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Memorandum 
City of Lawrence 
City Manager’s Office 
 
TO:  David L. Corliss, City Manager 
CC:  Diane Stoddard, Assistant City Manager 
FROM:  Britt Crum-Cano, Economic Development Coordinator 
DATE:  January 27, 2015 
RE: Technical Report: NRA and IRB request for 705 Massachusetts Street 
 

 

Executive Summary 

The Eldridge Hotel LLC is proposing the expansion of the existing hotel (705 Massachusetts 

Street) onto the vacant lot located next to the hotel at 705 Massachusetts Street.  To assist with 

the expansion, the company is asking for a 15-year, 95% NRA rebate and IRB financing for a 

sales tax exemption on construction materials. 

 

Analysis shows that for a 10-year or 15-year NRA period at the 95% rebate level, the project 

will more than double the amount of property tax currently being collected. The below table 

shows cumulative projected property and sales tax collections for the project, assuming a15-

year, 95% NRA.  (Refer to Addendum E for projections by year.)  

 

Projected Property & Sales Tax Revenues  

  
10 Years 

(2017-2026) 

15 Years 

(2017-2031) 

20 Years 

(2017-2026 

Property Tax Revenues $116,952 $181,696 $1,086,806 

Sales Tax Revenues $1,819,300 $2,924,393 $4,144,504 

Total Tax Projected $1,936,251 $3,106,088 $5,231,311 

 

 

The City, County, and School District individually considers their participation in an NRA and has 

the discretion to determine the rebate percentage and duration of the NRA. The rebate level 

and duration period should be a topic of discussion for PIRC and the governing bodies. 
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Project Overview 

Eldridge Hotel, LLC, (project Owner) is proposing the expansion of the existing Eldridge Hotel 

located at 701 Massachusetts Street by developing the vacant parcel, located next to the 

existing hotel, at 705 Massachusetts Street.   

 

Located along the historic Downtown Massachusetts Street corridor in Lawrence, Kansas, the 

Eldridge building has been part of community history and culture since 1855.  The hotel 

underwent a complete restoration in 2005 and features historic accommodations including, 48 

guest suites, a full-service restaurant and lounge, and banquet room space. 

 

The expansion project would add approximately 54 new guest rooms and provide approximate 

5,000 feet for additional meeting/banquet room space, hotel kitchen expansion, and restaurant 

and bar concept.  

 

 

 

Request for NRA Assistance 

A Request Letter and Incentives Application were received January 15, 2015 from Eldridge 

Hotel, LLC requesting a 15-year, 95% Neighborhood Revitalization Area (NRA) Industrial 

Revenue Bond (IRB) financing in order to receive a sales tax exemption on construction 

materials. 

 

The following presents details and analytical results associated with this request. 

 

 

Neighborhood Revitalization Area (NRA) 

 

Description of NRA and Purpose 

The NRA is one of several economic development tools utilized by municipalities to promote 

economic growth through neighborhood enhancement.  Authorized by the state, NRAs are 

intended to encourage the reinvestment and revitalization of properties which in turn have a 

positive economic effect upon a neighborhood and the City in general.  The use of an NRA is 

particularly applicable for use in areas where rehabilitation, conservation, or redevelopment is 

necessary to protect the public health, safety or welfare of the residents of the City.   

 

Typically, a percentage of the incremental increased value in property taxes (due to 

improvements) is rebated back to the developer/applicant over a period of time to help offset 

redevelopment costs and make the project financially feasible.   
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NRA Project Eligibility 

Project eligibility for NRA consideration is governed by both State (KSA 12-17,114 et seq.) and 

City policy. 

 
State Requirements 

Statutory Criteria 

Governing Body determines that rehabilitation, conservation or redevelopment of 

the area is necessary to protect the public health, safety or welfare of residents 

and the proposed project meets at least one of the below criteria: 

  

1 

An area in which there is a predominance of buildings or improvements 

which by reason of dilapidation, deterioration, obsolescence, inadequate 

provision of ventilation , light, air or open spaces, high density of 

population and overcrowding, the existence of conditions which 

endanger life or property by fire and other causes or a combination of 

such factors, is conductive to ill health, transmission of disease, infant 

mortality, juvenile delinquency or crime and which is detrimental to the 

public health, safety or welfare. 

Health & Safety Need 

2 

 An area which by reason of the presence of a substantial number of 

deteriorated or deteriorating structures, defective or inadequate streets, 

incompatible land uses relationships, faulty lot layout in relation to size, 

adequacy, accessibility or usefulness, unsanitary or unsafe conditions 

deterioration of site or other improvements, diversity of ownership, tax, 

or special assessment delinquency exceeding the actual value of the 

land, defective or unusual conditions of title, or the existence of 

conditions which endanger life or property by fire and other causes or a 

combination of such factions substantially impairs or arrests the sound 

growth of a municipality, retards the provision of housing 

accommodations, or constitutes an economic or social liability and is 

detrimental to the public health, safety or welfare in its present 

condition and use. 

Economic Need 

3 

An area in which there is a predominance of buildings or improvements 

that should be preserved or restored to productive use because of age, 

history, architecture or significance should be preserved or restored to 

productive use. 

Preservation of  

Community/Historical   

Asset 

 
 

Conclusion—State Eligibility: 

Staff believes the project as proposed will meet State NRA eligibility criteria due to the 

deterioration of the site or other improvements.  The site previously had a structure on it, which 

staff believes was destroyed by fire in the early 1970s.  The site has been vacant since that 

time. Additionally, expanded hotel operations are expected to support the historic downtown 

area and enhance economic viability by bringing in revenues anticipated to come from out-of-

town customers. 
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City Eligibility 

Resolution 6954 outlines the City’s policy for establishing an NRA.  City Policy Guidelines 

include: 

 

• Typical Rebate Amounts & Duration 

As per NRA policy, the City typically follows the below standard practice: 

 

•  Does not provide more than 50% rebate on incremental property taxes 

•  Does not establish an NRA for a period of time longer than 10 years 

 

However, there is an exception provision within the policy which allows the City to 

“consider a greater rebate and/or a longer duration if sufficiently justified in the “but for” 

analysis.”1 

 

• Cost-Benefit Ratio 

Resolution 6954, Section Two speaks to the cost-benefit ratio threshold.  Specifically, 

the statement, “It is the policy of the City to only consider the establishment of 

Neighborhood Revitalization areas which yield a benefit/cost ratio of at least 1.25.”, 

indicates that for every $1 of cost incurred as a result of the project, $1.25 is received 

as benefit) for economic development projects.    

 
 
 
 
 
 
 
 
 
 

 
 
From Resolution 6954, dated October 25, 2011. 

  

                                                 
1
 Resolution 6954, Section 4: Amount of Rebate 
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City NRA Eligibility Criteria 

For an NRA to be established, the project must not only meet statutory requirements, 

but also a majority of City policy criteria.  The project meets City policy eligibility as 

detailed below: 

 

City Policy:  NRA Eligibility 

City Policy Criteria 

When considering the establishment of a NRA, the City shall consider not only the statutory 

criteria, but if the project meets a majority of the below  criteria: 
Eligible 

1 The opportunity to promote redevelopment activities which enhance downtown Y 

2 
Provides the opportunity to promote redevelopment activities for properties 

which have been vacant or significantly underutilized. 
Y 

3 

Provides the opportunity to attract unique retail and/or mixed use development 

which will enhance the economic climate of the City and diversify the economic 

base. 

Y 

4 
Provides the opportunity to enhance neighborhood vitality as supported by the 

City's Comprehensive Plan or other sector planning document(s). 
Y 

5 

Provides the opportunity to enhance community stability by supporting projects 

which embrace energy efficiency, multi-modal transportation options, or other 

elements of sustainable design. 

y 

Project must meet or exceed a 1:1.25 cost-benefit ratio. Y 

 

 
Conclusion—City Eligibility: 

Staff believes the project as proposed will meet City NRA eligibility, meeting a majority 

of City policy criteria.   
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Industrial Revenue Bonds (IRB) 
Industrial Revenue Bonds are an incentive established by the State of Kansas to enhance 

economic development and improve the quality of life.  Considered a “conduit financing 

mechanism” whereby the City can assist companies in acquiring facilities, renovating structures, 

and purchasing machinery and equipment through bond issuance, IRBs can be useful to 

companies in obtaining favorable rate financing for their project, as well as providing a sales tax 

exemption on project construction materials. 

 

IRBs are repayable solely by the company receiving them and place no financial risk on the City.   

When IRBs have been issued, the municipality owns the underlying asset and the debt is repaid 

through revenues earned on the property that has been financed by the bonds.  If the company 

defaults, the bond owners cannot look to the city for payment. 
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IRB Eligibility 

Project eligibility for IRB consideration is governed by both State (KSA 12-17,114 et seq.)2 and 

City policy (Ordinance 8253). According to City policy, the City may from time to time grant 

IRBs when the project under consideration helps further economic and community development 

objectives.  Additional eligibility criteria, as stipulated in the policy, are outlined below: 

 

IRB: City Eligibility Criteria 

Item # Policy Requirement Project Delivers 

Project 

Qualifies 

(Y/N) 

1 

Only those projects which qualify under 

Kansas Law will be eligible for IRB 

financing. 

  Y 

Proposed Project shall achieve one or more of the following public benefits: 

2 

2a: Meets economic goals of the City as set forth in policy and the Comprehensive Plan of Lawrence and Douglas County: 

Place high priority on retention 

and expansion of existing businesses. 
Expansion of existing business Y 

Encourage existing industry to 

expand. 
Expansion of existing business Y 

Assist new business start-ups N/A N  

Recruit new companies from out-

of-state and internationally 
N/A N 

Encourage high technology and 

research based businesses. 
N/A N 

Encourage training and 

development of Lawrence area 

employees 

N/A N 

Encourage location and retention 

of businesses which are good "corporate 

citizens" that will add to the quality of life 

in Lawrence through their leadership and 

support of local civic and philanthropic 

organizations. 

The Eldridge has been a great corporate partner, supporting many 

local charities.  Groups include the Old Fashioned Christmas Parade, 

Big Brothers Big Sisters, Cottonwood, LMH Endowment Association 

and others. 

