a
140 million-dollar cap when, because of the economy, we
may not issue $140 million in credits.

I mean, you just said in FY '10 it was closer
to a hundred. But we have to put a cap in place, and
have to do it in order as if we will hit that cap,
because there will be future years where I assume the

program will be back up to $140 million, or perhaps
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1 even more. So you might have people fighting over that |

2 last bit of cap space.
3 MR. FARRELL: We hope that does occur,
4 because what that means is that the economy is building
5 and that private investment is coming back to these
© projects. But I thought we put all that in place in
7 that bill.
8 MS, HEMENWAY: I think Chris' point is -- and %
9 you and the gentleman from fhe Gryphon Building, I'm
10 not discounting at all what I've heard from your
11  testimony.
12 What I think people are not recognizing,
13 however, is when the cap was put into place and when it
14 became effective July 1, the full cap, it required us
15 to put projects in a line, even though intrinsically,
16 we may think that it won't hit 140 million-dollar cap
17 this year. That meant that everybody had to come to
18 DED, get in line, go to the State Historic Preservation
19 Office in line, come back in line.

20 Aand it created a difference in the way that

21 we evaluate projects because no longer could the State
22 Historic Preservation Office just pull from a pile in

23 any random way that they wanted to. They have to

24 address things in the order, in order for the

25 individual projects to get their due -- or their fair
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access to the credit. g

So those steps in that process is what was
implemented on July 1, and that's what the letter we
sent out to all of the applicants at that point was,
that this -- this will expand the review because of the
steps put into the place in House Bill 191. That has
somehow morphed into a larger conversation.

The other point that I wanted to make is that
we were both right. There is starting -- we don't have
any yet, but there is starting a cap on the residential
properties. That came into effect in the new year as
well.

MR. FARRELL: January 1st.

MS. HEMENWAY: Yeah. And so I apologize. We
just haven't experienced any of them yet because we're
still working on projects that were ...

MR. FARRELL: All right. I'm glad, because 1
think everybody's intent was the same.

MS. HEMENWAY: Right. It is still true that
you can take less than 250 and still get out of line.
The comment I made 1is indeed true. You don't have to
be subject to the cap, but there is a cap of $250,000
on any single-family residential dwelling,
non-income-producing residential dwelling.

MR. FARRELL: Remember that definition.
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1 Struggle,
2 COMMISSIONER GROSS: Anything else? (No
3 audible response).
4 Thanks, Jim.
5 MR. FARRELL: Thank you.
6 COMMISSIONER GROSS: Any other highly-paid
7 consultants that want to come forward?
3 CCMMISSIONER WOCD: Buf hard-working.
9 COMMISSIONER GRO33: Now, Peter George.
10 MR. GEORGE: Hi, my name is Peter George.

11 I'm with the Coalition for Historic Preservation and
12 Economic Development. I am also a real estate

13 developer. I would like to testify and mirror a lot of
14 what was explained today, but particularly to the

15 smaller projects.

16 I started my development company doing small
17 houses, 1300-square-focot houses in the City of

18 St. Louis and the Fox Park neighborhood. Literally,
19 one house went to two houses, two houses went te four,
20 and four went into the block.

21 And at the same time that we were working in
22 this block, other developers did come in. And it was
23 more of a collaborative effort of developers utilizing
24 the state historic tax credit program to bring back a

25 completely blighted block in the city of 3t. Louis and
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Struggle.

COMMISSIONER GROSS: Anything else? (No
audible response).

Thanks, Jim.

MR. FARRELL: Thank you.

COMMISSIONER GRCSS: Any other highly-paid
consultants that want to come forward?

COMMISSIONER WOOD: But hard-working.

COMMISSTIONER GROSS: DNow, Peter George.

MR. GEORGE: Hi, my name 1s Peter Gecrge.
I'm with the Coalition for Historic Preservation and
Economic Development. I am also a real estate
developer. I would like to testify and mirror a lot of
what was explained today, but particularly to the
smaller projects.

I sfarted my development company doing small
houses, 130C-square-foot houses in the City of
St. Louis and the Fox Park neighborhood. Literally,
one house went to two houses, two houses went to four,
and four went into the block.

