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Three Light Financial Concerns 

 

1. Compliance/Non-Compliance with City Ordinance 160383 

Section 6. Chapter 353.  That, in the absence of Extraordinary Qualifications, as hereinafter 
defined, the City Council shall not grant  its  approval to any development plan or substantial 
modification thereto recommend by the Kansas City Chapter 353 Advisory Board, unless such plan 
shall provide for not greater than a seventy-five percent (75%) abatement of real property taxes for 
the first ten years and thirty-seven and one-half (37.5%) for the following fifteen years, and which 
taxes shall, for the entire term, be measured by the assessed valuation thereof, inclusive of any 
improvements, as assessed by the applicable county assessor. The inclusion of such a term shall be 
regarded as substantial element of any plan so approved and shall be incorporated as a material 
term of any applicable contract.   
 

            Proposed Residential Building PILOT to taxing jurisdiction         Other KCMO ONLY Revenues 
Year Proposed 

PILOT 
Residential Prop 

Tax
Abatement 

Level
 EATS, Retail property, City 

property 
1 175,000 795,121 1,305,717
 2 175,000 78% 1,329,804
3 175,000 818,975 1,369,310
4 175,000 79% 1,394,837
5 175,000 843,544 1,435,653
6 175,000 79% 1,462,708
7 175,000 868,851 1,505,524
8 175,000 80% 1,534,193
9 175,000 894,916 1,579,119

10 175,000 80.5% 1,609,504
11 175,000 921,764 1,656,651
12 175,000 81% 1,688,854
13 175,000 949,417 1,738,342
14 175,000 82% 1,772,472
15 175,000 977,899 1,824,429
16 175,000 82% 1,860,603
17 175,000 1,007,236 1,915,161
18 175,000 83% 1,953,501
19 175,000 1,037,453 2,010,803
20 175,000 83% 2,051,440
21 175,000 1,068,577 2,111,634
22 175,000 84% 2,154,707
23 175,000 1,100,634 2,217,952
24 175,000 84% 2,263,607
25 175,000 1,133,653 85% 2,311,371

 $4,375,000 $23,702,427 82% $44,057,893
 

 Of the $175,000 in PILOT payments to the taxing jurisdictions, approximately $108,640 is for 
KCPS.  
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o Approximately $2,716,000 will go to public education over the 25-year abatement 
(about 18%). 

o Public education portion if all taxes were paid would be approximately $14,714,467. 
 The city does retain its share of the basic PILOT in additional to multiple other sources of 

revenue. 
 The city has contracted to retain all “retail/commercial tax.”   

o Can a municipality collect commercial property tax and limit distribution to other taxing 
jurisdiction by contract with the developer? 

o If it is legal, is this the right thing to do in this scenario? “Is it good for the children?” 
 Pursuant to City Ordinance 160383, the EDC used the AdvanceKC Scorecard to determine the 

extent to which the project aligns with the City Council’s priorities; the project received a Total 
Site Base Score of 50, which is the bottom score in the “Standard Impact” category.  

 No updated blight study was completed, nor was a Cost Benefit Analysis completed for this 
$120 million dollar project. 

 No blight study has been shared with the taxing jurisdiction. 

 

2. SB Friedman Analysis 

Pursuant to City Ordinance 160383, the EDC obtained a third party financial return analysis.  

 The original preliminary financial review of the Three Light Development Project by SB 
Friedman was dated December 27, 2016.  

 The developer originally requested a 25-year PIEA payment in lieu of taxes (PILOT) to 
make the project financially feasible. The developer had indicated that the costs associate 
with high-rise apartment construction and structured parking are driving the need for 
financial assistance, even with a grant from the City of $17.8 million.  

 The preliminary financial review concluded in summary, the results of the Friedman 
analysis indicated that PIEA assistance does not appear to be necessary for the project to 
achieve viable market rates of return. SB Friedman had additional comments to support 
their findings as outlined in their “Conclusions and Recommendations” on page 7 of the 
original report.  

