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Board of Commissioners

Land Clearance for Redevelopment Authority
of Kansas City, Missouri

300 Wyandotte St., Ste. 400

Kansas City, Missouri 64015

This letter is to inform the Board of Commissioners of the Land Clearance for Redevelopment Authority
(Authority) about significant matters related to the conduct of our audit as of and for the year ended
April 30, 2020, so that it can appropriately discharge its oversight responsibility and we comply with our
professional responsibilities.

This report is intended solely for the information and use of the Board of Commissioners and
management, and is not intended to be, and should not be, used by anyone other than these specified
parties.

This letter includes other comments and suggestions with respect to matters that came to our attention
in connection with our audit of the Authority’s financial statements. These items are offered as
constructive suggestions to be considered part of the ongoing process of modifying and improving the
Authority’s practices and procedures.

The following summarizes various matters that must be communicated to you under auditing standards
generally accepted in the United States of America.

The Responsibilities of the Auditor and Management

Our responsibilities under auditing standards generally accepted in the United States of America and
Government Auditing Standards issued by the Comptroller General of the United States have been
described to you in our arrangement letter dated April 16, 2020. Our audit of the financial statements
does not relieve management or those charged with governance of their responsibilities, which are also
described in that letter.

Overview of the Planned Scope and Timing of the Financial Statement Audit

We have issued a separate communication dated April 22, 2020 regarding the planned scope and
timing of our audit and have discussed with you our identification of, and planned audit response to,
significant risks of material misstatement. We made no significant changes to the scope or timing of our
procedures.

Significant Accounting Practices, Including Policies, Estimates and Disclosures

Our views about the qualitative aspects of the Authority’s significant accounting practices, including
accounting policies, accounting estimates and financial statement disclosures are indicated herein,
which you may wish to monitor for your oversight responsibilities of the financial reporting process:

Adoption of, or Change in, Accounting Policies - Management has the ultimate responsibility for the
appropriateness of the accounting policies used by the Authority, and management may select among
alternative accounting practices in certain circumstances. The Authority did not adopt any significant
new accounting policies, nor have there been any changes in existing significant accounting policies
during the current year.
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Significant or Unusual Transactions - We did not identify any significant or unusual transactions or
significant accounting policies in controversial or emerging areas for which there is a lack of
authoritative guidance or consensus.

Management’s Judgments and Accounting Estimates - Accounting estimates are an integral part of the
preparation of financial statements and are based upon management’s current judgment. The process
used by management encompasses their knowledge and experience about past and current events,
and certain assumptions about future events. You may wish to monitor throughout the year the process
used to determine and record these accounting estimates.

Audit Adjustments
One audit adjustment was made to the original trial balance presented to us to begin our audit in the
amount of $1,272 to reconcile beginning fund balance.

Uncorrected Misstatements
We are not aware of any uncorrected misstatements other than misstatements that are clearly trivial.

Management Representations

In connection with our audit procedures, we have obtained a written management representation letter.
This representation letter constitutes written acknowledgments by management that it has the primary
responsibility for the fair presentation of the financial statements in conformity with generally accepted
accounting principles and also includes the more significant and specific oral representations made by
officers and employees during the course of the audit. The letter is intended to reduce the possibility of
misunderstandings between us and the Authority and reminds the signing officers to consider seriously
whether all material liabilities, commitments and contingencies or other important financial information
have been brought to our attention.

Other Disclosures

We did not discuss with management any alternative treatments within generally accepted accounting
principles for accounting policies and practices related to material items during the current audit year;
we encountered no disagreements with management over the application of significant accounting
principles, the basis for management’s judgments on any significant matters, the scope of the audit or
significant disclosures to be included in the financial statements; we are not aware of any consultations
management had with other accountants about accounting or auditing matters; no major issues were
discussed with management prior to our appointment; and we did not encounter any difficulties in
dealing with management relating to the performance of the audit.

Other Matters

The Government Accounting Standards Board (GASB) has issued several statements not yet
implemented by the Authority. The Authority’s management has not yet determined the effect these
statements will have on the Authority’s financial statements. However, the Authority plans to implement
all standards by the required dates. Listed below are the issued GASB statements that have not yet
been adopted:

o GASB Statement No. 87, Leases, improves accounting and financial reporting for leases by
governments. This statement requires recognition of certain lease assets and liabilities for
leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It
establishes a single model for lease accounting based on foundational principle that leases are
financings of the right to use an underlying asset. Under this statement, a lessee is required to
recognize a lease liability and an intangible right-to-use lease asset, and a lessor is required to



recognize a lease receivable and a deferred inflow of resources, thereby enhancing the
relevance and consistency of information about governments’ leasing activities. The provisions
of this statement were originally effective for the financial statements for the Authority’s fiscal
year ending April 30, 2021 and now postponed until April 30, 2023 per GASB Statement No. 95.

GASB Statement No. 89, Accounting for Interest Cost Incurred Before the End of a Construction
Period, enhances the relevance and comparability of information about capital assets and the cost
of borrowing for a reporting period. It also simplifies the accounting for interest cost incurred before
the end of a construction period. The provisions of this statement were originally effective for the
financial statements for the Authority’s fiscal year ending April 30, 2021 and now postponed until
April 30, 2022 per GASB Statement No. 95.

GASB Statement No. 92, Omnibus 2020, enhances comparability in accounting and financial
reporting and improves the consistency of authoritative literature by addressing practice issues that
have been identified during implementation and application of certain GASB Statements. This
statement addresses a variety of topics including: effective date of GASB 87 for interim financial
reports; intra-entity transfers between primary governments and component unit pension or OPEB
plans; applicability of Statements No. 73 and 74 for reporting assets accumulated for
postemployment benefits; applicability of certain requirements of GASB 84 to postemployment
benefit arrangements; measurement of asset retirement obligations in government acquisitions;
reporting by public entity risk pools for amounts recoverable from reinsurers or excess insurers;
reference to nonrecurring fair value measurements in authoritative literature and terminology used
related to derivative instruments. Certain provisions of this statement were effective upon issuance
and did not impact the Authority’s financial reporting, other provisions of this statement are were
originally effective for financial statements for the Authority’s fiscal year ending April 30, 2022 and
now postponed until April 30, 2023 per GASB Statement No. 95.