Y 

2b: Promotes infill through the 

development of vacant lots, the 

rehabilitation of deteriorated properties 

or the adaptive reuse of historic 

properties. 

Project will replace long time vacant and unproductive lot (42 years) 

located along the community's historic downtown corridor, at 705 

Massachusetts Street.    

Y 

 

Continued 

                                                 
2 K.S.A. 12-1740 permits cities and counties to issue revenue bonds for the purpose of paying the costs of purchasing, acquiring, 

constructing or equipping facilities for the following business categories: Agriculture, Hospital, Natural Resources, Manufacturing, 

Commercial, Industrial, Recreational Development 
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2c: Enhance Downtown 
Project will replace vacant, unproductive lot with productive hotel 

space, enhancing the economic viability of downtown. 
Y 

2d: Incorporate environmentally 

sustainable elements into the design and 

operation of the facility 

Low-E coated insulated glass windows, florescent and LED lighting, 

use of environmentally safe cleaning products, recycling of glass, 

plastic, paper, tin and aluminum. To infill the vacant lot, which is 

currently gravel, will be an environmentally positive impact on the 

downtown area and adjacent neighboring properties: removing 

gravel, which can’t be maintained or cleaned properly in a 

downtown environment is a positive outcome.  Expansion will allow 

upgrading kitchen exhaust system to be more environmentally 

friendly. 

Y 

2e: Provide other public benefits to the 

community, particularly as set forth in the 

Comprehensive Plan of Lawrence and 

Douglas County. 

Increases net new revenue to the community through 

accommodating increased number of out-of-town visitors and their 

spending on lodging, food, shopping, and transportation.  Increases 

tax revenues through retail sales tax, liquor tax, transient guest 

taxes, and gasoline purchases.  Project will support an estimated 18 

direct, net new jobs created: 2 with an average annual salary of 

$40,000, 3 with an average annual salary of $35,000, 1 with an 

average annual salary of $50,000, and 12 with an average salary of 

$29,120. 

Y 

3 

Prospective tenant shall show the 

financial capacity to complete the 

proposed project and successfully market 

the bonds. 

Owners have successfully completed and continue operating two 

local boutique hotels in the community. Owners have indicated they 

are currently working on financing for the project. 

  

 

 

Continued 
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IRB: Other Considerations (Preferred) 

Item # Policy Requirement Project Delivers 

Project 

Qualifies 

(Y/N) 

1 

City looks more favorably upon projects that support the below targeted industries: 

Life Sciences/Research N/A N 

Information Technology N/A N 

Aviation and Aerospace N/A N 

Value-Added Agriculture N/A N 

Light Manufacturing and Distribution N/A N 

2 

The City favors issuing Industrial Revenue Bonds to projects that bring in new revenues from outside the community or enhance the 

local quality of life over projects that will primarily compete against other local firms.  

Project anticipated to bring in new 

revenues from outside community: 

Expansion of historic and iconic Eldridge Hotel will bring in new 

retails sales from food/beverage sales, meeting/banquet room 

rental and hotel room rental.  95% of new revenues are anticipated 

to come from out-of-town visitors. 

Y 

Project enhances local quality of life: 

Expansion of iconic, historic Eldridge Hotel replaces a long-time 

vacant, unproductive lot with unique, revenue-generating space, 

supporting and enhancing the economy along the historic 

downtown corridor and the community at large.  Majority of 

economic impact is through net new revenues from out-of-town 

visitors.  Economic benefits include direct spending from visitors on 

entertainment, food and beverage, shopping. New revenues 

increase overall livability of Lawrence.  Expansion will improve 

aesthetics of downtown, enhancing awareness of the historic 

corridor and hotel. 

Y 

IRB: Special Consideration for Retail Projects 

Item # Policy Requirement Project Delivers 

Project 

Qualifies 

(Y/N) 

1 
Applicant demonstrates that the project is 

exceptional and unique 

Expansion of historic and iconic Eldridge Hotel will bring in new 

retails sales from food/beverage sales, meeting/banquet room 

rental and hotel room rental. 

Y 

2 

Project is likely to add to the retail base by 

attracting new retail sales or capturing 

sales that are leaking to other markets. 

Estimated 95% of retail sales will be from out-of-town visitors Y 

 

Conclusion—City Eligibility: 

Staff believes the project as proposed will meet City IRB eligibility, meeting a majority of 

City policy criteria.   
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Analysis 

Estimated fiscal impacts to taxing jurisdictions is examined through a cost-benefit analysis and 

project financial feasibility is examined through a “But For” analysis (pro forma), both of which 

are required by current NRA policy.   

 

Cost-Benefit Analysis 

Based on information received through the incentives application, staff conducted analysis of 

the costs and benefits associated with the project utilizing the City’s economic development 

cost-benefit model.  This model measures estimated fiscal impacts to four taxing jurisdictions: 

City, County, School District, and State.  Furthermore, the model outputs a ratio reflecting the 

comparison of estimated costs to estimated benefits returned to the jurisdictions as a result of 

the project.   

 

Assumptions utilized within the model: 

 

• Capital Investment & Job Creation 

According to the incentives application received, approximately $12.5 million will be 

invested in developing the property.  Once redeveloped, the project is expected to 

support 18 new, full-time jobs anticipated to have an average annual salary of 

$32,469. 

 

705 Massachusetts Street: Projected Employment 

# FT Jobs Average Annual Earnings 

2 $40,000 

3 $35,000 

1 $50,000 

12 $29,120 

18 $32,469 

 

 

Although the model does not consider part-time or temporary positions, the 

applicant has indicated that the project will also support 3-5 construction jobs (at an 

annual estimated salary of $40,000) during the construction period and an additional 

10-15 part-time positions during operations. 
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• Occupancy Rates 

Hotel room occupancy assumptions were provided by the applicant and are shown 

below:  

 

Hotel Rooms Estimated Occupancy  

Operational Year Occupancy Rate 

Year 1 57% 

Year 2 59% 

Year 3 61% 

Year 4 63% 

Year 5 65% 

Year 6 67% 

Year 7-20 69% 

 

Occupancy levels projected by the applicant are conservative as compared to 

national-level data.  According to the most recent lodging data from the Price 

Waterhouse Cooper Real Estate Investor Survey (Q3-2014), occupancy rates for full-

service hotels are expected to range between 66.1% and 73.6%. 

 

For a historic perspective, the Lawrence Convention and Visitors Bureau reports 

historic occupancy rates for local, full-service luxury hotels averaged 60% over the 

past ten years (2005-2014), with rates ranging from a low of 43% during the 

economic downturn, to a high of 77% during pre-recession years. 
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• Net New Sales Taxes 

Given the nature of the hotel business, it is reasonable to assume that some level of 

net new retail sales will be realized from hotel guests coming from outside the 

community.  The applicant indicated approximately 95% of all revenues generated 

by the project will come from non-local sources.   

 

For a more conservative perspective, staff assumed that 80% of sales tax revenues 

generated from meeting/banquet rooms, hotel rooms, and retail sales on food or 

other products sold at the hotel would be generated from out-of-town visitors. 

 

Below shows estimated cumulative sales tax revenues generated to each taxing 

jurisdiction3 assuming 80% of sales subject to sales tax comes from non-local 

consumers. 

 

Sales Taxes Cumulative Total (est.) 

Jurisdiction 
10 Years 

(2017-2026) 

15 Years 

(2017-2031) 

20 Years 

(2017-2026 

City (1.55%) $324,128 $521,012 $738,389 

County (1%) $209,115 $336,137 $476,380 

State (6.5%) $1,286,057 $2,067,243 $2,929,736 

Total $1,819,300 $2,924,393 $4,144,504 

 

 

• Guest Taxes  

The City imposes a 6% guest tax on hotel room rentals.  This revenue is primarily 

used for tourist marketing purposes, and as such, helps promote the local lodging 

industry.  Although these revenues were not incorporated into the cost-benefit 

analysis, estimated guest tax revenues are shown below, based on occupancy 

assumptions provided by the applicant.  

 

Guest Taxes Cumulative Total (est.) 

Jurisdiction 10 Years (2017-2026) 15 Years (2017-2031) 20 Years (2017-2026 

City (6%) $1,568,362 $2,521,028 $3,572,849 

 

 

 

 

 

                                                 
3 School District does not receive sales tax revenue. 
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Property Taxes 

In its present condition, the property generates approximately $4,900 per year in 

real property taxes.  Under the NRA program, these “base” property taxes are 

shielded from rebates and would continue to be paid by the property owner.  Only a 

percentage of the incremental increase in property value resulting from project 

improvements is subject to NRA rebates and then only during the NRA period.  After 

the NRA period, no reimbursements are made on property taxes and the property 

returns fully to the tax rolls. 

 
 

705 Mass. Street Tax History 

Year 
Appraised Assessed 

Total Tax 
Land Improvements Total Land Improvements Total 

2015 $315,560  $0  $315,560  $37,867  $0  $37,867  $4,922 

2014 $315,560  $0  $315,560  $37,867  $0  $37,867  $4,913 

 
 
After project completion, anticipated annual tax revenues received from the 
developer for the first year of operations is shown below.  As can be seen, with a 15-
year, 95% NRA, the owner/developer will pay over double what the property is 
currently producing in property tax revenues. 

 

Estimated Tax Paid by Developer: Operations Year 1 

(15-Year, 95% NRA) 

  2017 

Base Taxes $4,942 

Incremental Taxes (5% of improved value) $6,070 

Total Taxes Due $11,012 

 

The following table provides a summary of the estimated base and incremental tax 

amounts the developer would be responsible for over time, given a 15-year, 95% 

NRA provided by all taxing jurisdictions.  Note that under any of these scenarios, the 

estimated tax paid with an NRA more than doubles the current property tax 

collections. 

 

Estimated Tax Paid from Owner Over Time (15-Year,  95% NRA Rebate) 

  
During first 10 Years of 

Operations (2017-2026) 

During 15-Year NRA 

Period (2017-2031) 

During 20 Year Evaluation 

Period (2017-2036) 

Base Taxes $49,864 $75,169 $100,727 

Incremental Taxes (5% of improved 

value) 
$67,087 $106,526 $986,080 

Total Taxes Due $116,952 $181,696 $1,086,806 
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• Model Evaluation Period  

For projects contributing to traditional economic development goals (i.e. primary job 

creation, high wage jobs, capital investment infusion) the model evaluation period 

has typically been 15 years.  However, in projects that do not have traditional 

economic goals as their primary community contribution or projects that provide 

substantial intangible benefits, which would not be considered within the model (e.g. 

affordable housing), a longer evaluation period may be appropriate. 