And at the same time that we were working in
this block, other developers did come in. And it was
more of a collaborative effort of developers utilizing
the state historic tax credit program to bring back a

completely blighted block in the city of St. Louis and
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1 in this neighborhood.
2 We saw people move in from out of town. We

3 saw small families move in these houses. These are
4 houses that will stand for another hundred years, where
5 they were once vacant, missing walls, and that kind of
6 thing.
7 So the historic tax credits helped us put --
8 the provisions of the historic tax credit helped us put
9 these buildings back together where one would last for
10 a long time, but also bringing people into the
11 neighborhood and such.
i2 On behalf of the coalition, I wanted to
i3 address a little bit about the uncertainty that we've
14 been discussing together today. As Jim has indicated,
15 we have heard from both small communities and large
le communities about the uncertainty of process, as well
17 as from small developers and big developers.
18 One element I do wani to, I guess, bring out
15 is the letter that Sallie had mentioned.. And the
20 expanded review wasn't necessarily clear. And since
21 you clarified that, the new line-up process is causing

22 this expanded review.

23 I have personally called DED and asked where,
24 or how, how long, or what? What is that going —-- and I
25 wasn't able -- or didn't get an answer.
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and the person wasn't able to give me an

answer because I think it was so new, and so when the

letters came out in the community, it kind of set up

all these red flags, and an answer wasn't provided.
So I guess I would suggest that if a

follow-up answer could be put out that because of the

" new HB191 regulations is causing this queue, and so we

have to follow the queue between DED and SHPO, and from :
SHPO back to DED, it might require a little bit more
time, and then put a definition behind the time.

Because currently on the web site, I believe
it's 60 business days at the back-end review process
that DED has to finish the review process.

In doing se¢, the banks expect that once a
developer hands in their final application, that within
60 days they're going to get their bridge loans paid
off.

So the fear is that if there's this expanded
review, and you can't define how long the expanded
review is going to be, there's added burden on the
bridge notes, there's added burden on the developers
who are already overstressed with the way the econcomy
is, and that kind ¢f thing.

So that would be my suggestion on those

letters.
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1 Regarding historic tax credits, and starting

2 projects and using the historic tax credit as an equity
3 pledge against projects, I've got a project that I've

4 been searching or looking at in Kansas City that I went
5 to a bank and explained to it had both federal and

6 state historic equity available to it. Would they be

7 interested in partnering on this?

8 It's a bank that does quite a few state

9 historic projects, and their comment to me was that
10 they wanted to be behind us or behind the acquiring
11 bank —-- or excuse me, behind the bank that had the
12 first loan -- I'm sorry. They wanted to be in first
13 person on a loan for the historics bridge notes, as

14 opposed to the acquisition acquiring entity being

15 first -- or acquiring bank bheing first.
16 S50 =-- did that make sense?
17 So from that aspect of it, the uncertainty

18 around the program into itself as to just the overall
19 aspect of it led them to think that there might be some
20 issues arcund historic equity.

21 In the past, I've been able to go to banks

22 and say 25 percent of my costs are going to come back.
23 I've been able to use that as the equity in the project
24 and put up a small amount of money, ©of my own money.

25 Whereas, I understand the overall sweeping regulations
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1 and federal regulations are causing issues with that.

2 But it was a tool that, as a small developer, a little
3 bit of money, or I could bring in other people and the
4 pool money and create the better out of the smaller

5 amount.

6 COMMISSIONER GROSS: 1Isn't that what you were

7 saying, Mr. Williams?

8 MR. GEORGE: Yes. Yeah.
9 COMMISSIONER GROSS: That's the issue.
10 MR. WILLIAMS: It's never using all of the

11 credits as your collaterals. It really helps.

12 MS. HEMENWAY: I think we also have another
13 issue that hasn't come to the table yet, and that is we
14 have a former developer who has a couple of federal

15 indictments against him for assigning the same tax

16 credit to two different banks in at least one occasion,
17 if not more. And although they might be independent

18 and large corporate banks, independent of one another,
19_ the banking community is very small.