GASB Statement No. 93, Replacement of Interbank Offered Rates, provides guidance where some
governments have entered into agreements in which variable payments made or received depend
on an interbank offered rate (IBOR) -most notably, the London Interbank Offered Rate (LIBOR). As
a result of global reference rate reform, LIBOR is expected to cease to exist in its current form at
the end of 2021, prompting governments to amend or replace financial instruments for the purpose
of replacing LIBOR with other reference rates, by either changing the reference rate or adding or
changing fallback provisions related to the reference rate. The provisions of this statement were
originally effective for financial statements for the Authority’s fiscal year ending April 30, 2022 and
now postponed until April 30, 2023 per GASB Statement No. 95.

GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payment
Arrangements, improves financial reporting by addressing issues related to public-private and
public-public partnership arrangements (PPPs). A PPP is an arrangement in which a government
contracts with an operator to provide public services by conveying control of the right to operate or
use a nonfinancial asset, such as infrastructure or other capital asset, for a period of time in an
exchange or exchange-like transaction. This statement also provides guidance for accounting and
financial reporting for availability payment arrangements (APAs), which is an arrangement in which
a government compensates an operator for services that may include designing, constructing,
financing, maintaining, or operating an underlying nonfinancial asset for a period of time in an
exchange or exchange-like transaction. The provisions of this statement are effective for financial
statements for the Authority’s fiscal year ending April 30, 2024.



GASB Statement No. 96, Subscription-Based Information Technology Arrangements, provides new
accounting and financial reporting guidance for subscription-based information technology
arrangements (SBITAs), which have become increasingly common among state and local
governments in recent years. Statement 96 is based on the standards established in Statement 87,
Leases. The new defines a SBITA as a contract that conveys control of the right to use a SBITA
vendor’s IT software, alone or in combination with tangible capital assets (the underlying IT assets),
as specified in the contract for a period of time in an exchange or exchange-like transaction. The
guidance requires governments with SBITAs to recognize a right-to-use subscription asset, an
intangible asset, and a corresponding subscription liability (with an exception for short-term SBITAs,
those with a maximum possible term of 12 months) and provides guidance related to outlays other
than subscription payments, including implementation costs, and requirements for note disclosures
related to a SBITA. The provisions of this statement will be effective for financial statements for the
Authority’s fiscal year ending April 30, 2024.

GASB Statement No. 97, Certain Component Unit Criteria and Accounting and Financial Reporting
for Internal Revenue Code Section 457 Deferred Compensation Plans, provides the following
guidance: 1) increases consistency and comparability related to the reporting of fiduciary
component units in circumstances in which a potential component unit does not have a governing
board and the primary government performs the duties that a governing board typically would
perform; 2) mitigates costs associated with the reporting of certain defined contribution pension
plans, defined contribution OPEB plans and employee benefit plans other than pension or OPEB
plans as fiduciary component units in fiduciary fund financial statements; and 3) addresses
relevance, consistency and comparability of the accounting and financial reporting for Internal
Revenue Code Section 457 deferred compensation plans that meet the definition of a pension plan
and for benefit provided through those plans. The first two provisions of this statement are effective
immediately. The last provision will be effective for financial statements for the Authority’s fiscal
year ending April 30, 2023.

Information Security Governance

Executive managers and those charged with governance must be confident that the entity is protecting

your information and the systems that process it. The potential impacts of a failure in the availability,
confidentiality or integrity of your critical information assets is monumental in today’s environment of
cybersecurity breaches.

Many organizations believe their information security practices are adequately mitigating their risks.
Unfortunately, they are often surprised to discover those practices are failing to perform as expected
and the consequences are usually severe.

Information security is more than a technology issue. It is a governance and management challenge
that involves risk management, accountability and reporting. And it requires executive stewardship to
ensure the timely assessment of emerging threats and your organization’s effective response to them.

Additionally, a structured assessment can help you develop stronger, better and more systematic
approaches to your information security. It will help you clearly and objectively understand the

strengths and weaknesses in your current information security processes and the extent to which those

processes are meeting your needs. Most important, it will guide you with recommendations to help you
protect your information, facilities, people and technology.

We believe a review or assessment must be completed on a periodic basis; this assessment can be
completed internally or by using an outsourced service provider. Executive managers should be
involved with the review and summary reports should also be shared with those charged with
governance.



Vulnerability Assessment

In addition to a periodic information system governance review, the entity should also conduct periodic
(at least annually or semi-annually) vulnerability assessments. There are more than 115,000 known
network vulnerabilities that can leave organizations open to significant risk. High-profile security
breaches have become commonplace and many companies are susceptible to the same failures.
Network vulnerability assessments can help you identify and resolve your vulnerabilities before they are
exploited by cybercriminals. AGH’s experienced security professionals use network vulnerability
assessments to discover and analyze known flaws and weaknesses.

Using automated scanners - along with their experience and judgment - our security professionals will
identify existing vulnerabilities, evaluate their severity and recommend steps for fixing the underlying
problems.

Comprehensive Policy and Procedure Review

Given the broad and deep scope of your operations, you should consider completing a comprehensive
evaluation of the adequacy and effectiveness of the entity’s internal financial policies, processes and
procedures, including a comparison to best practices among organizations the same size.

For entities that have experienced budget cuts in the finance area or those that have experienced
turnover, a periodic review of controls is imperative. Even if your finance team has been stable over the
years, we remind you that even the best design of controls is only as good as the people who carry out
and execute such controls.

Financial policies, procedures and processes are a key element of sound fiscal administration. When
policies are effective, they can preserve or enhance the fiscal health and wealth of the organization and
create efficiencies for staff members.

This comprehensive evaluation could include:
1. Evaluation of existing controls
2. lIdentification of financial policies that could lead to vulnerability to fraud and/or abuse
3. For those identified weaknesses and risks, recommendations for improvements

AGHUniversity Resources

As part of AGH’s ongoing commitment to serve as a trusted advisor, we offer these resources as a key
part of the additional value AGH provides beyond the engagement itself:

o AGHUniversity.com - a full schedule of complimentary CPE or current and relevant topics and
other updates to clients throughout the year. Free registration and webinars are available for the
Company’s staff and board members at aghuniversity.com. A sample of recent topics include
Management and Key Position Succession Planning; Destroying the Myths about Employee
Engagement; Preventing Fraud in Small and Medium Sized Organizations; Measuring What
Matters in Your 401K Plan to Recruitment, Retention and Reward; Planning The Transition:
Taking Your Company To Market; and The How and Why of Business Valuations.

o AGH alerts and newsletters - this includes periodic mailings or emails to alert clients to new
accounting standards or regulatory changes.

