COUNCIL MINUTES
JANUARY 11, 2017

The City Council held a meeting on Wednesday, January 11,2017, at 5:30 p.m., in the
Council Chambers, 10 North Main Street, Cedar City, Utah.

MEMBERS PRESENT: Mayor Maile Wilson; Councilmembers: Ron Adams; Paul
Cozzens; Terri Hartley; Craig Isom; Fred Rowley.

STAFF PRESENT: City Manager Paul Bittmenn; City Engineer Kit Wareham; City
Attorney Tyler Romeril; City Recorder, Renon Savage; Finance Director Jason Norris;
Police Chief Darin Adams; Fire Chief Mike Phillips; Public Works Director Ryan
Marshall; Leisure Services/Events Director Bryan Dangerfield, Airport Manager Jeremy
Valgardson, Parks Superintendent Austin Bingham.

OTHERS PRESENT: Paul Roelandt, Zach Schierl, Jeremiah Davis, Kevin Davis, Leesa
Ricci, Daniel Royal, Brad Green, Bruce Winslow, Paola Garrison-Tovar, Arlo Fawson,
Melissa Beacham, Shannen Werber, Jara Syrett, Malia Togisala, Marta Munford, Tim
Watson, Tom Jett, Holly Coombs, Alex Kofford, Katie Petersen, Jeremy J ohnson,
Jennifer Farnsworth, Vincent Fava, Jennifer Morales, Arnie Riddle, Caroline Brown, Erik

Ordorica.

CALL TO ORDER: Pastor Pete of Foursquare gave the invocation; the pledge was led
by Councilmember Hartley.

AGENDA ORDER APPROVAL: Councilmember Isom moved to approve the agenda
order of City Council & RDA; second by Councilmember Hartley; vote unanimous.

