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Partners. i

MR. HOCE: Brian Hook with Missouri

Watchdog.

DR. SPRINGATE: Bob Springate with Missouri

Baptist Children's Home.

AR B AT R

MS. LEDGERWOOD: Betsy Ledgerwood, Gamble &

— T

Schlemeierxr.

MR. GAMBLE: Bill Gamble, Gamble &
Schlemeier.

MS TOPP: Sarah Topp, Gamble & Schlemeier.

MR. KAHLER: Brent Kahler, Missouri Chamber
of Commerce.

SENATOR GR0OSS: Okay. That covers
everybody. Any comments from Commission members or
staff before we start with public testimony? Okay,
who is first on the list? Okay, the first name on the
list is Peter George.

MR. GEORGE: Actually, I'm not speaking.
SENMATOR GROSS: Oh, not speaking. Okay,

then first is Don Evans. Proceed.

MR. EVANS: Thank you for coming up here

today. I'm glad you guys are looking into this.

We're restoring a grand old building, the Green Acres

AR e

building that was the original - originally it was the

County Poor Farm built in 1919. It's on the north
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edge of St. Joe.

There's a lot of new development going
around the building and it's just a great opportunity
for us to save a building and save some local history,
and the fact of the matter is, without historic tax

credits, we would never have undertaken this,

undertaken this project. And it's just one of the

many, many historic buildings in this area that will
be saved with historic tax credits and, what a shame,
you know, to even think about pulling the rug out from
under that program.

And I'm especially concerned with projects
like ours, that we went intec this anticipating getting
historic tax credits and without those, it's going to
be very, very difficult, and so I hope you all don't
ptll the rug out from under us.

MR. STOGEL: I am alsc — developed a

historic building in St. Louis, the old Post Office,

so I know that the need to have business

predictability-

ﬁ
i
-

MR. EVANS: Yes.

izt

MR. STOGEL: -and the value of credit. "The

s

last legislative session put a cap on the credit,

-

transition rules so businesses could be protected‘

which is one of the broad base charges that the
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1 Commission received, which is people who have made
2 investments be able to continue them. And there's a %
3 great deal of support among folks. %
4 Peter George represents some folks from St. é
5 Louis who have been part of that and one of the g
& committees that's been formed by the Commission is
7 dealing just with the historic credit. The Commission
8 has asked for that committee to come back with ideas
9 on how the program might be improved or sharpened or
10 made more predictable, and we urge you to join folks
11 on that if you're interested. And we can get you the
12 name of the committee chair for that and other folks
i3 and be glad to include you in to the whole process.
14 . MR. EVANS: I am very interested. I could
15 leave a card - can I leave a card here for you?
16 MR. STOGEL: Absolutely. And we'll get a
17 hold of you and put you in touch with that folks -
18 Peter George would be a really good contact, because
19 he's on that - the original meetings and you're more
20 than invited to get involved, have your voice heard
21 that way, and then that committee will report back to
22 the Commission and hopefully we'll all learn Dbetter
23 ways to make that program better. I couldn't have §
24 done the old Post Office withouf the State historic :
25 tax credit.
. MIDWEST LITIGATION SERVICES
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MR. EVANS: Right, and when we all - when we

go into this development, we do - in fact, I did - I'm
sure most people do. We do a "what if" scenario. You
know, what would happen without historic tax credits,
and the answer to that was, it wouldn't happen. The
building would have been torn down.

MR. STOGEL: Or be wvacant.

MR. EVANS: Absoclutely.

SENATOR GROSS: Have you used them before on
other projects?

MR. EVANS: No. This is our first time.

MR. STCGEL: They can be a valuable
resource. They're fairly efficient credit, but then
on the flip side, the magnitude of the redemptions and
FY-10 were 186 million dollars, which made it the
single largest program. In all the competing

interests of the Commission, the Commission has asked

this committee to, in fact, come back wifh ideas to
make the program better.

MR. EVANS: Okay.

MR. STOGEL: Peter, you'll make sure you
meet with Mr. Evans?

MR. GEORGE: Okay.