20 MR. GEORGE: Really?

21 MS. HEMENWAY: When it comes to knowing --
22 knowing what the reality is out of the market.

23 And I do think that the fact that two banks
24 had assigned the same credit, and given both banks had

25 given loans on that same credit, has also added to the
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1 issues that developers are facing in getting up-front

2 financing and getting -- it is directed specifically at
3 the bridge loan, at the construction financing phase,

4 and not at the permanent loan. So I just wanted to add
5 that.

6 MR. GEORGE: I would add that if there's a

7 way to create more confidence with the banks on the

8 fact that there are developers out there who complete

9 their projects, there are construction companies that
10 complete their projects; so it is a source that helps
11 start the engine, if you will, prime the pump to keep
12 things going.
13 So that would be one of our suggestions.

14 Thank you.

15 COMMISSIONER GROSS: Very good. Questions?
16 (No audible response).

17 No. Thanks for being here, Pete.

18 MR, GEORGE: Thank you.

1 COMMISSIONER GROSS: Anycne else? (No

20 audible response).

21 Anyone else? (No audible response}.

22 We stand at -- we're going to go ahead and
23 stand at recess until 7 o'clock.

24 (A recess was taken from

25 5:45 p.m. to 7 p.m.)
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access? Or that's not really applicable to Isabel's

House?

MS. PRATT: No. We use Children in Crisis.

MS. HEMENWAY: Children in Crisis. All
right. Thank you.

MS. PRATT: You're welcome. Thank you.

COMMISSIONER GROSS: Next? There are only
two of you, so you can -- did you want to testify?

MR. NEAL: Sure.

COMMISSIONER GROSS: I should have loocked.

MR. NEAL: Be delighted.

Thank you, sir. My name is Jeff Neal,
N-E-A-L. I own Neal Group Construction. We're a
restoration and remediation company here in town.

COMMISSICNER GROSS: Thank vou.

MR. NEAL: So the documents you have on the
desk here, this is actually -- we're actually the
general contractor on this project.

COMMISSIONER GROSS: Oh, yeah. We talked for
quite a while with those folks about that project.

MR. NEAL: And I'm here to talk about both
the benefits of the historical tax credit program, but
also the benefits to the Brownfields, the volunteer
cleanup program,

COMMISSIONER GR0O3S: Ckay. Welcome to have a
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1 seat and tell us what is on your mind. '

2 MR. NEAL: Thank you. I'm sorry. I was

3 informed of this meeting, and I just came and put

4 together a few gquick thoughts.

5 The Gryphon Building development was the

6 largest building construction project in the city of
7 Joplin last year, and it would not have been possible
8 without the help of both Brownfields tax credits and
9 historic tax credits.
10 This project has been instrumental to

11 removing a building which has been a blight to our

12 downtown since I used to drive by it in high schcol and
13 think, why doesn't someone do something with that

14 building?
15 And the ability to fund such a massive
16 undertaking -- we're talking about a 1913 structure

17 that's 120,000 square feet, former fallout shelter,

18 built incredibly well, but unfortunately beyond the

19 means of anyone's ability to do this without a very

20 farsighted group of owners and the availability of tax
21 credits both in form of remediation tax credits and

22 historic tax credits in order to make it -- bring it
23 back to life.

24 The building is in its final stages. It

25 actually received occupancy today. First tenants move
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in on Monday. We're going to be bringing at least 400 .

new above medium wage dffice workers to downtown
Joplin, which in this case is huge for a downtown area
which has been overshadowed by Rangeline.

If you're familiar with the area, with --
with essentially -- you can pull on to Joplin
Rangeline, and you'll find a busy commercial district
which services a Metropelitan area.of a quarter
million, but it could be in any city in the state.

It does not have the character of our mining
community here. It doesn't have our history. It
doesn't speak to who we are and where we're from. But
Joplin's downtown, a downtown which at one point was
larger than Springfield's and was one of the busiest
mining bustling communities at the turn of the century,
has fallen into horrible decay.

Yet over the last three years, my company has
personally been part of the renovation of over ten
structures, which it's a great pleasure for me to walk
down my Main Street right now.

And there are great economic benefits not
cnly for 40 workers on my construction company, but
also the 50 subcontractors who worked on there, but

literally_thousands of suppliers and materials people,

who are generally small business people, who benefit
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1 from these programs.
2 This has been a two and-a-half year project
3 for me. I'm at a point now where I'm looking for other

4 projects. And in the construction industry as it sits

5 today, there is almost nothing going on unless it's

6 government sponsored or it's infrastructure.