ADMINISTRATION AGENDA — MAYOR AND COUNCIL BUSINESS; STAFF
COMMENTS: mRowley — After going to the meeting on the Leisure Services Master
Plan last night, I have a proposal, see Exhibit “A. Hartley — why would we adopt that
when we are in the middle of a master plan. Rowley — I would like to do it along with the
master plan. It would go through the Leisure Services committee. I feel they are options
that will work for everyone involved. Hartley — I think they are considering some of
these in the plan. Adams — wait for that to be finished off before we build courts, there is
a lot of money involved. Rowley — yes, but lock the ice rink in place and make in
permanent. We can wait to build basketball courts and soccer fields east of the lake.
Adams — you said east side, did you mean west? Rowley —no, east. Paul — we own 10
acres across the street as well. Mayor — we need to make a decision on the ice rink.
Rowley — with new place to build basketball courts it could be settled. mCozzens —1
went and met with Tina last week for the Animal Shelter proposal, it shows 3 kennels in
the euthanasia room, it is not needed, it could be cut in half and the other side used for
storage. I also met with Paul and Chief Adams and went over ideas. Iknow Tom Jett
has met with Heath Oveson and he said he would help/donate his time to help draw the
plans, he cannot do hvac. By making some changes it is about $90 a square foot and
would take $250,000 - $300,000 off the building. I would like to be involved in that and
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see where we can value engineer. We want something nice, but be reasonable. Mayor —
that is why we want to get it drawn up so we have an understanding of what we need and
want as opposed to the rough estimates. As we looked at a number of shelters and talked
with people on what they would do different, we have different ideas for a better facility.
Cozzens — I talked with Chad Carter on square footage costs, administrative and square
footage, I hope we will look at our local architects. mMayor — we would like to do a tour
before budget and see all the city facilities, we will let you know days and times.
mRowley — [ saw we had $1,500 for legal ads for the time period. I saw a movement to
dispense in printing legal ads in the newspaper. Would it behoove us to talk with the state
legislators? Paul — yes, it would start with the State. mMayor — Saturday is an SUU
basketball game, Cedar City day, they are playing Portland State. On Monday at 7 pm
there is a program at the Episcopal Church on Martin Luther King. mCozzens — I was
walking down Industrial Road and there is a pot hole, it is actually a culvert that is
breaking through. mEmployee of the Month, Kirk Haymore: Jeremy Valgardson — Kirk’s
enthusiasm and can-do attitude makes him a valuable member of the Leisure Services
and Park Division team. He has worked for the Parks Division since October 2014.
Kirk’s responsibilities are the parks and outdoor facilities in the downtown area. He
deals with a very busy schedule of Festivals and sporting events during the summer
months, including numerous parades, festivals and large activities at the Main Street Park
and Historic Downtown. Kirk gets along well with his fellow employees and the patrons
which is essential in dealing with the diverse groups. His fun and professional attitude is
a huge asset to the city in creating great working relationships among these groups.
Kirk’s past professional experience has allowed the city to save a lot of money on various
projects, both emergencies and planned projects that have been accomplished in the
parks. Kirk is a great supervisor and he and his employees will do everything they can to
make sure the downtown area is neat and well presented for the many people that visit the
areas. One of Kirk’s most enjoyable times is setting up the Christmas decorations at the
Main Street Park, City Hall and the Mayor Square. Many have commented how nice it is
to have these areas decorated. As a result of his efforts, many visitors and citizens have a
good impression of our City. He is a credit to Cedar City Corporation and the Leisure
Services Department. mBryan Dangerfield, Leisure Services — I appreciate all the work
you (Kirk) and your crew do. I gave you goals, findings of the survey and some
questions on survey for the Leisure Services Master Plan (See Exhibit “B”). The ice rink
was left off because it is not a city facility. The questionnaire only asked the
participation level, question 10 addressed them and it scored very well. Question #16 is
the money question. Also there were questionnaires filled out by hand that were not
counted because we felt we had several children filling them out. They can go on the
website and fill out a survey. We did calculate the data it is just not part of the survey
results. Cozzens — the site does not seem to be working, not allowing people to fill them
out. You were also concerned about the first meeting, I was there and it was not
communicated that only one per household could be filled out. When you look at the
survey, we have a certain city employee sending out mass emails to soccer and basketball
groups and giving them a link and asking them to focus on certain things, that skews the
online poll as much as the first meeting. Bryan — we want every household to fill one
out. Cozzens — having a city employee sending out emails is wrong. Also, everyone that
came to the first meeting made the effort to be there should be included. Bryan — we
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encouraged all our staff to get word out to everyone, but when we have 5 children per
family to fill out a form, that is skewed data, that is different than encouraging people to
fill out the online form. The 58 people ended up being 515 votes, we had a duplicate site
and had it put in and it is way out of whack. Cozzens — but the group showed up.
Rowley — can you tell a household and only use one? Bryan — yes, but the survey has
changed. We are allowing people to go and fill the form out over the next 3 weeks. I
will never do a handwritten survey again, that is not how we want to get information.
Cozzens — do you have a problem having city employees asking people to focus on
certain areas? Bryan — most people will focus on what they are interested in. Rowley —
did you encourage them to fill it out, or to encourage them to focus on a sport? Was her
email specific to say we want you to be say certain things. Bryan — the employees are
citizens also. Cozzens — it is similar to the bond election on the Aquatic Center and it
rubs me wrong. Bryan — it is a survey; it is not a vote. Cozzens — it will have an impact.
Bryan — with 1,000 responding, that is 10% of the population. Itisa 5, 10 and 20-year
plan. If you are in the top ten you should be considered. Rowley — it gives you a general
idea of what people want. Mayor — it will give all of us a better understanding of what
the community as a whole want. Bryan — I was surprised of the number of people that
want amphitheaters and splash pads. Isom — people should be able to share their passion.
Hartley — didn’t you tell them they are not in the survey results but the consultant is using
all the information? Cozzens — there was no information that only one per family.
Mayor — we are learning now that you don’t do surveys that way, nothing was intentional
in creating problems. Rowley — if the ice rank came in zero we would know it was
wrong. Mayor — yes, but it goes beyond the ice rink. We have two separate things, the
future of a permanent ice rink and have this to give us an idea of what the community
wants to see. Cozzens — I applaud you for your efforts Bryan and think you are doing a
fantastic job. This study will come out and give a wish list of things we cannot afford.
We need the effluent of the WWTP in use now. We have a plan where the City stands to
lose $28 million in water rights and I don’t have the appetite to vote for more debt and
bonds for this city. I have been supportive of the ice rink because it has cost us nothing.
I think we need to focus on water needs. I think it is fine to see needs down the road, but
I don’t think we can afford basketball courts or horse shoe pits now.