MR. STOGEL: Another one of the Governor's

charges is that pecple who've made investments can

e i T
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rely on it and the changes would be prospective. 50

if you're out there working on building number two,

S e e T

Mr. Evans, you'll be okay.

MR. EVANS: Okay. Well, that's good news.

SENATOR GROSS: Anything in the process of
applying for the tax credits or - anything at all that
you'd recommend being changed?

MR. EVANS: It needs to be simplified. You
know it is a nightmare of red tape and a lot of it
seems pretty redundant and unnecessary. Yéu almost -
well, if you have to have an attorney and an
accountant on staff for a specific project, don't you
think it's a little over the top?

MR. STOGEL: Well, actually, we're going to
defend the legal and accounting professions on this.

The State historic credit is parallel - runs a

parallel track to the federal credit. Most of the

case s

State rules and the application track with federal,
but when the State is handing 25 percent of qualified

rehab expenses, it's more than legitimate to have -

there be a cost certification so that the State gets
benefit of this, with the traffic. And you want to be %
able to do it right from a tax perspective and there's |
very complicated tax issues. By the time you do it. é

the third time, it's fairly easy.

T oy

e o T S N R
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1 MR. EVANS: It gets simpler. I guess the '
2 biggest problem is on the federal side, It's way more

3 difficult than the State.

4 MR. STOGEL: It's beyond the capacity of

5 this Commission to deal with the Federal tax law. I

6 am actually on the National Trust for Historic

7 Preservations National Tax Committee. I'm Co-Chair of

8 that, and that's been a very successful popular

9 program in Washington, but there are not going to be

10 maior changes. It's the hope in that program.

11 MR. EVANS: That's good.

1z MR. STOGEL: By the third time, it will seem
13 easier,

14 MR. EVANS: I appreciate your assurance that
15 I'm not going to get the rug pulled out from under me,
16 although I am concerned with just talk of eliminating
17 tax credits. I don't see a whole lot of investors now
18 that's going to be looking inte doing these projects,

19 brand new projects, and that's just a shame.
20 MR. STOGEL: But there's - it's not used

21 that way, a lot of the companies that were routinely j
22 buying low income histeoric credits were banks for
23 their CRA and cther reasons, but that investor market
24 has really shrunk because the banks are not making
25 money, so maintaining pricing of the federal credits

e 7 T R
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1 has been very hard. The State credits remain really 5
2 efficient in terms of its pricing.
3 Because the State historic credit is, in
4 fact, a certificate transferrable but non %
5 recapturable, there's a - I think it's a Department of %
6 Revenue policy that once a certificate is issued and
7 sold to an investor, there's a holder in due course
8 exemption from a look back so it is a perfectly
9 marketable piece of paper. So the chill in the
10 investment market really won't affect the State
11 historic credit.
i2 MR, EVANS: Okay.
13 SENATOR GROSS: Any questions of Mr. Evans?
14 MR. BURLISCN: I'wve got one.
15 SENATOR GROSS: Okay.
16 MR. BURLISON: Mr. Evans, were there any
17 other State or federal programs that were used in your
18 project besides the historic-
19 MR. EVANS: No, just historic. That's the
20 one we used.
21 MR. BURLISON: When you put your project
22 together were you aware of the possibility of other
23 State and federal programs that may assist in that? :
24 MR. EVANS: No, I was hot aware and am still ;
25 not aware of any.

e e s e N R T T T
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MR. STOGEL: What kind of project is it?

MR. EVANS: It will be an office building
and so I know low-income heousing, of course, wouldn't
apply. 1 - if something does apply, please let me
know.

MR. STOGEL: Maybe in a side bar.

MR. EVANS: Ckay.

MR. STOGEL: But to know where the property
is located or whether some-

SENATOR.GROSS: Thank you wvery much for
being here.

MR. EVANS: Thank you, thank you.

SENATOR GROSS: Next, I'm not sure whether
you want to testify or not, James Fisher.

MR. FISHER: Yes, sir.

SENATOR GROSS: Welcome, Mr. Fisher.