¢ Also available from the home page of www.aghlc.com are COVID-19 resources for employers
and taxpayers. You can access tax and HR-related alerts, webinars and other third-party
resources to help you navigate through the COVID-19 pandemic.




Closing

We will be pleased to respond to any questions you have about this report or set up an introductory
meeting to discuss the other recommendations at no charge. We appreciate the opportunity to continue
to be of service to the Land Clearance for Redevelopment Authority of Kansas City, Missouri.

Ailen, Gibbs & Howlik, L.C
CERTIFIED PUBLIC ACCOUNTANTS

September 3, 2020
Wichita, KS
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Internal Control Deficiencies

In planning and performing our audit of the financial statements of the Land Clearance for
Redevelopment Authority (Authority) as of and for the year ended April 30, 2020, in accordance with
auditing standards generally accepted in the United States of America, we considered the Authority’s
internal control over financial reporting (internal control) as a basis for designing audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal
control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A deficiency in design exists when (a) a control
necessary to meet the control objective is missing, or (b) an existing control is not properly designed so
that, even if the control operates as designed, the control objective would not be met. A deficiency in
operation exists when a properly designed control does not operate as designed or when the person
performing the control does not possess the necessary authority or competence to perform the control
effectively.

A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there
is a reasonable possibility that a material misstatement of the Authority’s financial statements will not be
prevented, or detected and corrected, on a timely basis.

A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention to those charged with
governance.

Following are descriptions of identified deficiencies in internal control that we determined did not
constitute significant deficiencies or material weaknesses:

Sequential Checks

The Authority’s operations were managed off-site during the COVID 19 pandemic. During this time
checks were processed out of sequential number which could potentially lead to fraudulent activity or
duplicated payments not being properly identified in a timely manner The checks that were not used in
sequential order were accounted for and reviewed during the audit, however, we recommend that the
Authority ensures checks are used sequentially in the future to avoid any potential confusion with
payments and/or opportunities for misappropriation.

Allen, Glbbs & Houllk, L.C. A aghlc.com aghemploysersolutions.com aghuniversity.com 316.267.7231 301 N. Main, Suite 1700 Wichila, KS 67202-4868



Recommendations

Revenues collected and remitted to the Economic Development Corporation

We noted that revenue and expenses were duplicated for certain revenues received that were required
to be remitted to Economic Development Corporation of Kansas City, Missouri (EDC). While this had
no net impact on the financials statements, we do recommend that management perform
reconciliations at least quarterly to ensure that expenses recorded in the Authority’s financial
statements for payments owed to EDC reconciles with the revenue recorded by EDC for the same
activity.

Closing

This communication is intended solely for the information and use of the Commission Members and
management, and is not intended to be, and should not, be used by anyone other than these specified
parties.

4((@./7, Gibbs & Howlik, L.C
CERTIFIED PUBLIC ACCOUNTANTS

September 3, 2020
Wichita, KS
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INDEPENDENT AUDITOR’S REPORT

Board of Commissioners
Land Clearance for Redevelopment Authority
Kansas City, Missouri

We have audited the accompanying financial statements of the governmental activities and each major
fund of the Land Clearance for Redevelopment Authority (Authority), a component unit of the City of
Kansas City, Missouri, as of and for the year ended April 30, 2020, and the related notes to the financial
statements, which collectively comprise the Authority’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’'s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the Authority, as of

April 30, 2020, and the respective changes in financial position thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3-7 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Governmental Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 3,
2020 on our consideration of the Authority’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Authority's internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering
the Authority’s internal control over financial reporting and compliance.

Ailen, Gibbs & Houlik, LC.

CERTIFIED PUBLIC ACCOUTANTS
September 3, 2020
Wichita, KS



LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Land Clearance for Redevelopment Authority (Authority), we offer readers the
Authority’s financial statements with this narrative overview and analysis of the financial activities of the
Authority for the fiscal year ended April 30, 2020. We encourage readers to read the information
presented here in conjunction with additional information that we have furnished in the Authority’s
financial statements which follow this narrative.

Financial Highlights

o KC Hotel Convention Center - Construction continued for the Loews KC Convention Center Hotel
in downtown Kansas City, Missouri. The privately funded project through the Land Clearance for
Redevelopment Authority will occupy 3 acres of the City of Kansas City, Missouri land. The project
was a mixture of private and public financing issued in 2018. A 2018 Series A and 2018 Series B
bonds valuing $79 million were issued through the Authority and TIF Commission.

o ReBuild KC Program - Continued redevelopment and sales of properties within the City of Kansas
City, Missouri’'s ReBuild KC Plan in the Beacon Hill area occurred during the year. Program
income of approximately $249,883 was earned through sale of properties during the fiscal year.
The Authority maintains approximately $5,994 in real estate held for redevelopment.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial
statements. The Authority’s basic financial statements consist of three components: 1) government-wide
financial statements, 2) fund financial statements and 3) notes to the financial statements. The basic
financial statements present two different views of the Authority through the use of government-wide
statements and fund financial statements.

Basic Financial Statements

The first two statements in the basic financial statements are the government-wide financial
statements. They provide both short-term and long-term information about the Authority’s financial
status.

The next statements are fund financial statements. These statements focus on the activities of the
individual parts of the Authority’s government. These statements provide more detail than the
government-wide statements.

The next section of the basic financial statements is the notes. The notes to the financial statements
explain in detail some of the data contained in those statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide the reader with a broad overview
of the Authority’s finances, similar in format to a financial statement of a private-sector business. The
government-wide financial statements provide short-term and long-term information about the
Authority’s financial status as a whole.



LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

MANAGEMENT’S DISCUSSION AND ANALYSIS

1. The statement of net position represents information on all the Authority’s assets and liabilities,
with the difference between the two reported as net position. Measuring net position is one way
to gauge the Authority’s financial condition.

2. The statement of activities presents information showing how the Authority’s net position changed
during the year. This statementincludes all of the Authority’s revenues and expenses, regardless
of when the cash is received or paid.

Fund Financial Statements

The fund financial statements provide a more detailed look at the Authority’s most significant activities.
A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives.