 

Results of a 15-year, 95% NRA are shown for both a 15-year and 20-year evaluation 

period.  In general, the shorter the model evaluation period, the lower the cost-

benefit ratios will be for the taxing jurisdictions. 
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Cost-Benefit Model Results: 

Several cost benefit scenarios were ran utilizing information provided on the incentives 

application.  Staff ran scenarios utilizing both a 15 and 20 year evaluation period with 

results shown below. 

 

• 20 Year Evaluation Period  

The following shows model results for a 20 year evaluation period. Note these model 

results do not include anticipated sales tax revenues.   As can be seen, the project 

exceeds the 1.25 cost-benefit ratio for all taxing jurisdictions for a 10-, 12-, or 15-

year NRA rebate period.  

 

 

705 Massachusetts Street (20 Year Evaluation Period) 

Incentive Package City County 
USD 

497 
State 

Total Package 

Value 

15Y-95% NRA + IRB Sales Tax Exemption 

(20Y Evaluation Period) 
1.55  1.33  9.42  n/a $2,464,892  

12Y-95% NRA + IRB Sales Tax Exemption 

(20Y Evaluation Period) 
1.65  1.52  11.48  n/a $2,005,530  

10Y-95% NRA + IRB Sales Tax Exemption 

(20Y Evaluation Period) 
1.71  1.66  12.97  n/a $1,715,550  

State does not have any costs. 

 

 

The below table shows ratio results for the requested 15-year, 95% NRA with the 

addition of sales tax revenues (no guest tax revenues). As can be seen, with the 

addition of sales tax revenues, model result increase for both the City and County.  

School District ratios are unaffected as that taxing jurisdiction does not receive sales 

tax proceeds.   

 

Including Sales Tax Revenues: 705 Massachusetts Street  

(20 Year Evaluation Period) 

Incentive Package City County 
USD 

497 
State Total Package Value 

15Y-95% NRA + IRB Sales Tax 

Exemption (20Y Evaluation Period) 
2.32  2.12  9.42  n/a $2,464,892  

  Assumes 80% of sales tax revenues are net new. State does not have any costs. 
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• 15 Year Evaluation Period  

The following shows model results for a 15 year evaluation period.  Note these 

model results do not include anticipated sales tax revenues.   As can be seen, the 

project exceeds the 1.25 cost-benefit ratio for all taxing jurisdictions for a 10-, 12-, 

or 15-year NRA rebate period, with the exception of the County. Under this scenario, 

the 15- and 12-year, 95% NRA plus IRB sales tax exemption for construction 

materials does not meet the 1.25 cost-benefit ratio for the County.   

 

705 Massachusetts Street  

(15 Year Evaluation Period) 

Incentive Package City County 
USD 

497 
State 

Total Package 

Value 

15Y-95% NRA + IRB Sales Tax Exemption 

(15Y Evaluation Period) 
1.32  0.96  6.43  n/a $2,464,892  

12Y-95% NRA + IRB Sales Tax Exemption 

(15Y Evaluation Period) 
1.42  1.17  8.86  n/a $2,005,530  

10Y-95% NRA + IRB Sales Tax Exemption 

(15Y Evaluation Period) 
1.49  1.32  10.63  n/a $1,715,550  

State does not have any costs. 

 

The below table shows ratio results using a 15 year evaluation period for the 

requested 15-year, 95% NRA with the addition of sales tax revenues. As seen, with 

the addition of these tax revenues, model results increase for both the City and 

County, exceeding the cost benefit threshold for all taxing jurisdictions.   

 

Including Sales Tax Revenues: 705 Massachusetts Street  

(15 Year Evaluation Period) 

Incentive Package City County 
USD 

497 
State Total Package Value 

15Y-95% NRA + IRB Sales Tax 

Exemption (15Y Evaluation Period) 
2.00  1.67  6.43  n/a $2,464,892  

   Assumes 80% of sales tax revenues are net new. State does not have any costs. 

 

 

Conclusion—Model Results: 

The cost-benefit ratio is met for the City under all scenarios for both a 10- or 15-year, 95% NRA 

rebate and an IRB sales tax exemption on construction materials. 

 

The cost-benefit ratio for the County can be met for a 10- or 15-year, 95% NRA rebate and an 

IRB sales tax exemption on construction materials under all scenarios using a 20 year 

evaluation period.  However, under a 15 year evaluation period, the ratio is met only for a 10-

year, 95% NRA with IRB sales tax construction materials if sales tax revenues are not included. 
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With the addition of sale tax revenues, the ratio can be met for the County for a 15-year, 95% 

NRA with IRB sales tax construction materials. 
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“But For” Analysis 

In order to provide a NRA rebate, the City must be convinced that without public assistance, the 

project will not be financially feasible.  Whether or not the project would proceed if incentives 

are unavailable speaks to the “but for” test; But for the incentives, the project would not 

proceed.   

 

Although there is no definite way to know in advance if the project will or will not proceed if 

incentives are not provided, there are financial metrics that can be examined to get a 

reasonable perspective. Through examining developer’s pro forma and other financial 

documents, project cash flow and return rates can be compared with and without public 

assistance. 

 

• Projected Cash Flow 

The Owner provided estimated annual revenues and expenses for the project, which 

were used to project annual cash flow. Property valuation information was provided by 

Douglas County Appraiser’s Office and was used to project annual property taxes. 

 

As a worst case scenario, cash flow was first analyzed assuming the expansion portion 

of the project was not able to realize efficiencies of scale with the existing hotel: 

 

1. The below table shows cash flow results when incentives are not provided.  Cash 

flow is negative in years 2017-2028 (first 12 years), with the project realizing 

positive cash flow in year 2029 and beyond. Cumulative cash flow over the 20 year 

evaluation period is -$1,656,084. 

 

Cash Flow No Incentives: Eldridge Hotel Expansion 

Oper. 

Year 

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 

After 

Tax 
($399,469) ($388,777) ($356,516) ($322,087) ($285,429) ($246,482) ($205,182) ($172,581) ($139,333) ($105,426) 

                      

Cash Flow No Incentives: Eldridge Hotel Expansion 

Oper. 

Year 

2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 

Y11 Y12 Y13 Y14 Y15 Y16 Y17 Y18 Y19 Y20 

After 

Tax 
($70,848) ($35,585) $378  $37,053  $74,454  $112,596  $151,495  $191,163  $231,618  $272,874  
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2. The below table shows cash flow results when requested incentives are provided 

(15-Y, 95% NRA with IRB sales tax exemption). Cash flow is negative (although less 

negative as compared to the no incentives scenario) in years 2017-2025 (first 9 

years), with the project realizing positive cash flow in year 2026 and beyond. 

Cumulative cash flow over the 20 year evaluation period is $367,917. 

 

Cash Flow with Incentives: Eldridge Hotel Expansion 

Oper. Year 
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 

After Tax ($284,132) ($270,900) ($236,043) ($198,960) ($159,591) ($117,872) ($73,740) ($38,243) ($2,037) $34,894  

                      

Cash Flow with Incentives: Eldridge Hotel Expansion 

Oper. Year 
2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 

Y11 Y12 Y13 Y14 Y15 Y16 Y17 Y18 Y19 Y20 

After Tax $72,563  $110,985  $150,175  $190,149  $230,922  $112,596  $151,495  $191,163  $231,618  $272,874  

 

 

 



 

20 

 

As a best case scenario, cash flow was then analyzed assuming the expansion portion of 

the project could realize cost savings through sharing efficiencies of scale with the 

existing hotel: 

 

3. The below table shows cash flow results when incentives are not provided.  Cash 

flow is negative in years 2017-2020 (first 4 years), with the project realizing positive 

cash flow in year 2021 and beyond. Cumulative cash flow over the 20 year 

evaluation period is $5,743,567. 

 

Cash Flow No Incentives: Eldridge Hotel Expansion 

Oper. Year 
2017 2018 2019 2020 2021 2022 2023 2025 2026 

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y9 Y10 

After Tax ($120,760) ($96,115) ($51,262) ($3,937) $45,927  $98,400  $153,555  $229,767  $269,011  

                    

Cash Flow No Incentives: Eldridge Hotel Expansion 

Oper. Year 
2027 2028 2029 2030 2031 2032 2033 2035 2036 

Y11 Y12 Y13 Y14 Y15 Y16 Y17 Y19 Y20 

After Tax $309,033  $349,850  $391,476  $433,928  $477,222  $521,375  $566,404  $659,160  $706,922  

 

 

4. The below table shows cash flow results when requested incentives are provided 

(15-Y, 95% NRA with IRB sales tax exemption). Cash flow is negative in year 2017 

(year 1), but the project reaches positive cash flow in year 2018 (year 2) and 

beyond. Cumulative cash flow over the total evaluation period is $7,767,569. 

 

 

Cash Flow with Incentives: Eldridge Hotel Expansion 

Oper. Year 
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 

After Tax ($5,423) $21,762  $69,212  $119,189  $171,765  $227,010  $284,998  $325,624  $367,063  $409,331  

                      

Cash Flow with Incentives: Eldridge Hotel Expansion 

Oper. Year 
2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 

Y11 Y12 Y13 Y14 Y15 Y16 Y17 Y18 Y19 Y20 

After Tax $452,444  $496,419  $541,273  $587,024  $633,690  $521,375  $566,404  $612,327  $659,160  $706,922  
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Assuming the worst case scenario is represented by the project not realizing cost 

reductions from efficiencies of scale and the best case scenario was represented by the 

project realizing all cost reductions due to efficiencies of scale, cash flow was then 

examined for the average of these two projections.   

 

5. The below tables shows cash flow results when averaged between best and worst 

case projections.   

 

Without incentives, cash flow is negative in years 2017-2023 (first 7 years), with the 

project realizing positive cash flow in year 2024 and beyond. Cumulative cash flow 

over the 20 year evaluation period is $2,043,742. 