MR. FISHER: Thank you.

SENATOR GROSS: When you're ready. To those
new folks that have come in, have you signed in?

SENATOR GROSS: Would you like to introduce
yourself?

MS. KELLEY: My name is Nancy Kelley. I'm
an employee of the-

SENATOR GROSS: Thank you. I'm glad you're

here. That will not take away from your time.
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1 MR. KOMO: -tax credits are a way for you to
2 fill those holes-
3 DR, SPRINGATE: Yes,
4 MR. KOMC: And these are kids that need a
5 place to go- |
6 DR. SPRINGATE: Absclutely.
7 MR. KOMC: —-from the State, so I guess |
8 that's the balance, I guess, as we look-
9 DR. SPRINGATE: It's always balance.
10 MR. KOMO: -vyou know, it's reducing - the
11 tax credit is reducing the State's liability, I guess,
12 so then to kind of balance it out, and I guess if we
13 were fully funding the reimbursements, we wouldn't
14 need the tax credit program, but since we're not-
15 DR. SPRINGATE: Right.
16 MR. KOMO: -we need to figure out how to -
17 that's kind of balance of it.
18 DR. SPRINGATE: Thank you.
1% SENATOR GROSS: Questions from the
20 Commission? Thank you very much for being here.
21 DR. SPRINGATE: Ycu bet. Thank you.
22 SENATOR GROSS: Next on the list is Andy
23 Moody.
24 MS. MOODY: Judy.
25 SENATOR GRCSS: I'm sorry. Sorry, Judy.
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| 1 MS. MCODY: Thank you. I'm Judy Moody from
2 the Uptown St. Joseph Redevelopment Corporation here
3 in St. Joe. We're a group that is primarily involved
4 in neighborhood revitalization and I would like to
5 tout the Missouri Historic Tax Credit for not only
6 creating jobs but leveraging private investment and
7 returns for worn out properties, but also revitalizing
8 entire neighborhocds.
9 T represent ocur group which is just north
10 of downtown St. Joe. The median household income in
11 our area 1s approximately $24,000, so it's not a rich
12 area, it's a poor area. Our revitalization area has
13 almost 500 structures in it; 360 of them are
14 contributing and eligible for historic tax credits.
15 Many of those structures date from the
16 1800's and like many similar neighborhoods in St. Joe,
17 ours has been neglected for a really long time. More
18 than half of them are deficient. In 2003, Heartland
19 Health initiated a program to bring this neighborhood
20 back, Later the Uptown St. Joseph Redevelopment
21 Corporation was formed to accomplish the task. Its
22 operations are funded by Heartland Health.
23 Today, more than 100 homeowners out of our
24 deficient area - we have over - half of our homes are
25 deficient, so that's approximately 250. More than 100
MIDWEST LITIGATION SERVICES
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1 of them are now involved in revitalizing their homes.

2 At least 30 percent we know Qf, are relying on the

3 Missouri Historic Tax Credit.

4 Uptown offers an incentive of its own, its

5 tax abatement. However, assessments of these older

6 properties are generally very low in Buchanan County

7 and so tax apatement is kind of piddley compared to

8 the large Missouri Historic Tax Credit that these

9 people can achieve.

10 Owners who desire to rehab their homes,

11 using a long term horizon, certainly deserve the

12 historic tax credits because these aren't owners who
13 accomplish rehab with synthetic facelifts. These are
14 people who built homes that are going to be around for
15 another 100 years. They apply for the tax credits to
16 help them realize this goal.
17 The requirements for the receipt of tax
18 credits return these properties to really sound ]
19 condition so that they will be productive properties
20 for the next 100 years. This is no small effort on
21 the part of those doing the work. The cwners rehab
22 with care and keep the home in top shape throughout
23 their tenure.
24 The total expenditures on rehabs using
25 ~ Missouri Historic Pax Credits in our area are from