Governmental Funds

Governmental funds are used to account for those functions reported as governmental activities in the
government-wide financial statements. All of the Authority’s basic services are accounted for in
governmental funds. These funds focus on how assets can readily be converted into cash flow in and
out, and what monies are left at year-end that will be available for spending in the next year.
Governmental funds are reported using an accounting method called modified accrual accounting,
which provides a short-term spending focus. As a result, the governmental fund financial statements
provide a detailed short-term view that helps the reader determine if there are more or fewer financial
resources available to finance the Authority’s programs. The relationship between government
activities (reported in the Statement of Net Position and the Statement of Activities) and governmental
funds is described in a reconciliation that is a part of the fund financial statements.

Notes to Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided
in the government-wide and fund financial statements.

Analysis of the Basic Financial Statements

Our analysis below focuses on the net position and changes in net position of the Authority for the
year ended April 30, 2020.



LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

MANAGEMENT’S DISCUSSION AND ANALYSIS

Net Position
Governmental Activities

2020 2019
Assets
Cash $ 56,918 $ 233,423
Restricted cash and investment 10,061,037 34,873,586
Other current assets 73,771 45,190
Notes receivable 1,400,000 1,400,000
Real estate held for redevelopment 212,571 228,986
Capital assets, net of accumulated depreciation 3,544,401 3,647,109
Total assets 15,348,698 40,428,924
Liabilities
Current liabilities 966,082 934,832
Due to the City of Kansas City, Missouri 1,431,422 1,471,092
Long-term liabilities 63,032,558 63,014,177
Total liabilities 65,430,062 65,420,101
Net position
Net investment in capital assets 3,544,401 3,647,109
Restricted - expandable 9,494,389 34,323,353
Unrestricted (63,120,154) (62,962,269)
Total net position $ (50,081,364) $ (24,991,807)

As noted earlier, net position may serve over time as one useful indicator of a government’s financial
condition. The liabilities of the Authority exceeded assets by $50,081,364 as of April 30, 2020. The
Authority’s net position decreased by $25,089,557 for the fiscal year ended April 30, 2020.

The net investment in capital assets consists of the Wyandotte parking garage and other properties
net of accumulated depreciation. The restricted net position is associated with the remaining proceeds
of the 2018 Series B bonds issued for the KC Convention Center Hotel project and with land held for
redevelopment. As the bonds proceeds are utilized and the properties are sold, the restricted net
position is reduced.



LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

MANAGEMENT’S DISCUSSION AND ANALYSIS

Changes in Net Position
Governmental Activities

2020 2019
Revenues
Program revenues
Charges for services $ 235,599 $ 331,566
Operating grants and contributions 156,724 2,315
Capital grants and contributions 249,883 110,328
General revenues
Interest and other 421,749 917,371
Total revenues 1,063,955 1,361,580
Program expenses
Economic development 23,036,637 16,290,550
Interest and bonds issuance costs 3,116,875 3,060,776
Total expenses 26,153,512 19,351,326
Change in Net Position (25,089,557) (17,989,746)
Net Position, Beginning of Year (24,991,807) (7,002,061)
Net Position, End of Year $ (50,081,364) $ (24,991,807)

The revenues decreased and expenses increased in 2020 compared to 2019. The charges for
services decreased from previous year due to a decrease in tax abatement revenue and a decrease in
funding agreements with developers within urban renewal plans. The operating grants and
contributions increased due to payments received from the City of Kansas City, Missouri to assist in
area developments. Capital grants and contributions increased due to the activity within the Beacon
Hill (ReBuild KC) redevelopment area.

The increase in program expenses was due to and increase associated with the ongoing construction
of the KC Convention Center Hotel project and increased activity within the redevelopment of the Beacon
Hill (ReBuild KC) area in fiscal year 2020.

Financial Analysis of the Authority’s Funds

The focus of the Authority’s governmental funds is to provide information on near-term inflows,
outflows and balances of spendable resources. Such information is useful in assessing the Authority’s
financing requirements. In particular, unassigned fund balance serves as a measure of an entity’s net
resources available for use.

As the Authority completed the year, its governmental funds reported a total fund balance of
$9,973,441, a decrease of $24,952,053 from the prior year. This was due primarily to the increase of
ongoing construction costs on the KC Convention Center Hotel project and from lower than
anticipated revenue associated with tax abatement fee collection offset by increased sales of parcels
in the Beacon Hill area.



LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Authority’s ending general fund balance decreased $139,504. General fund revenues increased
$195,663, due to increases in intergovernmental revenues and ReBuild KC activity offset by a decrease
in reimbursement from developers and fee revenues as discussed previously. General fund expenditures
increased $190,075 driven mostly due to the increase in revenues collected from ReBuild KC activities that
are due to a related party.

The Authority’s ending capital projects fund balance decreased $24,812,549. In 2020, the fund
continued to incur construction cost and interest expenditures related to the KC Convention Center
Hotel project of $25,233,517 on the second full year of this project. This was offset by interest earned
on restricted investments of $420,968.

Capital Assets and Debt Administration

The table below describes the capital and real estate assets for the Authority. Additional information
regarding capital assets and real estate can be found in Notes 6 and 7.

2020 2019
Land $ 1,900,000 $ 1,900,000
Other capital assets 1,644,401 1,747,109

$ 3,544,401 $ 3,647,109

Real estate held for redevelopment $ 212,571 $ 228,986

At April 30, 2020, the Authority had $63,400,000 in debt outstanding related to the Series 2018B bond
issued in the prior year. No principal payments are due on the debt until fiscal year 2031. The Authority
is only obligated for the amount of incremental taxes received attributable to the project. Additional
information regarding the long-term debt can be found in Note 9.

Requests for Information

This report is designed to provide an overview of the Authority’s finances for those with an interest in
this area. Questions concerning any of the information found in this report or requests for additional
information should be directed to the Controller of EDC, 300 Wyandotte Street, Suite 400, Kansas City,
Missouri 64105. For additional information about our organization, the website address is
www.edckc.com.



LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

STATEMENT OF NET POSITION

April 30, 2020
Governmental
Activities
Assets
Cash $ 56,918
Restricted cash and investments 10,061,037
Accounts receivable 64,497
Notes receivable 1,400,000
Prepaid items 9,274
Real estate held for redevelopment 212,571
Capital assets
Land 1,900,000
Other capital assets, net of accumulated depreciation 1,644,401
Total assets $ 15,348,698
Liabilities
Accounts payable $ 51,959
Accrued interest 779,219
Due to related parties 134,904
Due to the City of Kansas City, Missouri 1,431,422
Lonb-term liabilities due in more than one year 63,032,558
Total liabilities 65,430,062
Net Position (Deficit)
Net investment in capital assets 3,544,401
Restricted 9,494,389
Unrestricted (63,120,154)
Total net position (deficit) $ (50,081,364)

The accompanying notes are an
integral part of these financial statements.
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LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

STATEMENT OF ACTIVITIES

Year Ended April 30, 2020

Net (Expense)
Revenue and Changes

Program Revenues in Net Position

Operating Capital Total
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Governmental activities:
Economic development 23,036,637 $ 235,599 $ 156,724 $ 249,883 $ (22,394,431)
Interest and fees on long-term debt 3,116,875 - - - (3,116,875)
Total governmental activities 26,153,512 235,599 156,724 249,883 (25,511,306)
General revenues:
Interest 421,749
Total general revenues 421,749
Change in net position (25,089,557)
Net position, beginning of year (24,991,807)
Net position, end of year $ (50,081,364)

The accompanying notes are an
integral part of these financial statements.



LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

BALANCE SHEET - GOVERNMENTAL FUND

April 30, 2020
Total
General Capital Governmental
Fund Projects Funds
Assets
Cash $ 56,918 $ - $ 56,918
Restricted cash and investments - 10,061,037 10,061,037
Accounts receivable 64,497 - 64,497
Notes receivable 1,400,000 -- 1,400,000
Prepaid items 9,274 -- 9,274
Total assets $1,530,689 $10,061,037 $ 11,591,726
Liabilities
Accounts payable $ 51,959 $ - $ 51,959
Due to related parties 134,904 -- 134,904
Due to the City of Kansas City, Missouri 1,431,422 - 1,431,422
Total liabilities 1,618,285 - 1,618,285
Fund balances
Nonspendable 9,274 - 9,274
Restricted for economic development - 10,061,037 10,061,037
Unassigned (96,870) - (96,870)
Total fund balances (87,596) 10,061,037 9,973,441
Total liabilities and fund balances $1,530,689 $10,061,037 $ 11,591,726
Amounts reported for governmental activities in the
statement of net position (deficit) are different because:
Fund balances of governmental funds $ 9,973,441
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds
Capital assets - land 1,900,000
Other capital assets, net of accumulated depreciation 1,644,401
Real estate held for development 212,571
Long-term liabilities, inclding bonds payable, are not due and
payable in the current period and, therefore, are not reported
as liabilities in the funds
Accrued interest (779,219)
Long-term debt (63,400,000)
Unamortized discount on bond issuance 367,442

Net position of governmental activities

The accompanying notes are an

integral part of these financial statements.
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LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUND

Year Ended April 30, 2020

Total
General Capital Governmental
Fund Projects Funds
Revenues
Reimbursements from developers $ 78,200 $ -- $ 78,200
Intergovernmental revenue 156,724 - 156,724
ReBuild KC 249,883 249,883
Fees 157,399 -- 157,399
Lease income - Block 74
City 203,219 -- 203,219
Interest 781 420,968 421,749
Total revenues 846,206 420,968 1,267,174
Less:
Lease income returned to the City of Kansas City, Missouri (203,219) -- (203,219)
Total net revenues 642,987 420,968 1,063,955
Expenditures
Current
Professional services 113,181 -- 113,181
Administrative fees paid to related party 381,809 - 381,809
Miscellaneous 49,652 - 49,652
Project costs - 22,116,642 22,116,642
Capital outlay
Project costs 236,959 - 236,959
Property maintenance costs 890 - 890
Debt service
Interest and bond issuance costs - 3,116,875 3,116,875
Total expenditures 782,491 25,233,517 26,016,008
Excess of revenues over expenditures and net change
in fund balance (139,504) (24,812,549) (24,952,053)
Fund balance, beginning of year 51,908 34,873,586 34,925,494
Fund balance, end of year $ (87,596) $10,061,037 $ 9,973,441

The accompanying notes are an
integral part of these financial statements.
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LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES

Year Ended April 30, 2020

Amounts reported for governmental activities in the
statement of activities are different because:

Net change in fund balance - total governmental funds

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the costs of those assets
area llocated over their estimated useful lives and reported as
depreciation expense. Capital and real estate assets related
reconciling items include the following:

Disposition of real estate held for redevelopment
Depreciation

The amortization of bond discounts affects long-term liabilities on the
statement of net position, but does not provide or use current financial

resources to governmental funds.

Net position of governmental activities

The accompanying notes are an
integral part of these financial statements.
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$ (24,952,053)

(16,415)
(102,708)

(18,381)

$ (25,089,557)



LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

NOTES TO THE FINANCIAL STATEMENTS

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations and Reporting Entity

The Land Clearance for Redevelopment Authority (Authority), was established, pursuant to a
1951 State of Missouri law (Land Clearance for Redevelopment law), as a public body, corporate
and politic, and was approved by ordinance of the City Council of Kansas City, Missouri (City) in
1952 to exercise its powers, functions and duties in the City. The Authority is governed by a five-
member Board of Commissioners appointed by the Mayor of the City (Mayor). The Authority has
the responsibility for the elimination of blight within the city limits of the City, by acquiring and
preparing land for redevelopment.

The Authority is a component unit of the City as defined by Statement No. 61 of the Governmental
Accounting Standards Board, the Financial Reporting Entity. The City approves certain project
budgets of the Authority, and the Mayor appoints Authority Commissioners. The Authority did
not have any component units at April 30, 2020.

Basis of Presentation

Government-wide Financial Statements - The government-wide statement of net position and
statement of activities report the overall financial activity of the Authority. These statements
include the governmental activities of the Authority. Governmental activities generally are
financed through taxes, intergovernmental revenues and other nonexchange transactions.

The statement of activities presents a comparison between direct expenses and program
revenues for the government-wide activities of the Authority and for each function of the
Authority’s governmental activities. Direct expenses are those that are clearly identifiable with a
specific function. Program revenues include (a) charges paid by the recipients for goods or
services offered by the programs and (b) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular program. Revenues that are not classified
as program revenues, including all taxes, are presented as general revenues.

Fund Financial Statements - The fund statements provide information about the Authority’s
funds. The emphasis on fund financial statements is on major governmental funds. All remaining
governmental funds are aggregated and reported as nonmajor funds. Each fund of the Authority
is considered a major fund and is presented in a separate column.

