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OAK RIDGE INDUSTRIAL DEVELOPMENT BOARD

​MINUTES
DATE:

April 7, 2008
TIME:

4:00 pm

PLACE:
Municipal Building Training Room

PRESENT:
William Biloski, Stephen Grady, Doug Janney, John McKittrick, Alan Liby, Hal Osucha, William Pardue, Harold Trapp, David Wilson

ABSENT:
None
ALSO

PRESENT:  
James O’Connor – City Manager; Ken Krushenski-City Attorney; Steve Jenkins – Deputy City Manager, Angie Marshall-City Staff, Parker Hardy and Kim Denton - Chamber/Partnership, John Huotari-Oak Ridger, Bob Fowler-News Sentinel, Kathy Barber – Chamber of Commerce, Charlie Hensley – Oak Ridge City Council, Jai Parsons - ORUD, Susan Gawarecki - ORRLOC
Mr. Janney called the meeting to order at 4:00 p.m.

Mr. Janney announced that Frank Robinson, Economic Development Director, had retired, and he introduced Angie Marshall, the City Grants Administrator, who will be providing staff support for the IDB.  Ms. Marshall has been an employee of the City of Oak Ridge for three years, and has a Masters Degree in Public Management.  She has previously been in the administrative offices in the police department.  Mr. O’Connor said that he would be taking a more active role in economic development, and Ms. Marshall would be providing staff support for that, though her primary role will be staff support for IDB.
Approval of Agenda

Mr. Janney noted some amendments to the agenda.  Under New Business, Mr. Krushenski had some comments regarding the Health and Education Board that he needed to present, and Mr. Janney asked to move Parker Hardy’s comments up on the agenda.

Mr. Wilson made a motion to approve the agenda as amended.   Mr. Trapp seconded the motion.  Motion carried.  

Approval of Minutes

Mr. Krushenski asked to include in the minutes, under New Business – MOU Draft for Revised Incentive Policy, the date that City Council would review this, which would be April 21, 2008.

Mr. Biloski made a motion to approve the minutes of the regular meeting held as amended.  Mr. Wilson seconded the motion. Motion carried.

Treasurer's Report

Mr. Trapp reported that there are two CD’s, one in the amount of $358,162.70 and one for $554,481.74, and that is for the special fund.  In the checking account for the special fund, there is $7,677.98, and there is $1,327.78 in the general fund checking account.  That gives a total of roughly $44,684.14.  Mr. Wilson moved to accept the treasure's report as submitted.  Mr. Biloski seconded the motion.  Motion carried.

Prospect Activity 
Ms. Denton introduced Kathy Barber, with the Chamber, working primarily with existing industry.
Ms. Denton reported that prospect activity has picked up during the past month, with three prospects in the previous week.  It is mostly manufacturing activity, as well as existing industries looking at expansion.

Potential Incentive Policy Application - Mr. Hardy reported on a potential retail commercial activity.  He said that there has been a request from a commercial project looking for an end-of-summer construction date.  The prospect has requested a pre-application meeting to investigate the city’s new commercial incentive program.
Attorney’s Report

USEC Lease – They have closed on the Boeing Building.  The lease is still pending.
Committee Reports 
BVIP Land Inquiry – On March 31st, a prospect toured parcel 30-BZ-1.  The prospect is to offer a proposal in a letter.

Spec Building Proposal –  Mr. Janney provided an overview of the MOU from Heritage Center LLC.

He noted the agenda packet included a spec building  proposal from Heritage Center.  Over the last three meetings, the spec bldg project has been on the agenda.  Mr. Janney said that, coincidentally, several opportunities have arisen out of the private development industry.  The IDB has received a formal proposal from Heritage Center LLC, which operates the properties that have been turned over to private use by DOE at the former K-25 site for CROET.

Mr. Janney reminded the Board that at the last meeting, the availability was discussed of two properties at Heritage Center on Turnpike frontage – ED-5 West and ED-5 East.  ED- 5 West is the one that seems to be the parcel of choice, due to its flat topography and size, suited to  a 50,000 sf building.  ED-5 East has more topography issues.  ED-5 West is “in process” at DOE headquarters, meaning that transfer is imminent.

The proposal involves a 50,000 sf spec building, which seems to be the size that receives the most inquiries.  Heritage Center LLC anticipates that the total cost would be around $1.1 to $1.5 million.  They want the buildings to be as presentable as possible.  The sketch in the agenda packet showed the proposed design. A portion of the site work would be completed –  meaning parking, curbing, parking spaces, landscaping, walkway to buildings, etc, would be finished, instead of just a gravel lot.  