 

Average No Incentives 

        Cash Flow with Incentives: Eldridge Hotel Expansion 
Oper. 

Year 
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 

  Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 

After Tax ($260,115) ($242,446) ($203,889) ($163,012) ($119,751) ($74,041) ($25,814) $9,353  $45,217  $81,792  

                      

Cash Flow with Incentives: Eldridge Hotel Expansion 
Oper. 

Year 
2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 

  Y11 Y12 Y13 Y14 Y15 Y16 Y17 Y18 Y19 Y20 

After Tax $119,093  $157,133  $195,927  $235,490  $275,838  $316,986  $358,949  $401,745  $445,389  $489,898  

 

With incentives, cash flow is negative in years 2017-2020 (first 4 years), with the 

project realizing positive cash flow in year 2021 and beyond. Cumulative cash flow 

over the 20 year evaluation period is $4,067,743. 

 

Average with Incentives 

        Cash Flow with Incentives: Eldridge Hotel Expansion (15Y NRA) 

Oper. 

Year 

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 

After Tax ($144,778) ($124,569) ($83,416) ($39,885) $6,087  $54,569  $105,629  $143,691  $182,513  $222,112  

                      

Cash Flow with Incentives: Eldridge Hotel Expansion (15Y NRA) 

Oper. 

Year 

2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 

Y11 Y12 Y13 Y14 Y15 Y16 Y17 Y18 Y19 Y20 

After Tax $262,503  $303,702  $345,724  $388,587  $432,306  $316,986  $358,949  $401,745  $445,389  $489,898  
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Conclusion: Cash Flow 

In examining the averaged cash flow scenarios, it is reasonable to assume the project 

would not be feasible without public support.  If incentives are not provided, analysis 

shows a negative cash flow during the first 7 years.  When cash flow is examined over 

time, returns are negative (-$952,706) during the first 10 years, with positive net 

returns of only $30,774 over a 15-year period. 

 

Even with incentives provided at a 15-Y, 95% rebate level, cash flow is negative during 

the first 4 years. When cash flow is examined over time, returns are positive over both a 

10- and 5-year time period with returns of $321,954 during the first 10 years, and 

returns of $2,054,776 over a 15-year period. 

 

NRA Duration 

Although the need for public support is evident, the duration period for the NRA is not 

as apparent.  The cost difference between providing a 10-year, 95% NRA as compared 

to a 15-year, 95% NRA is shown below.   

 

Difference in Cash Flow by NRA Term 

Average Cash Flow with Incentives 10 Years (2017-2026) 15 Years (2017-2031) 

10Y NRA: Average Cash Flow: With Incentives $321,954  $1,305,434  

15Y NRA: Average Cash Flow: With Incentives $321,954  $2,054,776  

Difference     $0  $749,341  

 

For comparison, below shows taxes paid by owner for both a 10- and 15-year NRA. 

 

Estimated Tax Paid from Owner: 15-Year,  95% NRA Rebate 

  

During first Year 

of Operations 

(2017) 

During first 10 

Years of Operations 

(2017-2026) 

During 15-Year 

NRA Period 

(2017-2031) 

During 20 Year 

Evaluation Period 

(2017-2036) 

Base Taxes $4,942 $49,864 $75,169 $100,727 

Incremental Taxes (5% 

of improved value) 
$6,070 $67,087 $106,526 $986,080 

Total Taxes Due $11,012 $116,952 $181,696 $1,086,806 

          

Estimated Tax Paid from Owner: 10-Year,  95% NRA Rebate 

  

During first Year 

of Operations 

(2017) 

During first 10 

Years of Operations 

(2017-2026) 

During 15-Year 

NRA Period 

(2017-2031) 

During 20 Year 

Evaluation Period 

(2017-2036) 

Base Taxes $4,942 $49,864 $75,169 $100,727 

Incremental Taxes (5% 

of improved value) 
$6,070 $67,087 $855,867.74 $1,735,421 

Total Taxes Due $11,012 $116,952 $931,037 $1,836,148 
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The NRA duration period should be a topic of discussion for PIRC and the governing 

bodies.   

  

 

• Return Rates 

One common financial metric that can be examined for project feasibility is the Internal 

Rate of Return (IRR).  The IRR is a complex formula that takes into consideration 

annualized compounded return rates based on the project’s anticipated operating 

expenses and revenues over time, as well as recapture returns from selling the property 

at the end of a holding period.  The IRR a developer requires to proceed is subjective 

and depends on various factors, including shareholder demand for returns, investment 

goals, availability of alternate projects and comparative potential returns, and many 

other financial and investor considerations.   

 

Since the IRR assumes the hypothetical sale of the property at some time in the future 

and this project represents only a portion of the total hotel property and its proportional 

income, review of the IRR for the entire project (existing hotel + expansion) would be 

necessary to evaluate potential investor returns.  Therefore, IRR review under these 

circumstances was beyond the scope of this report and not examined. 

 

 

Conclusion—But For Test 

After examining cash flow scenarios, Staff believes it is reasonable to assume the project would 

not proceed without public assistance.  However, it is not as apparent what the duration should 

be for the NRA rebate period. The NRA duration period should be a topic of discussion for PIRC 

and the governing bodies.  Additional topics such as taxes paid over time, revenues generated 

for taxing jurisdictions and other considerations (see following) may want to be taken into 

consideration when discussing the NRA duration period. 
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Other Considerations 

Other non-quantifiable project benefits and impacts should also be considered within the 

context of this request, including: 

 

• Project provides an opportunity to replace an unproductive vacant lot with 

productive space.  Records indicate the lot at 705 Massachusetts has been vacant 

since 1973 (42 years). 

 

• Project provides an opportunity to promote increased visitor traffic in support of 

Downtown Lawrence. 

 

• Project provides an opportunity to support downtown, infill development along the 

historic downtown corridor. 

 

• Past public support for the existing Eldridge Hotel included a 10-year tax abatement 

(3% real property, 97% personal property) and Industrial Revenue Bond Financing 

authorized in 1986.  See Appendix C for additional information. 

 

• The expansion project will not provide on-site parking to accommodate additional 

guests. However, the downtown zoning district where the project will be located 

does not require redevelopment to provide off-street parking. Regardless of parking 

requirements, demand for parking will likely be impacted and the parking impact of 

the project, both during and after construction, should be considered. 

 

For background information, the below shows parking provided for some of the 

more recent developments that received public incentives. 
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Incentivized Projects   

Project 

Project 

Provided 

Private 

Parking 

On-Site 

Parking 

Required 

Notes   

NRA: 8th and Pennsylvania  District, 720 E 9th 

St.  
Y Y 37 provided/28 required   

NRA: 1040 Vermont (Treanor Headquarters)  Y  N Also relies on public parking CD 

NRA: 810/812 Pennsylvania (Cider Building) N Y 
Utilizes provision of shared off-site 

parking in meeting Development Code. 
  

NRA: 1106 Rhode Island St. (Hernly Associates)  Y Y     

NRA: 1101/1115 Indiana St. (HERE Kansas)  Y Y 
May rely on some KU parking spaces, 

but not City parking spaces 
  

NRA: 900 Delaware St. (9 Del Lofts) Y Y 

60 provided/72 required, variance 

granted.  Eventually can use proposed 

lot on NW corner of 9th & Delaware. 

  

NRA: 1001 Massachusetts (Masonic Temple)  N N   CD 

TIF: The Oread   Y Y 
182 provided/320 required, variance 

granted 
  

TIF: 9th & New Hampshire: South Project Y Y Garage CD 

TIF: 9th & New Hampshire: North Project Y Y Garage CD 

City of Lawrence, Planning Department. The Development Code does not require that developments provide on-site parking in the 

CD (Downtown Commercial) zoning district. 

 

 

 

Performance Agreement 

Per City policy, the property owner/development team would be required to enter into a 

performance agreement with the City in order to receive NRA rebates.  The most significant 

reason for this is to make sure the developer coordinates with the City and County at the 

beginning of the establishment of the district and to ensure that there are no delinquent 

property taxes during any of the years of the NRA plan.  In addition, performance provisions 

could be stipulated within the agreement (e.g. start and end of construction, compliance with 

land use requirements).  
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Staff Recommendation 

The 1.25 ratio threshold is exceeded for the City for a 10-year and 15-year, 95% NRA with IRB 

sales tax exemption on construction materials under all scenarios (15- or 20-year evaluation 

period, with and without sales tax revenues included).  The ratio threshold is met for the 

County for the same incentive package under all scenarios, with the exception of the 15 year 

evaluation period when sales tax revenues are excluded.   

 

The current zoning district does not require projects redeveloped in downtown to provide off-

street parking as would be the case in other zoning areas.  However, since the project will not 

provide off-street parking, there likely will be some increased demand on existing parking 

space.  The impact on existing businesses in the downtown corridor should be discussed when 

considering the NRA duration.  In cases where off-street parking is provided, it may be 

appropriate to provide a longer NRA duration.   

 

The duration period for the NRA should be a topic of discussion for PIRC and the governing 

bodies.   

 

Should an incentive package be approved, Staff would recommend including the following 

provisions in a performance agreement: 

  

• Condition any incentives authorized for the project on the complete compliance with 

all land use requirements for the property, including the City’s historic and 

downtown design guidelines.   Failure to comply with these requirements would 

nullify any incentives approved.  

  

• Project construction to commence within one year and end within two years of 

incentives approval. 

