City of Grand Island

Tuesday, May 10, 2011
Council Session

ltem |5

#2011-122 - Consider ation of Amended Economic Development
I ncentive Agreement with Standard Iron, Inc.

Staff Contact: Mary Lou Brown

I
City of Grand Island City Council



Council Agenda M emo

From: Mary Lou Brown, Interim City Administrator
M eeting: May 10, 2011
Subj ect: Approving Amended Economic Devel opment Incentive

Agreement with Standard Iron, Inc.
ltem #'s: -5
Presenter (9): Mary Lou Brown, Interim City Administrator

Mark Stelk, Chairman, Citizens’ Advisory Review
Committee

Backqground

At the May 2003 special election, the voters of the City of Grand Island approved LB840
funding to enable the City to extend economic development incentives through the Grand
Island Economic Development Corporation (GIEDC). The Economic Development
Corporation has received an application from Standard Iron, Inc. for building expansion
and additional employees. On January 13, 2011, the Executive Board of the GIEDC
approved the submission of the attached Economic Development Agreement to the
Citizens’ Review Committee (CRC) for consideration and recommendation. The CRC
met on February 8, 2011 and approved the request and Agreement for recommendation to
the City Council for final action and approval.

The City Council approved the application on February 22, 2011. Changes to the
Economic Development Agreement were requested by the City regarding the payback of
$150,000 if the plant expansion did not occur as outlined in the agreement.

The CRC met on April 26, 2011 and approved the amended Agreement for
recommendation to the City Council for final action and approval.

Discussion

Standard Iron Inc., supplier of metal products to be used in the manufacture and final
assembly of origina equipment manufactured items has submitted the required
application (see attached) for a total amount of $225,000. Proposed is the creation of 25
new jobs by December 31, 2012 with an average hourly wage of $13.00. Requested is



$3,000 per new employee not to exceed 25 employees and $150,000 to assist with a $1.7
million building expansion and $2 million in additional equipment for a total incentive
request of $225,000.

Standard Iron, Inc. currently has 98 employees and occupies 111,000 sg. ft. of plant
space. A total of $225,000 of LB840 funds for an additional 53,000 sq. ft. of
manufacturing space to be completed by July 2011 and 25 new employees is requested.

Alternatives

It appears that the Council has the following alternatives concerning the issue at hand.
The Council may:

1. Move to gpprove the Economic Development Agreement with Standard Iron,
Inc.

2. Do not approve the Economic Development Agreement with Standard Iron
Inc.

3. Postpone the issue to future date.

4. Take no action on the issue.

Recommendation

City Administration recommends that the Council consider the resolution authorizing the

City to enter into the amended Economic Development Agreement with Standard Iron
Inc.

Sample Motion

Move to approve the resolution authorizing the City to erter into the amended Economic
Development Agreement with Standard Iron, Inc.



ECONOM C DEVELOPNMENT AGREEMENT
WTH
STANDARD | RON, | NC.
524 Pine Street
Monticell o, MN 55362-8571
763- 295-8700

This Agreenent is nade by the Gty of Gand Island,
Nebraska (The G ty), and the Grand Island Area Econom c
Devel opnent Corporation (The Devel opnment Corporation) with
Standard Iron, Inc. (Standard) as foll ows:

ARTI CLE |
BUSI NESS AND | NCENTI VE PLANS

St andard operates two (2) plants in M nnesota and one (1)
in Gand Island at 4160 Gold Core Drive. |Its primary business
is nmetal fabrication producing netal products which are used by
original equipment manufacturers in produci ng and assenbl i ng
t heir products.

Standard canme to Grand Island in 2004 and built a 111, 000
square foot plant which now enploys ninety-eight (98) fulltine
equi val ent enpl oyees. In 2004 Standard received an i ncentive
paynment of Two Hundred Thousand and No/ 100 Dol | ars ($200, 000. 00)
under Grand | sl and's Econom ¢ Devel opnent Program and ful ly
satisfied the requirenent of that Incentive Agreenent.