Adams — we are trying to get ideas and costs, it is not a witch hunt on events, people have
different ideas and passions. I don’t think we are against the ice hockey, but we have
other people interested in other things and that is what it is designed to do. We don’t get
enough input from the public; I think it is fantastic that we are getting so many responses.
We have to be frugal and manage the funds. We won’t have all these new facilities; it is
just to get an idea. I don’t think any of us will go overboard in debt. Ican’t believe this
survey has got that hostile, no one has a problem, but there are other passions. We need
to respect everyone’s opinion. You have done a great job in organizing, this is not final,
and we are just getting started. Bryan — yes, it is a conservation starter. I come to
council every time we have something. I hear a lot about Public Safety, I represent
Leisure Services, and I sometimes feel we are not appreciated. We are working on things
to bring a business plan to you and bring in more revenue, the more the better, set up
community foundations. I saw it with Utah Summer Games andTour of Utah. I want my
employees to know how much I appreciate them and they are as important as anyone.
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We are not taking bullets or putting out fires, but they have a lot of weekend and night
things. The survey is a conversation starter. Cozzens — I agree. Isom — thank you for
your thoroughness and your passion. mMayor — with the new irrigation system at the golf
course we are seeing a benefit and it will come up to 18 million gallons of water saved. It
was a financial investment, but does have a return. Bryan — we are looking at ways to
conserve and we do appreciate the passion of the hockey league. I have worked with
Olympics and in hockey and I want it, but I am trying to be neutral and work for
everyone. We hope we can do it without being a burden on the tax payer. Hartley — you
are doing a great job. We can’t just look at you; we need to look at Economic
Development as well. Cozzens —I would be just as passionate on anything that is a
private/public partnership. I don’t play hockey. Iam passionate if it doesn’t cost us
money. m Chief Mike Phillips — yesterday morning we had an arsonist setting off fires, if
it wasn’t for the police officers stopping them we would have had more. Chief Adams —
we had a troubled man targeting a family member and suicidal and inflicting damage.

Six vehicles, four locations. Rowley — do you think he would keep going? Adams —we
don’t know, but it started at midnight and then two hours later. Our officers would
respond, the fireman following putting things out. One did get a carport. One officer
was off and made his way into town because he couldn’t sleep and went from the Cove to
Rosehill Rd. and found him.

PUBLIC COMMENTS: m High Cost Infrastructure Tax Credit Program. Dan Royal of
the Governor’s Office of Energy Development — 1 have worked with GoEd and Rural
Development for the past few years. I transitioned to the Governor’s Office of Energy
Development with a new program so we are communicating the program to the cities.
See Exhibit “C”. Hartley — have you made contact with our Economic Development
Department? Dan — yes, I have met with Danny.

mPaul Roldant, Superintendent for Cedar Breaks. We appreciate we heard of lighting
infrastructure. We had over 900,000 visitors in Cedar Breaks and will be over a million
in the next few years. A lot is because of the astronomy tourism. Dark skies are very
important. There is a direct relationship in lighting in the communities. Zach Schierl is
the Dark Sky Coordinator. Zach — I work at Cedar Breaks, one of my roles is promoting
Cedar Breaks as an astro destination and we have been successful. We would draw 300
people a night on weekends and people say they came because of the dark sky. We are
fortunate to have the dark sky. We need to keep that resource available for tourism in
Cedar City. We found out that the City is changing the street lights to LED. LED’s are
energy efficient, but they can also keep sky’s dark. Make sure they are aimed down, a
coworker and I were on Main Street by the new lights and they are great. Also the color
of the lights. If we have blue light at night, it scatters and interferes with the sky. The
warmer yellow/orange light is better. A lot of cities are making the switch to LED lights,
and a lot are doing the bright blue. The warmer lights are easier on the eyes. We are
hoping to offer our experience in dark sky lighting and hoping the city will choose bulbs
that are warmer. Rowley — are the new lights the right color? Zach — they are pretty
blue. Rowley — the cost the same? Zach — yes, they are about the same price. Rowley — 1
hear I need to visit Cedar Breaks in the winter, they say it is 5 minutes from Brian Head.
Zach — you can drive ¥ mile in, we have a winter parking lot. Rowley — the ad is aimed
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at people from California and they don’t have snow shoes with them. Zach — we are
promoting guided snow shoe hikes. We meet them at Brian Head. We partner with the
Ski Resort. mBruce Winslow, I am a retired park ranger. I want the Council and
residents aware that April 6, 2017 is the centennial for the United States entry into World
War I, ] am a member of the American Legion here in Cedar City and the Iron County
Veterans Coalition and the Veterans liaison to the Public Library here in Cedar City and I
am trying to get a grant to have a traveling exhibit and add programs. There are 294
names on the WWI monument from Iron County that served in WWI. I went over there
and wrote all the names down and now I have it electronically, but I don’t know where to
find the information on those folks, I was wondering if there is a way the City can find
out where the names came from. I am also in the process of having other organizations
such as the National Guard to cross check names, some served in the Cedar City Unit of
the National Guard and served in France, there are 131 names from Cedar City, 17 from
Modena and Lund had 26 names. I have been on the family history website looking for
information. I am not from Utah so I need some help. We would like to get a committee
started to have a yearlong program from Veterans Day this year to Armistice Day in 2018
and recognize those folks. Rowley — does the monument say who died? Bruce — there
were 6 in Cedar City, but 3 died from disease here in the States. The biggest thing is
trying to get out to the community, I have the list electronically. Mayor — come set down
with me and we will find some solutions. Hartley — I think the Rotary Club originally
gathered that information. Ron — Frontier Homestead also has some history. mTom Jett —
less than 6 months ago I walked to the WWI memorial, there are 3 sides, one of the
communities near Lund does not exist anymore, it is called Nalda. mVincent Fava, I grew
up here, I have always done and had a passion is the skate park and I did not hear it
mentioned. It has been there 15 years and is deteriorating. Every community across the
nation is building new parks. I was wondering what I could do to help with this. Mayor
— go online and fill out the survey. Also, talk with Bryan Dangerfield and you can talk
about the funding ideas. Adams — in the discussion of the survey is maintenance of
existing entities. Rowley — it is not the skate park you want to be at because of the
scaffolding, you want concrete. Vincent — yes, there is rusting and bolts coming up.