  

PIRC Requested Action 

Public Incentives Review Committee to provide recommendation on participation in a NRA for 

705 Massachusetts Street, including duration and percentage rebate level, and for an IRB sales 

tax exemption on construction materials. 
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Addendum A: Model Results 



Cost-Benefit Model Results: 705 Massachusetts (Eldridge Expansion)

Project Summary

Capital Investment in Plant: $12,500,000

Annual Local Expenditures by Firm: $1,772,157

Retained Jobs: 18                     

Average Wage per Retained Job: $32,469

Indirect Jobs Created: 8                       

Economic Value per Indirect Job: $49,031

Total New Households: 11                     

Discount Rate: 5.74%

Cost and Revenue Escalation: 1.00%

Number of Years Evaluated: 20                     

Incentives

IRB Offered Yes

Value of IRB Construction Sales Tax: $440,890  

Tax Rebate: 0% annually over 10 years

Length of Tax Abatement/s: 0 Years

Value of Tax Abatements, Total: $0

Other Incentives

Site Infrastructure: $0

Facility Construction: $0

NRA Rebates: $2,024,002

Value of All Incentives Offered: $2,464,892

Value of All Incentives per Job per Year: $6,847

Value of Incentives in Hourly Pay: $3.29

Value of Incentives per Dollar Invested: $0.20

Returns for Jurisdictions Lawrence
Douglas 

County
USD 497

State of 

Kansas

Revenues $2,109,232 $1,549,206 $1,700,297 $3,393,555

Costs $785,112 $487,237 $73,658 $0

Revenue Stream, Pre-Incentives $1,324,119 $1,061,969 $1,626,639 $3,393,555

Value of Incentives Offered $572,772 $662,840 $869,783 $359,497

Revenue Stream with Incentives $751,348 $399,129 $756,856 $3,034,058

Returns for Jurisdictions, Discounted Lawrence
Douglas 

County
USD 497

State of 

Kansas

Discount Rate 5.74%

Discounted Cash Flow, Without Incentives $701,772 $547,722 $930,183 $2,076,478

Benefit/Cost Ratio, Without Incentives 2.26                  2.57                22.17            n/a

Discounted Cash Flow, With Incentives $308,280 $113,948 $370,109 $1,743,559

Benefit/Cost Ratio, With Incentives 1.55 1.33 9.42 n/a

Summary of Results

Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (Sales Taxes not Included)
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Cost-Benefit Model Results: 705 Massachusetts (Eldridge Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (Sales Taxes not Included)

Graphs of Benefits and Costs by Time Period, with and Without Abatement
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Cost-Benefit Model Results: 705 Massachusetts (Eldridge Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (Sales Taxes not Included)

Sensitivity Analysis
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Cost-Benefit Model Results: 705 Massachusetts (Eldridge Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (Sales Taxes not Included)

APPENDIX 1: Annual Results Not Discounted

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $15,606 $0 $0 $15,606 $15,606 

1 $177,372 ($307,070) ($109,729) ($239,427) ($223,821)

2 $96,925 ($22,971) ($28,597) $45,357 ($178,464)

3 $98,246 ($23,200) ($29,227) $45,819 ($132,646)

4 $99,589 ($23,432) ($29,871) $46,286 ($86,360)

5 $100,953 ($23,667) ($30,528) $46,758 ($39,602)

6 $102,339 ($23,903) ($31,201) $47,235 $7,633

7 $94,898 ($24,142) ($31,888) $38,867 $46,500

8 $93,261 ($24,384) ($32,590) $36,286 $82,787

9 $94,596 ($24,628) ($33,308) $36,660 $119,447

10 $95,954 ($24,874) ($34,042) $37,038 $156,485

11 $97,334 ($25,123) ($34,791) $37,420 $193,905

12 $98,738 ($25,374) ($35,558) $37,807 $231,712

13 $100,166 ($25,628) ($36,341) $38,197 $269,909

14 $101,618 ($25,884) ($37,141) $38,592 $308,502

15 $103,094 ($26,143) ($37,959) $38,992 $347,494

16 $104,598 ($26,404) $0 $78,193 $425,687

17 $106,127 ($26,668) $0 $79,458 $505,145

18 $107,682 ($26,935) $0 $80,747 $585,892

19 $109,264 ($27,204) $0 $82,059 $667,952

20 $110,872 ($27,476) $0 $83,396 $751,348

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $20,334 $0 $0 $20,334 $20,334

1 $86,715 ($199,403) ($59,504) ($172,193) ($151,858)

2 $64,754 ($13,831) ($37,261) $13,662 ($138,197)

3 $65,861 ($13,969) ($38,082) $13,809 ($124,387)

4 $66,989 ($14,109) ($38,921) $13,959 ($110,428)

5 $68,139 ($14,250) ($39,778) $14,111 ($96,317)

6 $69,311 ($14,393) ($40,654) $14,264 ($82,053)

7 $70,506 ($14,536) ($41,549) $14,420 ($67,633)

8 $71,724 ($14,682) ($42,465) $14,578 ($53,055)

9 $72,966 ($14,829) ($43,400) $14,738 ($38,317)

10 $74,233 ($14,977) ($44,356) $14,900 ($23,417)

11 $75,524 ($15,127) ($45,333) $15,064 ($8,353)

12 $76,840 ($15,278) ($46,331) $15,231 $6,878

13 $78,182 ($15,431) ($47,351) $15,400 $22,277

14 $79,550 ($15,585) ($48,394) $15,571 $37,848

15 $80,945 ($15,741) ($49,460) $15,744 $53,592

16 $82,368 ($15,898) $0 $66,470 $120,062

17 $83,819 ($16,057) $0 $67,761 $187,823

18 $85,298 ($16,218) $0 $69,080 $256,903

19 $86,806 ($16,380) $0 $70,426 $327,329

20 $88,344 ($16,544) $0 $71,800 $399,129

Douglas County: Annual Results (not discounted)

Lawrence: Annual Results (not discounted)
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Cost-Benefit Model Results: 705 Massachusetts (Eldridge Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (Sales Taxes not Included)

APPENDIX 1: Annual Results Not Discounted (Continued)

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $27,644 $0 $0 $27,644 $27,644 

1 $69,549 ($7,411) ($49,564) $12,574 $40,218

2 $70,854 ($3,183) ($50,656) $17,015 $57,233

3 $72,187 ($3,215) ($51,772) $17,200 $74,433

4 $73,547 ($3,247) ($52,912) $17,388 $91,821

5 $74,935 ($3,280) ($54,077) $17,578 $109,400

6 $76,352 ($3,313) ($55,268) $17,771 $127,171

7 $77,798 ($3,346) ($56,485) $17,967 $145,137

8 $79,273 ($3,379) ($57,729) $18,165 $163,302

9 $80,780 ($3,413) ($59,001) $18,366 $181,668

10 $82,317 ($3,447) ($60,300) $18,569 $200,237

11 $83,886 ($3,482) ($61,628) $18,776 $219,013

12 $85,488 ($3,516) ($62,986) $18,985 $237,999

13 $87,122 ($3,552) ($64,373) $19,198 $257,196

14 $88,791 ($3,587) ($65,791) $19,413 $276,609

15 $90,494 ($3,623) ($67,240) $19,631 $296,241

16 $92,232 ($3,659) $0 $88,573 $384,814

17 $94,007 ($3,696) $0 $90,311 $475,125

18 $95,818 ($3,733) $0 $92,086 $567,211

19 $97,668 ($3,770) $0 $93,898 $661,109

20 $99,555 ($3,808) $0 $95,747 $756,856

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $744 $0 $0 $744 $744 

1 $474,745 $0 ($337,429) $137,316 $138,059

2 $140,052 $0 ($1,363) $138,689 $276,748

3 $141,469 $0 ($1,393) $140,076 $416,825

4 $142,901 $0 ($1,424) $141,478 $558,302

5 $144,348 $0 ($1,455) $142,893 $701,195

6 $145,809 $0 ($1,487) $144,322 $845,517

7 $147,286 $0 ($1,520) $145,766 $991,283

8 $148,777 $0 ($1,553) $147,224 $1,138,507

9 $150,284 $0 ($1,587) $148,697 $1,287,204

10 $151,807 $0 ($1,622) $150,184 $1,437,388

11 $153,345 $0 ($1,658) $151,687 $1,589,075

12 $154,899 $0 ($1,695) $153,204 $1,742,279

13 $156,469 $0 ($1,732) $154,737 $1,897,016

14 $158,055 $0 ($1,770) $156,285 $2,053,301

15 $159,657 $0 ($1,809) $157,848 $2,211,149

16 $161,276 $0 $0 $161,276 $2,372,426

17 $162,912 $0 $0 $162,912 $2,535,338

18 $164,565 $0 $0 $164,565 $2,699,902

19 $166,234 $0 $0 $166,234 $2,866,136

20 $167,921 $0 $0 $167,921 $3,034,058

USD 497: Annual Results (not discounted)

State of Kansas: Annual Results (not discounted)
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Cost-Benefit Model Results: 705 Massachusetts (Eldridge Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (Sales Taxes not Included)

APPENDIX 2: Discounted Annual Results

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $15,606 $0 $0 $15,606 $15,606 

1 $167,743 ($290,400) ($103,772) ($226,429) ($210,823)

2 $86,687 ($20,544) ($25,576) $40,566 ($170,257)

3 $83,098 ($19,623) ($24,721) $38,754 ($131,503)

4 $79,661 ($18,744) ($23,894) $37,024 ($94,479)

5 $76,369 ($17,903) ($23,094) $35,371 ($59,108)

6 $73,215 ($17,101) ($22,321) $33,792 ($25,315)

7 $64,205 ($16,334) ($21,575) $26,296 $981

8 $59,672 ($15,602) ($20,853) $23,218 $24,199

9 $57,241 ($14,902) ($20,155) $22,183 $46,382

10 $54,910 ($14,234) ($19,481) $21,195 $67,577

11 $52,676 ($13,596) ($18,829) $20,251 $87,829

12 $50,535 ($12,987) ($18,199) $19,350 $107,178

13 $48,483 ($12,404) ($17,590) $18,488 $125,667

14 $46,515 ($11,848) ($17,001) $17,666 $143,332

15 $44,629 ($11,317) ($16,432) $16,880 $160,212

16 $42,822 ($10,810) $0 $32,012 $192,224

17 $41,089 ($10,325) $0 $30,764 $222,988

18 $39,428 ($9,862) $0 $29,566 $252,554

19 $37,835 ($9,420) $0 $28,415 $280,969

20 $36,308 ($8,998) $0 $27,310 $308,280

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $20,334 $0 $0 $20,334 $20,334 

1 $82,007 ($188,578) ($56,274) ($162,845) ($142,510)

2 $57,914 ($12,370) ($33,326) $12,219 ($130,292)

3 $55,706 ($11,815) ($32,211) $11,680 ($118,611)