General Fund - The general fund is the main operating fund of the Authority and accounts for all
financial transactions. The general operating expenditures, fixed charges and capital
improvement costs are financed through revenues received by the general fund.

Capital Projects Fund - The capital projects fund is used to account for financial resources to be
used for the acquisition or construction of major assets that will be held for redevelopment and
other expenditures associated with redevelopment projects.
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LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

NOTES TO THE FINANCIAL STATEMENTS

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Basis of Accounting

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned
and expenses are recorded at the time liabilities are incurred, regardless of when the related
cash flow takes place. Nonexchange transactions, in which the Authority gives (or receives)
value without directly receiving (or giving) equal value in exchange, include grants and donations.
On an accrual basis, revenue from grants and other contributions are recognized in the fiscal
year in which all eligibility requirements imposed by the provider have been met.

Governmental funds are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible
within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the Authority considers revenues to be available if they are collected within 90 days
of the end of the current fiscal period. Expenditures generally are recorded when the liability is
incurred, as under accrual accounting.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Risk Management

The Authority is exposed to various risks and losses related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. As a
result, the Authority purchased commercial insurance to address its exposure to these risks.
Settlements have not exceeded insurance coverage in any of the past three fiscal years.

Net Position (Deficit)

Net position (deficit) of the Authority is classified in three components: net investment in capital
assets; restricted net position; and unrestricted net position. Net investment in capital assets
consists of capital assets net of accumulated depreciation. Restricted net position is made up of
noncapital assets that must be used for a particular purpose, as specified by creditors, grantors
or donors external to the Authority. Unrestricted net position is remaining assets less remaining
liabilities that do not meet the definition of net investment in capital assets or restricted. The
Authority first applies restricted net position when an expense or outlay is incurred for purposes
for which both restricted and unrestricted net position is available.
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LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

NOTES TO THE FINANCIAL STATEMENTS
NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Fund Balance
The fund balances for the Authority’s funds are displayed in five components:

Nonspendable - Nonspendable fund balances are not in a spendable form or are required to
be maintained intact.

Restricted - Restricted fund balances may be spent only for the specific purposes stipulated
by external resource providers, constitutionally or through enabling legislation. Restrictions
may be changed or lifted only with the consent of resource providers.

Committed - Committed fund balances may be used only for the specific purposes
determined by resolution of the Board of Commissioners. Commitments may be changed or

lifted only by issuance of a resolution by the Board of Commissioners.

Assigned - Assigned fund balances are intended to be used by the Authority for specific

purposes as determined by management. In governmental funds other than the general
fund, assigned fund balance represents the amount that is not restricted or committed. This

indicates that resources in other governmental funds are, at a minimum, intended to be used

for the purpose of that fund.

Unassigned - Unassigned fund balance is the residual classification for the general fund and
includes all amounts not contained in the other classifications.

The Authority considers restricted amounts to have been spent when an expenditure is

incurred for purposes for which both restricted and unrestricted fund balance is available.
The Authority applies committed amounts first, followed by assigned amounts, and then

unassigned amounts when an expenditure is incurred for purposes for which amounts in any

of those unrestricted fund balance classifications could be used.

Government Grants

Support funded by grants is recognized as the Authority performs the contracted services or

incurs outlays eligible for reimbursement under the grant agreements. Grant activities and
outlays are subject to audit and acceptance by the granting agency and, as a result of such audit,
adjustments could be required.

Capital Assets

Capital assets are recorded at cost at the date of acquisition. Depreciation is computed using
the straight-line method over the estimated useful life of each asset. The Authority capitalizes

all items with a cost exceeding $1,000 and a useful life of greater than one year.
The following estimated useful lives are being used by the Authority:

Buildings and improvements 40 years
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LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

NOTES TO THE FINANCIAL STATEMENTS

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Budgetary Accounting

The Authority is not required to legally adopt a budget. Internal controls over spending in specific
funds, not subject to legal budgets, are maintained by the use of internal spending limits set by
management.

CONVENTION CENTER HOTEL FINANCING

In fiscal year 2018, the Authority entered into a series of transactions designed to assist KC
Hotel Property Owner, LLC (Developer) in the financing of the convention center hotel to be
constructed in downtown Kansas City, Missouri. Two series of bonds were issued, Series 2018A
and 2018B, in amounts of $60,405,000 and $63,400,000, respectively. The Authority also
entered into a separate building loan agreement that allows for borrowings up to a maximum of
$110,000,000. A community improvement district (CID) and tax increment financing (TIF) district
were both established surrounding the area to be developed.

The proceeds of the Series 2018A bonds were immediately loaned to the Developer. The CID
is to levy a special assessment on the property within the district. The special assessment will
be in an amount sufficient to pay the debt service on the 2018A bonds. The Authority, as the
legal owner of the convention center hotel, is technically responsible for making the special
assessment payments. Under the terms of the loan agreement, the Developer is to make loan
payments to the Authority in an amount sufficient to fund the special assessments due to the
CID. A separate assignment agreement was executed, resulting in the Developer making the
special assessment payments directly to the trustee of the 2018A bonds. The Authority has no
obligation beyond the initial lease or loan. As a result, the Series 2018A bonds are conduit debt
of the Authority and not reflected within the financial records of the Authority. At April 30, 2020,
the outstanding balance of the Series 2018A bonds was $60,405,000.

The Series 2018B bonds are secured by future economic activity taxes to be generated within
the TIF district. As the economic activity taxes are generated within the TIF district, these
amounts will be collected and remitted to the trustee of the Series 2018B bonds for debt service.
There is no guarantee that the future economic activity taxes will be sufficient to fund the debt
service. There is no other formal security related to the future debt service for the Series 2018B
issuance. Due to the lack of any external repayment guarantee, the Authority has recorded the
Series 2018B bonds as its liability, as well as all of the activity subsequent to issuance. See
Note 9 for further disclosure related to the Series 2018B bonds.

The Authority’s building loan agreement provides for borrowing up to a maximum of
$110,000,000 for the construction of the convention center hotel. Concurrently, the Authority
entered into a lease agreement with the Developer related to the property to be constructed.
The lease payments are to be an amount sufficient to pay the principal and interest and all other
amounts due and payable under the construction loan agreement. An assignment agreement
was executed that redirected the lease payments directly to the creditor. The Authority has no
obligation beyond the initial lease or loan. As a result, the building loan is conduit debt of the
Authority and not reflected within the financial records of the Authority.
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3.

LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

NOTES TO THE FINANCIAL STATEMENTS

DEPOSITS AND INVESTMENTS
Restricted cash and investments consist of amounts held in trust.

Deposits - Custodial credit risk is the risk that in the event of a bank failure, a government’s
deposits may not be returned to it. The Authority’s deposit policy for custodial credit risk
requires compliance with the provisions of state law.

Collateral is required by state law for demand deposits. The fair value of the collateral must
equal 100% of deposits not covered by federal deposit insurance. Obligations that may be
pledged as collateral are governed by state law and include U.S. government and government
agency bonds and securities; general obligation bonds of any of the 50 states; general obligation
bonds of any Missouri county, certain cities and special districts; and revenue bonds of certain
Missouri agencies.

At April 30, 2020, none of the Authority’s bank balances were exposed to custodial credit risk.

Investments - The Authority’s investment policy allows investments in accordance with the
State of Missouri guidelines.

Recurring Fair Value Measurements - Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. Fair value measurements must maximize the use of observable
inputs and minimize the use of unobservable inputs. There is a hierarchy of three levels of
inputs that may be used to measure fair value:

Level 1 Quoted prices in active markets for identical assets or liabilities

Level 2 Observable inputs other than Level 1 prices, such as quoted prices for
similar assets or liabilities; quoted prices in markets that are not active;
or other inputs that are observable or can be corroborated by
observable market data for substantially the full term of the assets or
liabilities

Level 3 Unobservable inputs supported by little or no market activity and are
significant to the fair value of the assets or liabilities

As of April 30, 2020, the Authority only had investments in money market mutual funds which
are not subject of fair value measurements.

Interest Rate Risk - Interest rate risk is the risk that the fair value of the Authority’s investments
will decrease as a result of an increase in interest rates. As a means of limiting its exposure to
fair value losses arising from rising interest rates, the Authority’s investment policy limits the final
maturity on any security owned to a maximum of five years. As of April 30, 2020, the Authority
had the following investments and maturities:
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3.

LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

NOTES TO THE FINANCIAL STATEMENTS

DEPOSITS AND INVESTMENTS (CONTINUED)

Maturities in Years

Type Fair Value Less than 1 1-5 6-10
Money market mutual funds $ 10,061,037 $ 10,061,037 $ -- $ --
$ 10,061,037 $ 10,061,037 $ -- $ -

Credit Risk - Credit risk is the risk that the Authority will not recover its investment due to the
ability of the counterparty to fulfill its obligation. The Authority’s formal investment policy does
not address credit risk. At April 30, 2020, the Authority’s investments were only in money market
mutual funds.

Custodial Credit Risk - Custodial credit risk is the risk that, in the event of the failure of the
counterparty, the Authority will not be able to recover the value of its deposits, investments or
collateral securities that are in the possession of an outside party (i.e., the Authority’s
safekeeping institution).

The Authority’s investment policy requires that all funds on deposit with any financial institution
be secured with collateral securities in an amount equal to at least 102% of the deposit less any
amount insured by the Federal Deposit Insurance Corporation (FDIC), or any other
governmental agency performing a similar function. As of April 30, 2019, all deposits were
adequately and fully collateralized.

The Authority’s investment policy requires that all investments securities be held in the
Authority’s name in the Authority’s safekeeping account at its safekeeping institution, thereby
mitigating custodial credit risk. As of April 30, 2020, all investments securities were in the
Authority’s name in the Authority’s safekeeping accounts at its safekeeping institution.

Concentration of Credit Risk - As of April 30, 2020, the Authority only has investments in money
market mutual funds.

RELATED PARTY TRANSACTIONS

The Authority pays the Economic Development Corporation of Kansas City, Missouri (EDC) for
office space and certain other administrative services when excess funds are available. For the
year ended April 30, 2020, the Authority incurred expenses of $381,809 for these services. At
April 30, 2020, the Authority owed $134,904 to the EDC for administrative services.

At April 30, 2020, the Authority owed the City $31,422 related to the leased property described
in Note 8.
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LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

NOTES TO THE FINANCIAL STATEMENTS

NOTES RECEIVABLE

In accordance with a loan agreement dated February 21, 1991, the Authority loaned Longfellow
Heights Apartments, L.P. (Longfellow) $1,400,000. The loan matures January 31, 2031, along
with all unpaid interest. If, during the year, Longfellow has available net cash flow above a certain
level defined in the loan agreement, they will be required to pay interest on the loan for that year
at 7%. If Longfellow does not meet the available net cash flow criteria, the loan bears no interest.
As the loan is repaid to the Authority, such funds will be remitted to the City. During the fiscal
year ended April 30, 2020, no amounts were received and remitted to the City. Accordingly, the
financial statements reflect a note receivable and an amount due to the City of $1,400,000.

CAPITAL ASSETS

A summary of changes in capital assets is as follows:

Governmental Activities
April 30, 2019 Additions Deductions Transfer  April 30, 2020

Nondepreciable capital assets

Land $ 1,900,000 § - 3% - $ - $ 1,900,000
Depreciable capital assets
Building and improvements 4,108,316 -- -- -- 4,108,316
Less accumulated depreciation  (2,361,207) (102,708) -- -- (2,463,915)
Total depreciable capital
assets, net 1,747,109 (102,708) -- -- 1,644,401
Total governmental activities
capital assets, net $ 3,647,109 $ (102,708) $ - 9 - $ 3,544,401

REAL ESTATE HELD FOR REDEVELOPMENT
All real estate held for redevelopment is held at the lower of cost or net realizable value.

The Authority has entered into an agreement with a developer to redevelop the Columbus
Park/Guinotte Manor area (Redevelopment Project) into a commercial and residential area that
may include mixed use commercial development and mixed income residential housing. Under
the agreement, the Authority will acquire certain properties within the Redevelopment Project
through purchases and transfers and then sell those properties to the developer.