Mr. Janney said this would be a three-party partnership involving IDB, TVA, and Heritage Center.  The proposal is that IDB invest in the building with a $375,000 no-interest loan to Heritage toward construction of the project.  Those funds would be retained until the building is leased or sold, then the full amount would be returned to IDB.  As discussed previously, the building would remain non-taxable until leased or sold. The IDB would also serve as conduit for a TVA spec bldg low-interest loan, because the program calls for the loan to be to a public entity such as a municipality or industrial development board.  They will loan up to 1/3 of the cost of project, which would be $375,000, based on the estimated cost of the project being $1.1-$1.5 million.  The IDB would receive those funds and pass them on to the project.  The City is first in line to TVA for those funds, but the agreement is that Heritage would be backing the funds. 
There are some lending institutions/partnerships that TVA likes to get involved that takes TVA out of the deal five or six years down the road, depending on what the scenario that is agreed upon requires.  Mr. Krushenski will assist in preparing the application, and  TVA will review it and then provide a report back that requests any other information that is needed to finalize the application, and will make a firm indication on the availability of the loan funds.  There have already been some meetings and discussions with TVA, and they’re agreeable to this scenario.
Heritage Center would contribute the remainder of the funds and the land.  Also, they would take on the responsibility for the design and construction of the project.
The TVA loan program requires a marketing plan, and a building size justification.  Ms. Denton has that information available. The program also requires a steering committee, comprised of two members of IDB and two representatives from Heritage Center LLC, and Ms. Denton, as well as Ms. Marshall or Mr. O’Connor.  Mr. Krushenski said it might not be allowable for two members of IDB to serve on the steering committee.  He suggested one member of IDB and Mr. O’Connor.

The City, as the applicant, would proceed to confirm that the funds from the previously approved, and pending, TDEC fasttrack infrastructure grant, would still be available for providing utilities and infrastructure to the building to a 50,000 sf spec building, providing utilities and infrastructure to the building to be located at Heritage Center rather than Horizon Center.
Mr. Janney said that the proposal also considers a traditional risk-and-reward development scenario,  That might present an option for the IDB in that the IDB, as indicated, would simply contribute the $375,000 until the building is leased or sold and then the money comes back.  This part of the proposal includes an option for the IDB to consider entering in a risk-scenario, wherein if the building sold for less than cost, the return on the $375,000 would be less on a pro-rata basis.  If it sold for more, the IDB would participate in the profit.  If the IDB is not comfortable with such a scenario, Heritage would be willing to take on the risk and return the $375, 000.
Mr. Young, with CROET, in the MOU points out that all the pieces that need to come together  are not new or untested, and each should be attainable.  He indicates they will do everything possible to make this come about.

In looking at development plans for parcels that have been turned over at Heritage Center, ED-5 West and ED-5 East, along with what Heritage is calling the “front lawn”, that has been turned over for private use could be used as additional light industrial properties, or Bethel Valley Industrial Park- type property.  Mr. Janney said that this could be viewed as a catalyst for heading toward something much larger; a well-done light industrial park on the west part of town.

Mr. Janney proposed that the Board agree to pursue this partnering proposal with Heritage and move forward with doing what is required by TVA. Also, he requested that, as one of the TVA requirements is the steering committee, rather than two Board serve on the committee, that Mr. Biloski serve in that capacity due to his familiarity with the property and his daily presence at the site. 

Mr. Osucha made a motion that the Board convey back to Heritage Center LLC, in response to their letter dated March 18th, that we are in  agreement with moving forward with intent regarding their proposal, and would like to speak with a representative of Heritage LLC about the project at our next meeting.  

Mr. Trapp seconded the motion. 

Mr. Janney will prepare the letter to Heritage Center LLC.

Motion carried, with all in favor.
Mr. Biloski presented a Master Plan drawing showing Heritage Center properties for the Board’s information. 

Old Business 

Draft TIF Policy – Mr. Krushenski said the final edits have been done, and the Policy will be forwarded to City Council for the April 21st Council meeting.
Year-End Incentive Policy Reports – Mr. Jenkins said that all the reports have been received, and are in compliance with the Incentive Policy.  Mr. Biloski said that his understanding of the Policy was that a compilation of the reports, and a cover report, was to be forwarded to the county mayor and the City Council.  Mr. Jenkins said he would review the Policy.
MOU Draft for Revised Incentive Policy – The final edits have been made, and will be conveyed to City Council for the April 21st Council meeting under the same cover letter as the Draft TIF Policy.  Mr. Janney agreed to prepare a cover letter to City Council transmitting both the draft TIF Policy and Procedures and the MOU.
New Business
Health and Educational Facilities Board – Mr. Krushenski said that this Board has four vacancies.  He recommended that, as opposed to dissolving this Board, these vacancies by filled by IDB members, and let this Board become an arm of the IDB.  There would likely be only one meeting per year that could coincide with a regular IDB meeting.  This will be included on the May IDB agenda. 
Adjournment:

Mr. Wilson made a motion to adjourn the meeting at 5:10 pm.
______________________

Harold Trapp

Secretary/Treasurer