4 $53,584 ($11,286) ($31,133) $11,166 ($107,446)

5 $51,545 ($10,780) ($30,091) $10,674 ($96,771)

6 $49,586 ($10,297) ($29,084) $10,205 ($86,566)

7 $47,702 ($9,835) ($28,111) $9,756 ($76,810)

8 $45,892 ($9,394) ($27,171) $9,328 ($67,483)

9 $44,152 ($8,973) ($26,262) $8,918 ($58,565)

10 $42,480 ($8,571) ($25,383) $8,527 ($50,038)

11 $40,873 ($8,186) ($24,534) $8,153 ($41,885)

12 $39,327 ($7,819) ($23,713) $7,795 ($34,090)

13 $37,842 ($7,469) ($22,919) $7,454 ($26,636)

14 $36,414 ($7,134) ($22,152) $7,128 ($19,509)

15 $35,041 ($6,814) ($21,411) $6,816 ($12,693)

16 $33,721 ($6,509) $0 $27,212 $14,519

17 $32,452 ($6,217) $0 $26,235 $40,755

18 $31,232 ($5,938) $0 $25,294 $66,048

19 $30,059 ($5,672) $0 $24,387 $90,435

20 $28,931 ($5,418) $0 $23,513 $113,948

Lawrence: Annual Results (discounted)

Douglas County: Annual Results ( discounted)

Page 6 of 7 1/27/2015



Cost-Benefit Model Results: 705 Massachusetts (Eldridge Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (Sales Taxes not Included)

APPENDIX 2: Discounted Annual Results (Continued)

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $27,644 $0 $0 $27,644 $27,644 

1 $65,773 ($7,008) ($46,874) $11,891 $39,535

2 $63,370 ($2,847) ($45,305) $15,218 $54,753

3 $61,057 ($2,719) ($43,789) $14,548 $69,301

4 $58,830 ($2,598) ($42,324) $13,909 $83,210

5 $56,687 ($2,481) ($40,908) $13,298 $96,508

6 $54,623 ($2,370) ($39,539) $12,714 $109,221

7 $52,636 ($2,264) ($38,216) $12,156 $121,377

8 $50,722 ($2,162) ($36,938) $11,623 $133,000

9 $48,880 ($2,065) ($35,702) $11,113 $144,113

10 $47,106 ($1,973) ($34,507) $10,626 $154,739

11 $45,398 ($1,884) ($33,353) $10,161 $164,901

12 $43,753 ($1,800) ($32,237) $9,717 $174,618

13 $42,169 ($1,719) ($31,158) $9,292 $183,910

14 $40,644 ($1,642) ($30,116) $8,886 $192,796

15 $39,175 ($1,568) ($29,108) $8,498 $201,294

16 $37,760 ($1,498) $0 $36,262 $237,556

17 $36,397 ($1,431) $0 $34,966 $272,522

18 $35,084 ($1,367) $0 $33,718 $306,240

19 $33,820 ($1,305) $0 $32,514 $338,754

20 $32,602 ($1,247) $0 $31,355 $370,109

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $744 $0 $0 $744 $744 

1 $448,972 $0 ($319,111) $129,861 $130,605

2 $125,259 $0 ($1,219) $124,040 $254,644

3 $119,657 $0 ($1,178) $118,479 $373,124

4 $114,307 $0 ($1,139) $113,168 $486,292

5 $109,196 $0 ($1,101) $108,095 $594,387

6 $104,313 $0 ($1,064) $103,249 $697,636

7 $99,649 $0 ($1,028) $98,621 $796,257

8 $95,194 $0 ($994) $94,200 $890,457

9 $90,938 $0 ($961) $89,977 $980,434

10 $86,872 $0 ($928) $85,944 $1,066,378

11 $82,989 $0 ($897) $82,091 $1,148,470

12 $79,279 $0 ($867) $78,411 $1,226,881

13 $75,735 $0 ($838) $74,896 $1,301,778

14 $72,349 $0 ($810) $71,539 $1,373,317

15 $69,115 $0 ($783) $68,332 $1,441,649

16 $66,026 $0 $0 $66,026 $1,507,675

17 $63,075 $0 $0 $63,075 $1,570,750

18 $60,256 $0 $0 $60,256 $1,631,006

19 $57,563 $0 $0 $57,563 $1,688,569

20 $54,990 $0 $0 $54,990 $1,743,559

USD 497: Annual Results (discounted)

State of Kansas: Annual Results (discounted)

Page 7 of 7 1/27/2015



Cost-Benefit Model Results: 705 Massachusetts Street (Eldridge Hotel Expansion)

Project Summary

Capital Investment in Plant: $12,500,000

Annual Local Expenditures by Firm: $1,772,157

Retained Jobs: 18                     

Average Wage per Retained Job: $32,469

Indirect Jobs Created: 8                       

Economic Value per Indirect Job: $49,031

Total New Households: 11                     

Discount Rate: 5.74%

Cost and Revenue Escalation: 1.00%

Number of Years Evaluated: 20                     

Incentives

IRB Offered Yes

Value of IRB Construction Sales Tax: $440,890  

Tax Rebate: 0% annually over 10 years

Length of Tax Abatement/s: 0 Years

Value of Tax Abatements, Total: $0

Other Incentives

Site Infrastructure: $0

Facility Construction: $0

NRA Rebates: $2,024,002

Value of All Incentives Offered: $2,464,892

Value of All Incentives per Job per Year: $6,847

Value of Incentives in Hourly Pay: $3.29

Value of Incentives per Dollar Invested: $0.20

Returns for Jurisdictions Lawrence
Douglas 

County
USD 497

State of 

Kansas

Revenues $2,863,319 $2,035,714 $1,700,297 $6,385,579

Costs $784,407 $486,782 $73,658 $0

Revenue Stream, Pre-Incentives $2,078,912 $1,548,932 $1,626,639 $6,385,579

Value of Incentives Offered $572,772 $662,840 $869,783 $359,497

Revenue Stream with Incentives $1,506,140 $886,092 $756,856 $6,026,082

Returns for Jurisdictions, Discounted Lawrence
Douglas 

County
USD 497

State of 

Kansas

Discount Rate 5.74%

Discounted Cash Flow, Without Incentives $1,130,572 $824,367 $930,183 $3,775,203

Benefit/Cost Ratio, Without Incentives 3.03                  3.36                22.17            n/a

Discounted Cash Flow, With Incentives $737,080 $390,594 $370,109 $3,442,284

Benefit/Cost Ratio, With Incentives 2.32 2.12 9.42 n/a

Summary of Results

Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (includes sales tax revenues)
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Cost-Benefit Model Results: 705 Massachusetts Street (Eldridge Hotel Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (includes sales tax revenues)

Graphs of Benefits and Costs by Time Period, with and Without Abatement
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Cost-Benefit Model Results: 705 Massachusetts Street (Eldridge Hotel Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (includes sales tax revenues)

Sensitivity Analysis
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Cost-Benefit Model Results: 705 Massachusetts Street (Eldridge Hotel Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (includes sales tax revenues)

APPENDIX 1: Annual Results Not Discounted

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $31,305 $0 $0 $31,305 $31,305 

1 $204,067 ($306,365) ($109,729) ($212,027) ($180,722)

2 $124,892 ($22,971) ($28,597) $73,324 ($107,398)

3 $127,525 ($23,200) ($29,227) $75,098 ($32,300)

4 $130,222 ($23,432) ($29,871) $76,918 $44,618

5 $132,982 ($23,667) ($30,528) $78,786 $123,405

6 $135,807 ($23,903) ($31,201) $80,703 $204,108

7 $129,849 ($24,142) ($31,888) $73,819 $277,926

8 $128,912 ($24,384) ($32,590) $71,937 $349,864

9 $130,960 ($24,628) ($33,308) $73,024 $422,888

10 $133,045 ($24,874) ($34,042) $74,129 $497,017

11 $135,167 ($25,123) ($34,791) $75,253 $572,270

12 $137,328 ($25,374) ($35,558) $76,396 $648,666

13 $139,527 ($25,628) ($36,341) $77,559 $726,225

14 $141,766 ($25,884) ($37,141) $78,741 $804,966

15 $144,046 ($26,143) ($37,959) $79,944 $884,910

16 $146,368 ($26,404) $0 $119,964 $1,004,874

17 $148,733 ($26,668) $0 $122,065 $1,126,938

18 $151,140 ($26,935) $0 $124,205 $1,251,143

19 $153,591 ($27,204) $0 $126,387 $1,377,530

20 $156,086 ($27,476) $0 $128,610 $1,506,140

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $30,463 $0 $0 $30,463 $30,463

1 $103,937 ($198,948) ($59,504) ($154,515) ($124,052)

2 $82,797 ($13,831) ($37,261) $31,705 ($92,347)

3 $84,751 ($13,969) ($38,082) $32,699 ($59,648)

4 $86,752 ($14,109) ($38,921) $33,722 ($25,926)

5 $88,802 ($14,250) ($39,778) $34,774 $8,848

6 $90,903 ($14,393) ($40,654) $35,856 $44,704

7 $93,056 ($14,536) ($41,549) $36,970 $81,674

8 $94,725 ($14,682) ($42,465) $37,578 $119,253

9 $96,427 ($14,829) ($43,400) $38,198 $157,451

10 $98,162 ($14,977) ($44,356) $38,830 $196,281

11 $99,932 ($15,127) ($45,333) $39,473 $235,753

12 $101,736 ($15,278) ($46,331) $40,127 $275,881

13 $103,576 ($15,431) ($47,351) $40,794 $316,675

14 $105,452 ($15,585) ($48,394) $41,473 $358,148

15 $107,366 ($15,741) ($49,460) $42,165 $400,313

16 $109,317 ($15,898) $0 $93,418 $493,731

17 $111,306 ($16,057) $0 $95,249 $588,980

18 $113,335 ($16,218) $0 $97,117 $686,097

19 $115,404 ($16,380) $0 $99,024 $785,122

20 $117,514 ($16,544) $0 $100,971 $886,092

Douglas County: Annual Results (not discounted)

Lawrence: Annual Results (not discounted)
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Cost-Benefit Model Results: 705 Massachusetts Street (Eldridge Hotel Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (includes sales tax revenues)