 SB Friedman provided an Addendum to the Preliminary Financial Review on February 21, 
2017, stating, “The Cordish Company (the “Developer”) submitted new Project 
assumptions and an updated pro forma for a secondary review.”  Friedman provided the 
subsequent “Conclusions and Recommendations” based on the “new information.”  

o One of the key items cited by the Developer as a concern to justify the decrease in rent 
assumptions is the large amount of supply entering the market and softening market 
conditions in general. A meaningful share of the competition for Three Light is from the 
One Light and Two Light developments, which previously received City and PIEA 
assistance. There is therefore a somewhat circular argument for assistance—market 
pressure from the Developer’s own projects is reducing the projected Project cash flow, 
thus indicating a need for greater public assistance. In general, SB Friedman does not 
recommend providing long-term (25-year) assistance packages to address relatively 
recent/short-term concerns regarding absorption/oversupply. 
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o As a matter of policy, the PIEA may want to consider whether 25-year abatements should 

continue to be considered for market-rate projects in well-established markets or whether 
it is critical that a majority or all of the tax base increases start to flow to public coffers 
earlier in the life cycle of projects like Three Light. It is appropriate that One Light received 
a high level of public assistance (a City grant for each apartment unit built, PIEA assistance 
and a discounted land acquisition price) due to the development risk associated with 
introducing a new luxury residential product into an unproven market. However, One Light 
has performed at well over pro forma rents, meaning developer return projections have been 
exceeded. Following the overwhelming success of rents at One Light, Two Light received 
an adjusted assistance package with a higher PILOT, but also received City grants for each 
apartment unit and parking space, as well as the discounted land. While the Developer has 
requested PIEA assistance with an increased PILOT for Three Light (above the PILOT for 
both One Light and Two Light), the PIEA should consider whether the requested PILOT and 
duration of assistance is appropriate from a policy perspective, given that the luxury 
apartment market has been proven and downtown has been well established as a desirable 
neighborhood. 
 

o The Project is in the very early stages of the development. In general, the Developer’s 
revised information included a series of relatively minor changes in assumptions based on 
generalized concerns about the market. All of these changes were adverse to the Project’s 
projected financial performance, and thus cumulatively result in meaningfully lower 
financial returns. This underscores the wide range of variables that may alter the Project’s 
ultimate financial performance, depending on market conditions at the time the Project is 
ultimately built. 

 In reading between the lines, it is apparent SB Freidman is cautioning the EDC and others 
in awarding a long-term incentive to the developer, especially at the risk of diverting money 
away from other non-city taxing jurisdictions.   
 

3. Non-compliance with KCPS Board Policy 4.11 
 The requested incentive is in conflict with Board Policy, which states; 

The Superintendent shall neither cause nor allow KCPS staff, employees, independent contractors or 
other KCPS representatives to promote, support, or sponsor development proposals that place KCPS, as 
a taxing jurisdiction dependent on revenue derived from property taxes, in fiscal jeopardy. 

Without limiting the above and based on analysis and information available at the time of the 
projects/proposals the Superintendent shall not cause or allow KCPS to: 

1. Support development projects and/or proposals that will not provide sustained 
economic growth for the KCPS community, or that do not advance the mission of 
KCPS. 

2. Support projects/proposals for tax incentives and/or tax abatements unless it is clear such 
projects/proposals would not be undertaken “but for” the public assistance of tax 
abatements, TIF redirection of taxes, or other statutory incentive measures. (“But for” as 
described in a credible official public analysis.) 

3. Support development projects and/or proposals where the abatement(s)/ incentive(s) 
exceed the length of time reasonably necessary for the project. 
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4. Support development projects and/or proposals that do not provide KCPS with 
payments in lieu of taxes (PILOTS) in an amount sufficient to offset the additional costs to 
KCPS as a result of the project. 

5. Fail to cooperate with, or consider the positions, of the similarly situated taxing 
jurisdictions on development projects/proposals requesting tax incentives and/or tax 
abatements when analyzing the rationale for the request(s) on development 
projects/proposals. 

 

Kevin E. Masters 
Director, Government Relations 
KC Public Schools 
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