| MIDWEST LITIATINSERVCES
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1 $25,000 to $6,000,000. So we have a lot going on.
2 They do more than create the jobs and save
3 the historic properties and provide these impressive
4 public/private leverages. The tax credits can help
5 save entire neighborhocds. Based on my personal
3 experience in St. Joe, which extends from early 2000,
7 and my experience in Independence, Missouri, and I
8 know we're not discussing that today, the tax credits
9 and revitalizations stimulate at least two more
10 revitalizations nearby, i.e., for every house that
11 upgrades, you know, using a Missouri Tax Credit or
12 upgrades in a major rehab, at least two more rehab.
13 It's been proven in Independence and it's
14 now bearing out here. So for every rehabbed property
15 that comes on board, we have two to three more that
16 are being brought up, some without tax credits, sc you
17 cught to be really happy about that. In fact, a whole
18 lot of them without tax credits. It must bg called,
19 "keeping up with the Joneses." But anyhow, this can't
20 be anything but good news for counties and cities and
21 schocl districts.
22 T will just insert here that in
23 Independence, our goal when we started the
24 revitalization project, which is now pretty much
25 finished, was tc invest 86 million over a 23 year

T
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period, and in fifteen years, the project had already

invested 88 million and now it's over 100 million.
Obviously, tax credits play a big role in
Independence, but that's not out - I'm sure you'll
hear plenty from those folks about keeping the
historic tax credit. But we doubled the wvalue of our
area and we intend to do that here in St. Joe,

If the greenest house is one that's already
built, I would like to add, and wiil stay built for a
100 years or more. Virtually all urban planning
taking place in our nation's cities today focuses on
green building, first neighborhoods and higher
density, characteristic of the smaller piats of those
early neighborhoods and proximity to amenities. There
is a much bigger picture to this whole movement of
returning to the heart of the city and the historic
tax credit has an important role to play in that. I'm
a planner, so I get this every day on how important it
is to bring people back to the city, the smaller
plots, the higher density, to keep the buildings
green, affcrdable housing.

So the Missouri Tax Credit weaves into all
of this and you all have doubtless heard the specifics

many times. Uptown alsc has benefitted from the

Neighborhood Preservation Tax Credits. QOur campus

MIDWEST LITIGATION SERVICES
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1 here that we work with used to be cccupied by

2 Heartland Health. They built a new hospital here in

3 St. Joe and this land is now vacant.

4 We have engaged a developer who has

5 suffered like everybody else from the housing downturn

© and we all just wondered if he's ever going to put

7 anything out there, but he finally is. But he's used

8 as an incentive, the Neighborhood Preservation Tax

9 Credit. I know it's a lottery. We keep drawing.

10 It's a depressed area, a depressed neighborhood, and
1% to date, we have secured about $800,000 in the

12 Neighborhood Preservation Tax Credits, which he will
13 receive when he completes the work, not until then.

14 So he's getting ready to get started on that and it
15 will turn this wacant hospital campus to its original
i6 purpose, which was many years ago, well over 100 years
17 ago, it was an area of single family homes. So that's
18 what we're going back to and that tax credit is
19 helping us a lot.
20 I also have experience with this tax credit
21 in Sugar Creek. We did some Neighborhood Preservation
22 Tax Credits for them and helped them out. As you
23 know, Sugar Creek was devastated by the BP/Amoco
24 pollution and it just ruined half of their town. They
25 were able — it's a depressed area. They were able to

e T T T e T
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1 secure the Neighborhood Preservation Tax Credit to

2 help them start back on a new slate.

3 So it's an important incentive and I think
4 in this economy, families need more, not less,

5 incentive to return their historic homes to sound

6 condition. If historic tax credits operated like tax
7 increment financing and must meet the but for clause,
8 these properties could not be reasonably expected to

9 revitalize without injection of tax incentive, as most
19 homes needing the historic tax credit would pass with
11 flying colors when they're finished.

i2 So I would encourage keeping the historic
13 tax credit and it plays a much larger role than what
14 we've read on the leveraging of the jobs and all of

i5 that sort of thing. It is really biggef than all
16 that. It really stabilizes and revitalizes much
17 larger areas than the house itself, or the building
18 itself. Thank vou.
19 MR, STOGEL: May I ask - I have just a
20 couple of questions. 1In the last couple of years, the
21 number of certificates that have been issued for
22 buildings in districts hawve run about three to one
23 over individual nominations, so there's a growing
24 interest in that.
25 The federzl credit doesn't allow - federal

e N e T e e
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historic credit isn't allowed on single family
residences, 80 it's unique to Missouri. There have
been some suggestions to the Commission that as to
homes in a district, since they're limited to the
contributing buildings, there ought to be some sort of
a cap on that credit so that people aren't getting
hundreds of thousands of dollars.