Due to its success in Gand Island Standard has now
outgrown the Grand Island plant and intends to expand it by
fifty-three thousand (53,000) square feet. The building

expansi on has an estimated cost of 1.7 mllion dollars and the
cost of equipping that expansion is estinmated to be 2 mllion
dol | ars.

St andard proposes to expand its Grand |sland enpl oynent
from ninety-eight (98) to one hundred twenty-three (123)
fulltime equival ent workers at an average of Thirteen and No/ 100
Dol | ars ($13.00) per hour plus a full benefit program which
i ncludes health, dental, life and short termdisability
i nsurance, a 401(k) programw th matchi ng funds as well as
vacation and holiday pay and educati onal rei nmbursenent.

St andard hopes to begin construction of the addition in
February 2011 and estimtes conpletion can be acconplished in
the summer of 2011. The equi pment purchases and the hiring of
t he new personnel will take place in 2011 and 2012.
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Standard has applied for incentive assistance under the
Grand | sl and Econom ¢ Devel opnent Program and the terns of the
incentives are set forth in this Econom c Devel opment Agreenent.

The City and The Devel opnent Corporation agree that
Standard is qualified to receive incentives under the G and
| sl and Econom ¢ Devel opnent Pl an, that Standard' s expansion pl an
qualifies under the Program and that Standard's expansion w ||
be a great benefit to the people of Gand Island and the
surrounding area. The Cty and The Devel opnent Corporation al so
agree that the infrastructure and job creation incentives set
forth in this Econom c Devel opnent Agreenent contribute to the
fulfillment of the major objectives of the Devel opnent Pl an.

ARTI CLE ||
I NFRASTRUCTURE | NCENTI VE

To assist Standard in its expansion and renovation of its
Grand Island manufacturing plant as is described inits
Application, The Cty will advance One Hundred Fifty Thousand
and No/ 100 Dol | ars ($150, 000.00) to Standard. This amount will
be paid wwthin thirty (30) days after the paynent is formally
approved under The City's Econom c Devel opnent Program

| f Standard fails to conplete the plant expansi on descri bed

in its Application and obtain an occupancy permt for the
expanded area by Decenber 31, 2011, Standard nust repay the One
Hundrd Fifty Thousand and No/ 100 Dol |l ars ($150, 000. 00) advance
in full to the City not |ater than February 1, 2012. However,

I f the occupancy permt is issued prior to Decenber 31, 2011 by
The City then Standard’s repaynent of the advance will be
subject to the Forgiveness Provisions set forth in Article IV of
t his Agreenent.

ARTI CLE | 1]

JOB CREATI ON | NCENTI VES

Part 1



Definitions

As used in this Econom c Devel opnent Agreenent the
foll owi ng words and phrases shall nean the foll ow ng:

1. Enpl oyees neans the nunmber of fulltime equival ent
persons enpl oyed by Standard at its manufacturing plant in G and
| sl and, Nebraska, as of the end of the Measuring Year and
determ ned as follows: divide (i) the total nunber of regular
time hours that Standard paid Enpl oyees to work during the
Measuring Year [including forty (40) hours per week for each
week worked by each fulltinme salaried Enployee] by (ii) 2080.

2. Year neans the twelve (12) consecutive nonth period
endi ng on Decenber 31 each year during the termof this
Agr eenent .