CONSENT AGENDA: (1) APPROVAL OF MINUTES DATED DECEMBER 7 &
14,2016 (2) RATIFY BILLS DATED DECEMBER 22, 2016 AND JANUARY 3,
2017; AND APPROVE BILLS DATED JANUARY 6, 2017; (3) ACCEPT THE
PETITION TO ANNEX APPROXIMATELY 37.04 ACRES OF LAND IN THE
VICINITY OF 2000 WEST 800 NORTH (NEW IFA WAREHOUSE). IFA/TYLER
ROMERIL: (4) APPROVE VICINITY PLAN FOR THE FAIRVIEW
SUBDIVISION. KIT WAREHAM/TERRA LUCKY & DAVID CROWTHER; (5)
APPROVE LINE OF DUTY DEATH BENEFIT FOR POLICE OFFICERS AND
FIRE FIGHTERS. CHIEF ADAMS & CHIEF PHILLIPS; (6) APPROVE
COMMITTEE APPOINTMENTS: (1) ALLISON BULLOCH TO THE CATS
COMMITTEE:; AND DANE LEAVITT TO THE HISTORIC DOWNTOWN
ECONOMIC DEVELOPMENT COMMITTEE. MAYOR WILSON:
Councilmember Rowley moved to approve the consent agenda items 1 through 6 as
written above; second by Councilmember Isom; vote unanimous.
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CONSIDER AN ORDINANCE CHANGING THE ZONE FROM GENERAL
COMMERCIAL (GC) TO MIXED USE (MU) ON PROPERTY LOCATED AT 414
NORTH 400 WEST. WATSON ENGINEERING/KIT WAREHAM: Kit —itis in
compliance with the general plan.

Councilmember Rowley moved to approve the zone change from GC to MU on property
at 414 North 400 West; second by Councilmember Adams; roll call vote as follows:

Terri Hartley - AYE
Craig Isom - AYE
Fred Rowley - AYE
Paul Cozzens - AYE
Ron Adams - AYE

CONSIDER A RESOLUTION FOR THE REVISION OF THE 2016-2017 FISCAL
YEAR BUDGET. JASON NORRIS: Jason — I added $3,500 to the police insurance
line item, that is the only change.

Councilmember Isom moved to approve the resolution revision the 2016-17 fiscal year
budget; second by Councilmember Rowley; vote as follows:

AYE: 5
NAY: 0
ABSTAINED: 0

CONSIDER SELLING PROPERTY LOCATED AT CROSS HOLLOWS ROAD
AND SR-56, SOUTHEAST CORNER. TYLER ROMERIL: Adams — I brought up
the sign last week and was shot down, it is on the south side of the track which is on our
piece that we are talking about or in Union Pacific Right of way. Kit— it is our right-of-
way; we may need to put a jog in the property. Cozzens — do we put out an RFP? Paul —
yes and if you don’t get what you want you don’t have to sell it. 1.16 acres to the south is
for sale. Rowley — that could be like the Maverick property, it is an important
intersection, they will pay the amount and then we have a storage yard. Hartley —1I
looked at the appraisal, the legal includes the roads. The piece is the .37. Kit — the road
is dedicated to the City and we own the right of way for the railroad. We have not
defined it, but it is about Y% acre.