There's been some examples around the state
where people who would fix up their homes and receive
literally 3 to $400,000 in state credits, and if
you're going tc spend four times 400,000 and put
1,600,000 in your home, should the state really be
doing that kind of support. I understand if you're
putting 40,000 into your home, that $10,000 ig a
critical component. Iﬁ your experience, would some
sort of a no gold coast clause or a relatively
reasconable cap be - hamper you in any way?

MS. MOODY: It wouldn't hamper us either in
the City of Independence or in St. Joe. The homes,
particularly in Independence, are modestly priced,
primarily bungalows, averaged priced, median houses
probably an average sale price of maybe $85,000.

Here in St. Joe, they're mostly, you know,
older two story homes and in much worse shape, quite

frankly, and cost a lot more to rehab, and pecple have
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So I think those are the people I'm
standing up for today, because those are the people
I've worked with for ten or fifteen years, the smaller
restoration of 1920's bungalow, an 1850's Queen Anne
or whatever. These are the people who need the most
help, and originally our office, which is primarily a
homeowner's support, we help them get their tax
abatement. &nd incidentally our tax abatement
reguires the secretary standards on all of our
contributing structures sc whether they go for tax
credits or not, we nail them on bringing that house
back, using it.

MR. STOGEL: Some sort of cap would not
interfere with that - it wouldn't interfere with your
activities or in Independence-

MS. MOODY: No.

MR, STOGEL: -~in your Jjudgement, but it
would prevent the $400,000 example from occurring on
Portland Place in St. Louis.

MS. MOODY: I know where Portland Place is.
Yes, it would not bother us too much.

MR. STOGEL: One other question, there's a
comment that's been made about the credit program

where you can take a credit twice after five years?

s T R 3 T S
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MS. MOODY: You can finish your Jjob?

MR. STOGEL: Yeah, finish your job, project
runs and it's ten years since the last go round, you
take federal and state credits again. Would it have
any limitation of some sort for taking a credit but
once on a home?

MS5. MOODY: Well-

MR. STOGEL: I know you can't do all the
work at once, so there would be an argument that,
sure, the second phase of the work should get a second
credit, and maybe even be phased so that it’'s up to
the cap, but any ideas you have on that, love you to
talk to Peter, whose working with the Coalition. If
you would be kind enough, Peter, to work on that,
because this is the first time we're really hearing
testimony about non - individually nominated
buildings, so some thought ought to be given to the
35,043 buildings which are now in 304 or 306 districts
that encompass the tax credit-base.

MS. MOODY: Well, it helps the person, the
lower income person, who really, sincerely wants to
save the house and bring it back and bring it back
right.

MR. STOGEL: But we don't want to - I'm not

sure that the historic would want to have this income
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1 test, but would rather have it as a capped expenditure

2 test,

3 MS. MOODY: I think that might be

4 reascnable.

5 MR. STOGEL: Like rather than trying to get

6 certifications of people's income of 24,000, 34,000,

7 40,000, and that's not the purpose of trying to save a

8 historic building, but putting some sort of reasonable

9 cap on it can go a long way to prevent gold coast
10 usage as has been suggested. |

11 MS. MOODY: Yeah, we just have a lot of

12 people who could use this.