 

APPENDIX 1: Annual Results Not Discounted (Continued)

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $27,644 $0 $0 $27,644 $27,644 

1 $69,549 ($7,411) ($49,564) $12,574 $40,218

2 $70,854 ($3,183) ($50,656) $17,015 $57,233

3 $72,187 ($3,215) ($51,772) $17,200 $74,433

4 $73,547 ($3,247) ($52,912) $17,388 $91,821

5 $74,935 ($3,280) ($54,077) $17,578 $109,400

6 $76,352 ($3,313) ($55,268) $17,771 $127,171

7 $77,798 ($3,346) ($56,485) $17,967 $145,137

8 $79,273 ($3,379) ($57,729) $18,165 $163,302

9 $80,780 ($3,413) ($59,001) $18,366 $181,668

10 $82,317 ($3,447) ($60,300) $18,569 $200,237

11 $83,886 ($3,482) ($61,628) $18,776 $219,013

12 $85,488 ($3,516) ($62,986) $18,985 $237,999

13 $87,122 ($3,552) ($64,373) $19,198 $257,196

14 $88,791 ($3,587) ($65,791) $19,413 $276,609

15 $90,494 ($3,623) ($67,240) $19,631 $296,241

16 $92,232 ($3,659) $0 $88,573 $384,814

17 $94,007 ($3,696) $0 $90,311 $475,125

18 $95,818 ($3,733) $0 $92,086 $567,211

19 $97,668 ($3,770) $0 $93,898 $661,109

20 $99,555 ($3,808) $0 $95,747 $756,856

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $63,033 $0 $0 $63,033 $63,033 

1 $580,665 $0 ($337,429) $243,236 $306,269

2 $251,018 $0 ($1,363) $249,656 $555,925

3 $257,642 $0 ($1,393) $256,249 $812,173

4 $264,443 $0 ($1,424) $263,020 $1,075,193

5 $271,428 $0 ($1,455) $269,973 $1,345,166

6 $278,600 $0 ($1,487) $277,113 $1,622,279

7 $285,965 $0 ($1,520) $284,446 $1,906,725

8 $290,231 $0 ($1,553) $288,677 $2,195,403

9 $294,567 $0 ($1,587) $292,979 $2,488,382

10 $298,975 $0 ($1,622) $297,352 $2,785,734

11 $303,456 $0 ($1,658) $301,798 $3,087,532

12 $308,012 $0 ($1,695) $306,318 $3,393,850

13 $312,645 $0 ($1,732) $310,913 $3,704,763

14 $317,354 $0 ($1,770) $315,584 $4,020,347

15 $322,143 $0 ($1,809) $320,334 $4,340,681

16 $327,012 $0 $0 $327,012 $4,667,693

17 $331,962 $0 $0 $331,962 $4,999,655

18 $336,996 $0 $0 $336,996 $5,336,650

19 $342,114 $0 $0 $342,114 $5,678,764

20 $347,318 $0 $0 $347,318 $6,026,082

USD 497: Annual Results (not discounted)

State of Kansas: Annual Results (not discounted)
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Cost-Benefit Model Results: 705 Massachusetts Street (Eldridge Hotel Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (includes sales tax revenues)

APPENDIX 2: Discounted Annual Results

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $31,305 $0 $0 $31,305 $31,305 

1 $192,989 ($289,733) ($103,772) ($200,516) ($169,212)

2 $111,700 ($20,544) ($25,576) $65,579 ($103,633)

3 $107,863 ($19,623) ($24,721) $63,519 ($40,113)

4 $104,164 ($18,744) ($23,894) $61,527 $21,414

5 $100,597 ($17,903) ($23,094) $59,600 $81,014

6 $97,158 ($17,101) ($22,321) $57,736 $138,749

7 $87,852 ($16,334) ($21,575) $49,944 $188,693

8 $82,483 ($15,602) ($20,853) $46,028 $234,721

9 $79,245 ($14,902) ($20,155) $44,187 $278,909

10 $76,136 ($14,234) ($19,481) $42,421 $321,330

11 $73,151 ($13,596) ($18,829) $40,726 $362,056

12 $70,286 ($12,987) ($18,199) $39,100 $401,156

13 $67,535 ($12,404) ($17,590) $37,540 $438,697

14 $64,893 ($11,848) ($17,001) $36,044 $474,740

15 $62,357 ($11,317) ($16,432) $34,607 $509,348

16 $59,923 ($10,810) $0 $49,113 $558,461

17 $57,585 ($10,325) $0 $47,260 $605,721

18 $55,340 ($9,862) $0 $45,478 $651,199

19 $53,185 ($9,420) $0 $43,765 $694,963

20 $51,115 ($8,998) $0 $42,117 $737,080

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $30,463 $0 $0 $30,463 $30,463 

1 $98,295 ($188,147) ($56,274) ($146,127) ($115,664)

2 $74,052 ($12,370) ($33,326) $28,356 ($87,308)

3 $71,684 ($11,815) ($32,211) $27,658 ($59,650)

4 $69,393 ($11,286) ($31,133) $26,974 ($32,676)

5 $67,177 ($10,780) ($30,091) $26,306 ($6,370)

6 $65,033 ($10,297) ($29,084) $25,652 $19,282

7 $62,959 ($9,835) ($28,111) $25,013 $44,294

8 $60,609 ($9,394) ($27,171) $24,044 $68,339

9 $58,348 ($8,973) ($26,262) $23,114 $91,453

10 $56,174 ($8,571) ($25,383) $22,221 $113,673

11 $54,082 ($8,186) ($24,534) $21,362 $135,035

12 $52,070 ($7,819) ($23,713) $20,538 $155,573

13 $50,134 ($7,469) ($22,919) $19,745 $175,318

14 $48,271 ($7,134) ($22,152) $18,984 $194,303

15 $46,478 ($6,814) ($21,411) $18,253 $212,556

16 $44,754 ($6,509) $0 $38,245 $250,801

17 $43,095 ($6,217) $0 $36,878 $287,679

18 $41,498 ($5,938) $0 $35,560 $323,238

19 $39,962 ($5,672) $0 $34,290 $357,528

20 $38,483 ($5,418) $0 $33,066 $390,594

Lawrence: Annual Results (discounted)

Douglas County: Annual Results ( discounted)
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Cost-Benefit Model Results: 705 Massachusetts Street (Eldridge Hotel Expansion)
Scenario: 15-Year, 95% NRA (all jurisdictions), 20Y Evaluation Period (includes sales tax revenues)

APPENDIX 2: Discounted Annual Results (Continued)

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $27,644 $0 $0 $27,644 $27,644 

1 $65,773 ($7,008) ($46,874) $11,891 $39,535

2 $63,370 ($2,847) ($45,305) $15,218 $54,753

3 $61,057 ($2,719) ($43,789) $14,548 $69,301

4 $58,830 ($2,598) ($42,324) $13,909 $83,210

5 $56,687 ($2,481) ($40,908) $13,298 $96,508

6 $54,623 ($2,370) ($39,539) $12,714 $109,221

7 $52,636 ($2,264) ($38,216) $12,156 $121,377

8 $50,722 ($2,162) ($36,938) $11,623 $133,000

9 $48,880 ($2,065) ($35,702) $11,113 $144,113

10 $47,106 ($1,973) ($34,507) $10,626 $154,739

11 $45,398 ($1,884) ($33,353) $10,161 $164,901

12 $43,753 ($1,800) ($32,237) $9,717 $174,618

13 $42,169 ($1,719) ($31,158) $9,292 $183,910

14 $40,644 ($1,642) ($30,116) $8,886 $192,796

15 $39,175 ($1,568) ($29,108) $8,498 $201,294

16 $37,760 ($1,498) $0 $36,262 $237,556

17 $36,397 ($1,431) $0 $34,966 $272,522

18 $35,084 ($1,367) $0 $33,718 $306,240

19 $33,820 ($1,305) $0 $32,514 $338,754

20 $32,602 ($1,247) $0 $31,355 $370,109

Year Revenues Costs Incentives Net Cumulative

Pre-Operation $63,033 $0 $0 $63,033 $63,033 

1 $549,142 $0 ($319,111) $230,031 $293,064

2 $224,504 $0 ($1,219) $223,285 $516,349

3 $217,918 $0 ($1,178) $216,740 $733,089

4 $211,528 $0 ($1,139) $210,390 $943,479

5 $205,329 $0 ($1,101) $204,228 $1,147,707

6 $199,313 $0 ($1,064) $198,249 $1,345,956

7 $193,476 $0 ($1,028) $192,448 $1,538,404

8 $185,702 $0 ($994) $184,708 $1,723,112

9 $178,244 $0 ($961) $177,284 $1,900,396

10 $171,090 $0 ($928) $170,162 $2,070,557

11 $164,227 $0 ($897) $163,330 $2,233,887

12 $157,644 $0 ($867) $156,777 $2,390,664

13 $151,328 $0 ($838) $150,490 $2,541,154

14 $145,268 $0 ($810) $144,458 $2,685,612

15 $139,455 $0 ($783) $138,672 $2,824,284

16 $133,878 $0 $0 $133,878 $2,958,161

17 $128,526 $0 $0 $128,526 $3,086,688

18 $123,392 $0 $0 $123,392 $3,210,080

19 $118,466 $0 $0 $118,466 $3,328,546

20 $113,739 $0 $0 $113,739 $3,442,284

USD 497: Annual Results (discounted)

State of Kansas: Annual Results (discounted)
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Addendum B: Additional Cost-Benefit Model Scenarios 

 

 

 

705 Massachusetts Street (20 Year Evaluation Period) 

Incentive Package City County USD 497 State 

Total 

Package 

Value 

15-Year, 85% NRA + IRB Sales Tax Exemption 

(20Y Evaluation Period) 
1.61  1.45  10.76  n/a $2,251,839  

12-Year, 85% NRA + IRB Sales Tax Exemption 

(20Y Evaluation Period) 
1.70  1.62  12.60  n/a $1,840,831  

10-Year, 85% NRA + IRB Sales Tax Exemption 

(20Y Evaluation Period) 
1.75  1.74  13.94  n/a $1,581,375  

CBA did not consider guest tax revenues or retail sales tax revenues generated. 