3. Enpl oynent Certificate nmeans a witten statenent
reporting the enploynent for the year at the Grand Island
manuf acturing plant certified to be true and correct by the
Conptroll er and attested by the President of the conpany. For
t he year endi ng Decenber 31, 2010, it shall be delivered to The
Devel opnent Corporation within thirty (30) days after the
execution of this Agreenment by all three (3) parties and, not
later than February 1 in each of the years 2012, 2013, and 2014,
ahd—2015—Certificates shall be delivered to The Devel opnent
Corporation for the preceding year. It shall state (i) the
total nunber of regular tinme hours for which Standard paid
hourly enpl oyees for working at the manufacturing plant in Gand
Island, (ii) the nunber of fulltime salaried enployees and the
nunmber of weeks each were enpl oyed by Standard at Grand | sl and,
Nebraska, during the applicable year, (iii) the nunber of
enpl oyees as of the |last day of the year, and (iv) the total of
the gross regular tine wages paid that year to those enpl oyees
who are included in the itens (i) and the base salaries (not
I ncl udi ng bonuses or other extra paynents) paid to those
enpl oyees who are included in (ii) of this paragraph. The
Certificate shall also state that all of the Enpl oyee benefit
prograns referred to in Article | of this Econonm c Devel opnent
Agreenent continue to be in full force and effect.

Part 2
Enpl oynent, Pay and Benefits Requirenents

St andard shall neet each of the foll ow ng enpl oynent
requirenents:



1. For the years ending on Decenber 31, 2010, and
Decenmber 31, 2011, Standard nust have enpl oyed not |ess than
ni nety-eight (98) Enpl oyees.

2. For each of the years ending on Decenber 31, 2012
2013 and-2014 2014 and-—2015-Standard nust enploy at |east one
hundred twenty-three (123) Enpl oyees.

3. For each year ending 20122 through 20145, i ncl usive,
t he average hourly rate of pay for the regular tinme hours worked
by the Enpl oyees nust be not |ess than Fifteen and 89/ 100
Dol l ars ($15.89) per hour. The average rate of pay shall be
determ ned each year by dividing the gross regular tine wages
and base salaries paid (not including overtime or bonuses)
during the reporting year by the nunber of fulltinme equival ent
persons enpl oyed that year.

4. During each of the years 2011 through 20145 Standard
shall continue all of enployee benefit plans described in
Article | of this Econom c Devel opnent Agreenent.

5. Not later than thirty days (30) after The Devel opnent
Cor poration receives from Standard the Enpl oynent Certificate
for the year ending Decenber 31, 2010, required by paragraph 3

of Part 1 of Article Ill of this Agreenent and funds are
approved under The City's Econoni c Devel opnent Program The City
w | | advance Standard Seventy-five Thousand and No/ 100 Dol |l ars

($75,000.00) to assist in the devel opnment of the proposed
twenty-five (25) new jobs.




ARTI CLE |V

FORG VENESS PROVI SI ONS

The terns and conditions of the Forgiveness of the Two
Hundred Twenty-five Thousand and No/ 100 Dol |l ars ($225, 000. 00) of
the Infrastructure Incentive and the Job Creation |Incentives are
set forth in this Article |IV:

1. | f as of Decenber 31 in each of the years ending in
2012 through 2014, inclusive (The Forgi veness Years), Standard
has net each of the enploynment, pay and benefit requirenents for
t hat year and every prior year beginning with 2011, then within
thirty (30) days after The Devel opnent Corporation receives the
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Enpl oynent Certificate required for that Forgiveness Year, The
City will give Standard formal notice that Seventy-five Thousand

and No/ 100 Dol lars ($75,000.00) of the original advance of Two
Hundred Twenty-five Thousand and No/ 100 Dol l ars ($225, 000.00) is

then forgiven and Standard shall have no further obligation with

regard to any forgiven anpunt.

2. |f Standard fails to neet all of the enpl oynent, pay
and benefit requirenents set out in Part 2 of Article |11l for
t he year endi ng Decenber 31, 2011 or any subsequent year then
the total anpunts, if any, theretofore forgiven under the
provisions of this Article |V for each prior year's perfornmance
shal | be deducted fromthe advance of Two Hundred Twenty-five
Thousand and No/ 100 Dol | ars ($225, 000. 00) and Standard shal
repay the balance to The City. The bal ance shall becone due on
the | ast day of the first year in which the enpl oynent, the pay
or benefit requirenent was not attained or becane unattai nable
and shall be paid with interest on the unpaid bal ance at the
rate of six percent (6% per annum fromthe date of the advance
until paid in full.