13 MR. STOGEL: I'd like you to talk with Peter
14 and exchange cards and be part of the process.
15 MS. MOODY: Okay, thank you very much.
16 SENATOR GROSS: Questions from anybody else
17 on the Commission? None? Thank you very much for
18 being here. Next is Robin Winner. Welcome, Ms.
19 Winner.
20 MS. WINNER: Thank vou so much;
21 SENATOR GROSS: Go ahead and state your name
22 again for the record and proceed.
23 MS. WINNER: My name is Rcbin Winner and I'm
24 the Executive Director of Synergy Services in Kansas %
25 City. And I appreciate the opportunify tc be here i

¢
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MO Historic Tax Credit Testimony

The MO Historic Tax Credit not only creates jobs, leverages private investment and returns
worn out properties to the tax rolls, it saves entire neighborhoods.

I represent Uptown, a revitalization area in St. Joseph, MO, just north of downtown. The
median household income in our area is approximately $24,000. Our revitalization area in St.
Joseph has 479 structures, of which 360 are eligible for historic tax credits. Many structures date
from the mid-1800s. Like many similar neighborhoods in St. Joseph, our area was neglected for

decades.

In 2003, Heartland Health initiated planning to bring this neighborhood back. Later, the
Uptown St. Joseph Redevelopment Corporation was formed to accomplish the task. Its
operations are funded by Heartland Health. Today, more than 100 homeowners have completed
or are in process of completing revitalizations using incentives, such as the MO historic tax
credit. Uptown offers property tax abatement, but the incentive is small compared to the historic
tax credit. Owners who desire to rehab their homes with a long term horizon need the historic
tax credif. These are not owners who accomplish rehab with a synthetic facelift. These owners
make a strong commitment to returning their home to sound condition and retaining historic
features. They apply for historic tax credits to help them realize this noble goal. The
requirements for receipt of historic tax credits return properties to sound condition—sure to be
productive properties for another 100 years. This is no small effort on the part of those doing the
work. These owners rehab with care and keep the home in top shape throughout their tenure.
Total expenditures by our clients range from less than $25,000 to more than $6 million.

Historic tax credits do more than create jobs, save historic properties and provide
impressive public/private leverages. These tax credits help save entire neighborhoods. Based
on experience in St. Joseph, MO, and Independence, MO, I know that revitalized houses
stimulate at least two more revitalizations nearby. This means that the MO incentive is not only
bringing back one property to a higher rate on the tax rolls—it is bringing back two or three
additional properties. This is another kind of leveraging. In my personal experience with
neighborhood revitalization, I have observed property upgrade ratios of 2:1 and 3:1; i.e. for
every revitalized property, two or three more properties upgrade without incentives. This can’t
be anything but good news for cities, counties and school districts.

If the “greenest house is the one already built,” I would add “and will stay built for 100
years or more.” Virtnally all urban planning taking place in our nation’s cities today focuses on
green building, first neighborhoods, higher density—-<characteristic of the smaller plats of early
neighborhoods—and proximity to amenities. There is a much bigger picture to this whole
movement of returning to the heart of the city—the historic tax credit has a role to play.

UPTOW

N :
Pl

ST JOSEPH




oy
M \{ UPTOWRN ST. JOSEPH%
501 Francis Street

st. Joseph, MO 64501 ¢
Phone 816-232-1829 & Fax 816—232-]925%

%ertown also has benefited from the Neighborhood Preservation Tax Credit. This tax credit,
though operating on a lottery system, has provided incentive for redevelopment of a 10-acre
vacated hospital campus bordering downtown St. Joseph. To date, more than $800,000 has been
committed to the campus developer upon completion of new construction intended to return the
campus to its original use—single family homes. The developer intends to continue pursuing the
Neighborhood Pres. Tax Credit to help him provide new housing at affordable prices near
downtown. I also have experience with this tax credit in Sugar Creek, MO to revitalize a
neighborhood that was nearly deserted after the BPAmoco disaster in that town.

In this economy, families need more, not less, incentive to return their historic homes to
sound condition. If historic tax credits operated like tax increment financing and must meet a
“but for” clause; i.e. this property could not reasonably be expected to be revitalized without
injection of tax incentives, most homes needing the historic tax credit would pass with flying

colors.
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Judy S. Moody, AICP

Uptown St. Joseph Redevelopment Corporation
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