7 It's a very difficult time to be ocut there

8 trying to continue the trades which are the source of
9 many of our livelihoods. The importance of historic
10 tax credits in making these types of things happen

11 cannot be overstated.

12 ' The reality is that, yes, Missouri does have
13 a very generous historic tax credit program at 25 cents
14 on the dollar. We're one of the most aggressive

15 supporters Qf histerical restoration. But I think in
16 many of our larger cities and all across the state, in
17 the small cities as well, you'll see examples of why
18 that's been important to local communities.
19 It maintains our ability to maintain our
20 history and our sense c¢f who we are. It promotes
21 econcmic development; And it keeps little contractors
22 like myself in business.
23 The other side of the coin, from Brownfields
24 volunteer c¢leanup program in a city like Joplin which

25 has a mining history, and we literally have a lead
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background count in the parking lot outside which would

be considered hazardous in St. Louis or Kansas City,
and that's just part of what we live in on a daily
basis. And in our downtowns especially, lead smelters
used to be here everywhere, every corner. We'wve got
exceptionally high levels.

Which in this case we were able to remediate
the parking area, which was approximately 4 acres of
downtown soil that's been taken out of our children's
respiratory systems because we were able to cap and
take care of that property.

We've got a building which was
turn-of-the-century construction, very high lead
content. We sandblasted and removed all the lead in
the building under very strenuous environmental
remediation guidelines.

Asbestos, the building -- every window in the
building was caulked in asbestos caulking. The roof
was asbestos. And we easily removed 4 tons of pigeon
manure from the inside of this building, which
histoplasmosis and other things are hazards which sit
in our abandoned downtowns waiting for the next person
to come along, which are dealt with in an effective and
rigorous manner through the enforcement of State

agencies, DNR and others. And I think that together
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these programs are exceptionally important.

The one other item I would like to bring up
on that, not only from a historical or developmental
and a health perspective, there's also a very real
green element to what we do. Often the greenest
building is the one that's already built.

If you look at a structure that's 120,000
square foot like the Gryphon Building was, the real
effort it would take toc create that building from
scratch, to mine all the resourceé that went into it,
to produce all those resources, would héve been much
greater than the adaptive reuse of this
already-standing structure, and this structure is in a
new strip mall that will have a 15-, 20-year lifespan.

We've given a hundred year old building
another hundred years of use, which is something that,
unfortunately, most of our modern construction, we
can't say that.

I want to thank you for your time. I think
that's about the end of our story.

COMMISSIONER GROSS: Just curious on that
Gryphon Building. Whatever happened to the previous
cwners? Did they just abandon it, and did they ever
try to find them? The City ever try te find them? Do

you know?
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MR. NEAL: The building was originally a food

grade. processing plant. It was the former Interstate
Grocer Company building, and at that time it made
perfect sense for them to process food and make candy
in a plant that had lead on every wall. And the

ashestos was common practice.

And it's a case of in our older neighborhoods

here ——
COMMISSIONER GROSS: No, I'm just curious
if --
MR. NEAL: There really wasn't a gross
polluter.
COMMISSIONER GROSS: Did they just walk away?
MR. NEAL: Yes. Yeah. 1It's been passed on
through norm -- but even that said, lead paint and

asbestos were just common practice.

COMMISSIONER GROSS: I know that, yeah.

MR. NEAL: And there reaily wasn't —-- at that
time, there wasn't an issue.

The fact that the building has fallen into
disrepair; and the more disrepair -~ lead paint becomes
chalky.

As asbestos is exposed to the elements, both

of these become airborne hazards.

COMMISSIONER GROSS: Right. Any questions?
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i (No audible response).

2 Thanks for being here.
3 MR. NEAL: Thank you. I appreciate it.
4 COMMISSIONER GROSS: Next?

5 (A recess was taken from ? g

© 7:192 p.m. to 7:30 p.m.)

7 COMMISSIONER GROSS: ©On motion of the Chair,

8 we stand adjourned.

10 (Concluded at 7:30 p.m.)
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