3. If at any tine prior to Decenber 31, 2014, Standard
transfers ownership or operation of its Grand |Isl and
manuf acturing plant to any entity of which Standard does not
have and nmintain at | east eighty percent (80% of the corporate

stock if it is a corporation or eighty percent (80% of the
voting and nanagenent rights if it is not a corporation, then at

or before the effective date of the transfer Standard shal
repay to The City that portion of the Two Hundred Twenty-five
Thousand and No/ 100 Dol l ars ($225, 000.00) advance whi ch has not
t heretofore been forgiven. The paynent shall be due upon the
effective date of the transfer and shall be paid with interest
conputed at the rate of six percent (6% per annum fromt hat
date until the entire balance of principal and interest is paid
in full.

ARTI CLE V
LEGAL EFFECT

1. Upon request Standard shall furnish The Devel opnent
Corporation and The City such additional docunentation and
information as either may reasonably request to satisfy the
requi rements of The City's Econom ¢ Devel opnent Program and to
evi dence Standard's perfornmance of the requirenents of this
Agr eenent .

2. This Econom c Devel opnent Agreenent contains all of
t he agreenents and under st andi ngs bet ween The Devel opnent
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Corporation, The Cty and Standard relative to the provisions
her eof and supersedes any and all prior agreenents and
under st andi ngs whether witten or oral concerning economc
devel opnment grants or incentives. No additions or changes to
this Agreenment shall be effective until they are reduced to a
witing signed by all three (3) parties to this Agreenent.

3. The provisions of this Agreenment are fully binding
upon The Devel opnent Corporation, The Cty and Standard, and
their respective successors.

Dated this day of , 2011.
GRAND | SLAND AREA ECONOM C STANDARD | RON, | NC.
DEVELOPMENT CORPORATI ON
By By
Mar | an Fer guson, President Printed Name: Cathi Boerner

Title: Controller
THE CI TY OF GRAND | SLAND

By

Jay Vavricek, Mayor



RESOLUTION 2011-122

WHEREAS, on July 22, 2003, the City of Grand Idand adopted an Economic
Development Program and a Citizens” Advisory Review Committee to oversee the process of approving
gpplications for economic development incentives, and

WHEREAS, Standard Iron, Inc. has gpplied for aforgivable loan for job incentive and
infragtructure in the amount of $225,000.00 from the Grand Idand Area Economic Development
Corporation in accordance with the Economic Development Program; and

WHEREAS, such amended gpplication has been gpproved by the executive committee of
the Economic Development Corporation and was approved on April 26, 2011 by the Citizens Advisory
Review Committee; and

WHEREAS, Standard Iron, Inc. will be required to meet or exceed employment numbers
and employee sdlary levels as outlined in the Economic Development Agreement to retain dl of the
economic incentives granted under the agreement; and

WHEREAS, it isinthe best interests of the City to provide economic devel opment funding
to Standard Iron, Inc. as provided by the Grand 1dand Economic Development Program

NOW, THEREFORE, BE IT RESOLVED BY THE MAYOR AND COUNCIL OF
THE CITY OF GRAND ISLAND, NEBRASKA, that the Economic Development Agreement by and
between the City, the Grand Idand Area Economic Devel opment Corporation and Standard Iron, Inc., to
provide $225,000.00 ineconomic assistance to Standard Iron, Inc., to be used for expandingitsbusnessin
Grand Idand is hereby approved.

BE IT FURTHER RESOLVED, tat the Mayor is hereby authorized and directed to
execute such amended agreement on behaf of the City of Grand Idand.

Adopted by the City Council of the City of Grand Idand, Nebraska, May 10, 2011.

Jay Vavricek, Mayor
Attest:

Shannon Ogter, Assgant to the City Administrator

Approved as to Form &
May 5, 2011 o City Attorney
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