      
705 Massachusetts Street (15 Year Evaluation Period) 

Incentive Package City County USD 497 State 

Total 

Package 

Value 

15-Year, 85% NRA + IRB Sales Tax Exemption 

(15Y Evaluation Period) 
1.38  1.10  8.01  n/a $2,251,839  

12-Year, 85% NRA + IRB Sales Tax Exemption 

(15Y Evaluation Period) 
1.47  1.28  10.19  n/a $1,840,831  

10-Year, 55% NRA + IRB Sales Tax Exemption 

(15Y Evaluation Period) 
1.54  1.42  11.78  n/a $1,581,375  

CBA did not consider guest tax revenues or retail sales tax revenues generated. 
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Addendum C: Historic account of public assistance for existing Eldridge Hotel 
 

On October 1, 1985, The City Commission received a letter from Rob Phillips requesting a public 

hearing to consider a letter of Intent to issue $2,000,000 in Industrial Revenue Bonds for the 

purpose of renovating the Eldridge House.  During the public hearing held on October 22, 1985, 

the City Commission unanimously approved a motion to require $1,000,000 in private 

investment capital be raised before issuance of the IRBs. The Commission adopted a Resolution 

of Intent (Res No. 4882) to issue $2,000,000 in IRBs for Eldridge House Investors L.P., which 

was amended to include the private capital investment requirement. 

 

The first and second readings of Ordinance No. 5723 authorizing the issuance of the bonds 

were done at the August 19 and 26th, 1986 City Commission meetings. Rob Phillips, 

representing Eldridge Hotel Investors Limited Partnership stated that the in-lieu-of-tax payment 

would be $10,000 more than current taxes.  Ordinance 5723 was approved 5-0 supporting bond 

issuance for the project and executed on August 26, 1986. 

 

IRBs (Series of August 1, 1986) were issued for $2,000,000 for the Eldridge House Project on 

behalf of Eldridge House Investors L.P. (Rob Phillips, general partner; Edward Seyfert, original 

limited partner).  

 

In association with the IRBs, there was 10-year tax abatement (3% on real property, 97% on 

personal property) from 1-1-1987 through 12-31-1996.  No jobs were estimated to be created 

as a result of the abatement. Under terms of a separate agreement, the tenant covenanted and 

agreed to an annual payment-in-lieu of taxes in the amount of $25,934.20 for the period of the 

exemption. 
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Addendum D: About the Cost-Benefit Model 

 
The City of Lawrence uses a proprietary Cost-Benefit model when examining projects. The Cost-

Benefit model is one tool that government decision makers can incorporate in their decision-

making process.  The City’s cost-benefit model provides a framework for estimating the fiscal 

impacts of a project, assuming it were in existence and in use today, through the examination 

of costs and benefits to various taxing jurisdictions (City, County, School District, State).  As 

with all economic models, there are limitations, which are generalized below:   

 

• Does not consider intangible effects 

The model does not speak to the effects of intangible costs or benefits resulting from a 

project, since intangible effects are difficult, if not impossible to assign a dollar value.   

 

• Does not consider private or market effects 

The model only seeks to quantify the cumulative effect on public revenues and expenses 

and not the effect on private interests that may be affected by a project.  Thus, the 

model only considers public, or governmental, costs and revenues.   

 

Logic would dictate that any development may also have a financial impact on the 

private sector.  For example, if one were analyzing a proposal to build a new baseball 

stadium, the new tax revenue from the building and property – as well as the costs for 

providing additional public security and emergency services (police, fire, ambulance, 

etc.) – would factor into the analysis. However, the effect of the stadium on neighboring 

property values or the impact on business at local restaurants would not be accounted 

for within the model.  

 

The cost-benefit model does not consider market impacts of a project, including the 

amount of market share a project captures from existing businesses or the amount of 

new revenues brought into the community as a direct result of a project.  A market 

study can be employed to study these effects. 

 

• The model considers direct effect economic impacts  

Multipliers used within the model are applied to direct effects such as the number of 

jobs created by the project and associated wages.  The model does not attempt to 

measure all indirect effects such as capturing visitor spending associated with a project, 

nor the economic effects of that spending as outside dollars circulate through the 

community over time. 
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• Model assumes current effects  

The model is run on assumptions and estimations provided at the time of analysis.  The 

current effects aspect of the model means that the analysis provides a means of 

estimating the financial impact of a development as if the project under consideration 

were in existence and in use today, given estimated costs and assumptions that are 

usually defined prior to the project being constructed or operational.  Given that it may 

be difficult to predict future costs and benefits accurately, there is an implicit assumption 

that future changes affect both revenues and costs. 

 

In addition, the model does not reflect any changes in economic adjustments over time 

due to macroeconomic conditions, regional industrial structure, public policies, and 

technological advances. 

 

• Does not consider fiscal impacts of temporary or part-time employment  

Employment analyzed is for full-time, permanent positions related to a project and does 

not consider temporary jobs created due to project construction or part-time positions 

created during project operation. 

 

 

Other considerations for decision making: 

There could be several important considerations that fall outside of the realm of municipal 

budgets and cost-benefit analysis.  For example, fiscal impacts of development on abutters, 

local businesses and natural resources are not accounted for in cost-benefit analysis.   

 

Cost-benefit analysis also does not consider issues of equity and social responsibility.  For 

instance, while it may be easy to identify the fiscal downsides of low-income housing on 

municipal and school budgets, municipalities may also bear some level of responsibility for 

ensuring access to affordable housing.  Finally, communities maintain certain values that cannot 

be assigned a price tag, such as the intrinsic value of nature, cultural heritage, and aesthetics. 

 

Depending on the project, it may be prudent to employ other analytical models or studies (e.g. 

economic impact analysis; pro forma/but-for analysis; trade area analysis; tourism impact, 

market demand and other studies; etc.) in conjunction with cost-benefit analysis, as well as 

give consideration to other, non-quantifiable elements to gain insight into a project’s overall 

value to the community. 
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Addendum E: Projected Property and Sales Tax Revenues 

 



1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
10 Years 

(2017-2026)

15 Years 

(2017-2031)

20 Years 

(2017-2026

Base Taxes $4,922 $4,932 $4,942 $4,952 $4,962 $4,972 $4,981 $4,991 $5,001 $5,011 $5,021 $5,031 $5,041 $5,051 $5,061 $5,071 $5,081 $5,091 $5,101 $5,111 $5,122 $5,132 $49,864 $75,169 $100,727

Incremental Taxes (5% of improved value) $0 $59,396 $6,070 $6,204 $6,341 $6,480 $6,623 $6,769 $6,918 $7,070 $7,226 $7,385 $7,548 $7,714 $7,884 $8,058 $8,235 $168,331 $172,038 $175,827 $179,700 $183,657 $67,087 $106,526 $986,080

Total Taxes Due $4,922 $64,328 $11,012 $11,156 $11,302 $11,452 $11,604 $11,760 $11,919 $12,082 $12,247 $12,416 $12,589 $12,765 $12,945 $13,129 $13,316 $173,422 $177,140 $180,939 $184,821 $188,789 $116,952 $181,696 $1,086,806

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
10 Years 

(2017-2026)

15 Years 

(2017-2031)

20 Years 

(2017-2026

City (1.55%) $0 $15,699 $26,695 $27,967 $29,279 $30,633 $32,028 $33,468 $34,952 $35,651 $36,364 $37,091 $37,833 $38,590 $39,361 $40,149 $40,952 $41,771 $42,606 $43,458 $44,327 $45,214 $324,128 $521,012 $738,389

County (1%) $0 $10,128 $17,223 $18,043 $18,890 $19,763 $20,663 $21,592 $22,550 $23,001 $23,461 $23,930 $24,408 $24,897 $25,394 $25,902 $26,420 $26,949 $27,488 $28,038 $28,598 $29,170 $209,115 $336,137 $476,380  

State (6.5%) $0 $62,290 $105,920 $110,967 $116,172 $121,542 $127,080 $132,791 $138,680 $141,453 $144,282 $147,168 $150,112 $153,114 $156,176 $159,300 $162,486 $165,735 $169,050 $172,431 $175,880 $179,397 $1,286,057 $2,067,243 $2,929,736

Total $0 $88,117 $149,838 $156,977 $164,341 $171,938 $179,772 $187,851 $196,181 $200,105 $204,107 $208,189 $212,353 $216,600 $220,932 $225,351 $229,858 $234,455 $239,144 $243,927 $248,805 $253,781 $1,819,300 $2,924,393 $4,144,504

 

 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
10 Years 

(2017-2026)

15 Years 

(2017-2031)

20 Years 

(2017-2026

Property Tax Revenues $4,922 $64,328 $11,012 $11,156 $11,302 $11,452 $11,604 $11,760 $11,919 $12,082 $12,247 $12,416 $12,589 $12,765 $12,945 $13,129 $13,316 $173,422 $177,140 $180,939 $184,821 $188,789 $116,952 $181,696 $1,086,806

Sales Tax Revenues $0 $88,117 $149,838 $156,977 $164,341 $171,938 $179,772 $187,851 $196,181 $200,105 $204,107 $208,189 $212,353 $216,600 $220,932 $225,351 $229,858 $234,455 $239,144 $243,927 $248,805 $253,781 $1,819,300 $2,924,393 $4,144,504

Total Taxes Due $4,922 $64,328 $160,851 $168,133 $175,644 $183,390 $191,377 $199,611 $208,100 $212,186 $216,354 $220,605 $224,942 $229,365 $233,877 $238,479 $243,174 $407,877 $416,283 $424,865 $433,626 $442,570 $1,936,251 $3,106,088 $5,231,311

Projected Sales Tax Revenues

Total Projected Property and Sales Tax Revenues

 

BASE Year
Under 

Construction

NRA Full Tax Year No NRA Rebates

Projected Property & Sales Tax 

Revenues 

 

Projected Property Tax Revenues

Projected Sales Taxes (assumes 80% of total is net new)

 

BASE Year
Under 

Construction

NRA Full Tax Year No NRA Rebates

Projected Property Tax Revenues (from Owner, given a 95% NRA)

 

BASE Year
Under 

Construction

NRA Full Tax Year No NRA Rebates










