In connection with the Redevelopment Project, the Authority had previously acquired real estate
with a total original cost of $4,176,034. Based on amounts specified in the redevelopment plan,
management estimates that the real estate within the Redevelopment Project will ultimately be
sold at a minimum price of $2.00 per square foot. Prior to the year ended April 30, 2020, in
accordance with generally accepted accounting principles, the government-wide financial
statements reflected a $3,827,725 write down of the carrying value of this real estate to arrive at
its estimated net realizable value of $348,309. During the year ended April 30, 2020, the
Authority did not acquire or dispose of any Redevelopment Project properties, no additional
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LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

NOTES TO THE FINANCIAL STATEMENTS

REAL ESTATE HELD FOR REDEVELOPMENT (CONTINUED)

rehabilitation expenses were incurred within the Redevelopment, and the Authority recognized
no impairment loss related to the Redevelopment Project. At April 30, 2020, the properties within
the Redevelopment Project had a carrying value of $170,797.

During the year ended April 30, 2012, the Authority began to receive the properties of the
Housing and Economic Development Financial Corporation. The properties were initially
contributed to the EDC Strategic Initiative Fund, a related party of the Authority, and then
transferred to the Authority. The Authority is responsible for redevelopment and disposal of the
properties under the City’s ReBuild KC Plan. The carrying value of the ReBuild KC properties at
April 30, 2019 was $22,409. During the year ended April 30, 2020, the Authority disposed of
properties with a carrying value of $16,415. The Authority did not receive any contributions and
no impairment losses were recognized during the year. The carrying value of the ReBuild KC
properties at April 30, 2020 was $5,994.

In addition to the Redevelopment Project and the ReBuild KC project, the Authority held other
real estate for redevelopment with a carrying value of $35,780 at April 30, 2019. During the year
ended April 30, 2020, the Authority did not acquire or dispose of any of these properties. No
impairment losses were recognized during the year ended April 30, 2020 for the other
redevelopment properties. At April 30, 2020, the carrying value of the other redevelopment
properties was $35,780.

A summary of changes in real estate held for redevelopment is as follows:

April 30, 2019 $ 228,986

Additions --
Contributions --
Disposals (16,415)
Transfer -
Impairment Loss --

April 30, 2020 $ 212,571

OPERATING LEASES

The Authority leases Block 74 property to the Wyandotte Garage Corporation in accordance with
a 99-year operating lease, which commenced on December 1, 1985 and terminates on
November 30, 2084. Lease payments are equal to 15% of gross receipts as defined in the lease
agreement. The Authority received $203,219 of lease payments during the fiscal year ended
April 30, 2020 and remitted $203,219 to the City. The cost and accumulated depreciation of the
leased assets at April 30, 2020 was $5,838,283 and $2,412,200, respectively.
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10.

LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

NOTES TO THE FINANCIAL STATEMENTS

LONG-TERM DEBT

The following is a summary of the changes in long-term obligations for the year ended April 30,

2020:
Amount Due in
April 30, 2019 Additions Retirements  April 30, 2020 One Year
Convention Center Hotel
Project Series 2018B,
interest ranging from
4.75% to 5%, payable
through February 2050 $ 63,400,000 $ - -- $ 63,400,000 $ --
Less discount 385,823 -- (18,381) --
Total long-term obligations $ 63,014,177  $ - (18,381) $63,032,558 % -

On January 9, 2018, the Authority issued $63,400,000 of revenue bonds related to the
convention center hotel project. The bonds are special, limited obligations of the Authority
payable solely from and secured as to the payments of principal and interest by a pledge of
economic activity taxes. The bonds mature through February 1, 2050 in the amounts ranging

from $8,500,000 to 32,900,000 at interest rates ranging from 4.75% to 5%.

Aggregate annual maturities of long-term debt at April 30, 2020 are:

Fiscal Year Principal Interest
2021 -- 3,116,875
2022 -- 3,116,875
2023 - 3,116,875
2024 -- 3,116,875
2025 -- 3,116,875

2026 - 2030 - 15,584,375
2031 - 2035 8,500,000 14,096,875
2036 — 2040 22,000,000 13,725,000
2041 — 2045 -- 8,225,000
2046 — 2050 32,900,000 8,225,000

$ 63,400,000 $ 75,440,625

CONDUIT DEBT

The Authority also issues industrial revenue bonds to provide tax-exempt financing for qualified
projects or serves as a conduit agent for redevelopment financing arrangements. However, all
principal and interest on such bonds or financing arrangements are payable by the developers
or property owners. The Authority has no obligation beyond the initial lease or loan, which has
been assigned to various financial or banking entities. Conduit debt outstanding under these
arrangements at April 30, 2020 is as follows:
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10.

11.

LAND CLEARANCE FOR REDEVELOPMENT AUTHORITY
(A Component Unit of the City of Kansas City, Missouri)

NOTES TO THE FINANCIAL STATEMENTS

CONDUIT DEBT (CONTINUED)

720 Oak $ 682,688
6410 Paseo BLVD 14,500,000
Series 2018A Convention Center Hotel 60,405,000
Beacon House Multi-Family Project 43,000,000
Hyatt House Hotel Project 38,000,000

$ 156,587,688

SUBSEQUENT EVENTS

On March 11, 2020, the World Health Organization declared COVID-19 a global pandemic and
recommended worldwide mitigation measures. The extent of COVID-19's effect on the
Authority’s operational and financial performance will depend on future developments, including
the duration, spread and intensity of the pandemic, all of which are uncertain and difficult to
predict considering the rapidly evolving landscape. As a result, it is not currently possible to
ascertain the overall impact of COVID-19 on the operations. However, if the pandemic continues
to evolve it is likely to impact the volume of development activity incurred by the Authority which
will reduce the Authority’s developer revenue and tax abatement revenue.
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AGH 2

CPAs & ADVISORS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR’S REPORT

Board of Commissioners
Land Clearance for Redevelopment Authority
Kansas City, Missouri

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities and each major fund of the Land Clearance for Redevelopment Authority (Authority), a
component unit of the City of Kansas City, Missouri, as of and for the year ended April 30, 2020, and the
related notes to the financial statements, which collectively comprise the Authority’s basic financial
statements, and have issued our report thereon dated September 3, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinions on the basic financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's basic financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of basic financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Allen, Glbbs & Houllk, L.C. A aghlc.com aghemploysersolutions.com aghuniversity.com 316.267.7231 301 N. Main, Suite 1700 Wichila, KS 67202-4868



Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Authority’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Authority’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Ailen, Gibbs & Houlik, LC.

CERTIFIED PUBLIC ACCOUNTANTS
September 3, 2020
Wichita, KS
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