Councilmember Isom moved to approve putting it out for an RFP to consider selling the
property at Cross Hollows Road and SR-56; second by Councilmember Hartley; vote
unanimous.

CONSIDER A RESOLUTION AMENDING THE PERSONNEL POLICY.
NATASHA HIRSCHI: Councilmember Cozzens moved to approve the resolution
amending the personnel policy; second by Councilmember Adams; vote as follows:

AYE: 5
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NAY: 0
ABSTAINED:__ 0

CONSIDER AN ORDINANCE AMENDING CEDAR CITY’'S NUISANCE
ORDINANCE TO BROADEN THE DEFINITION OF NOXIOUS WEEDS,
AMEND HOW RESTITUTION PAYMENTS ARE RECEIVED, AND TO ALIGN
THE ORDINANCE WITH THE UPDATED UTAH STATE CODE. TYLER
ROMERIL: Paul — when we talked about this last week I said there was something that
said don’t go on undeveloped property, that is not in there. Tyler wrote a few proposals
to put in something.

Tyler — the way we are defining last week was noxious by State law and in excess of 8
inches. After the discussion last week, I met with Sgt. Womack, say as applied to
developed property only is the 8 inches. Cozzens — what about Mike Coronado’s
property. I think we put in native vegetation. I'have put any property altered from its
natural state, or any property altered from natural state by the construction or erecting of
materials where the building permit is required. Prior to that it is left alone. Rowley — I
have a vacant lot in the neighborhood where weeds are growing. Tyler — but they haven’t
pulled a building permit so it wouldn’t. there is a catchall saying if it is a fire hazard
developed or undeveloped. Kevin Davis — some sidewalks have weeds growing in the
cracks and overtaking it where you cannot even walk. Paul — Public Works goes out and
mow them down off the sidewalk. Rowley — why is that Public Works responsibility?
Paul — it is faster than working with a developer. Chief Adams — I have talked with
Tyler, there is a careful balance to not infringe on people’s rights, but others are not
affected. We support the later definition and then we can enforce. We can address a fire
hazard or if we can influence the property owner to contact their neighbor before we do
anything. Ryan Marshall — when we talked about this in staff, it will put a lot on my
department, we own a lot of parcels around, that puts a lot on my departments.

Councilmember Hartley moved to approve the ordinance amending the nuisance
ordinance to change 8” to a foot and use the definition with the building permit, broaden
the definition of noxious weeds amend how restitution payments are received and to align
with the State Code; second by Councilmember Cozzens; roll call vote as follows:

Terri Hartley - AYE
Craig Isom - AYE
Fred Rowley - AYE
Paul Cozzens - AYE
Ron Adams - AYE

CONSIDER A RESOLUTION RELATED TO DEPARTMENTAL USE OF
EARNED REVENUE. PAUL BITTMENN: Paul — after last week we added a portion
in paragraph 5 related to the accounting. Mr. Cozzens had a concern about the City being
in conflict with private business. The language added is: “before a department may
engage in a Special Project from which the department reasonably anticipates generating
a profit, the department shall present the project to the City Council for approval. The
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City Council may withhold its permission for the project for any reason, including the
proposed Special Project’s actual or perceived conflict with private industry.” Cozzens —
the fire department is unique; they don’t need to get council approval. Paul — the Fire
Department has already done the business plan. I see some exceptions and would like
them to come to council. Isom — the language is broad enough that if there is special
training they could use that money. Paul — the business plan has one for capital projects.
Chief Phillips — it states if we want to do anything different it has to go through the
budget process. Paul — the council would see it is an expenditure not in the business plan
and you can decide what you want him to do. Bryan Dangerfield — I was at the lodging
meeting today and we could bring in sports tournaments during the summer. In not
competing, we are working with hotels to bring in a mud run and fire road and we pushed
them to weekends the hotels are not busy. The half marathon, the more runners the more
expenses. We will stay in the budget. Paul — we don’t know how it will work with
everyone, Mike has the design adopted, if Bryan can find a way to make it work then
great. Bryan - when I go to a new city I go to a rec center to see how they make money,
one had massage chairs that you put a dollar in.

Councilmember Cozzens moved to approve the resolution related to departmental use of
earned revenue adding the new language; second by Councilmember Rowley; vote as
follows:

AYE: 5

NAY: 0

ABSTAINED:__ 0

ADJOURN: Councilmember Rowley moved to adjourn and move in to the RDA
meeting at 7:10 p.m.; second by Councilmember Adar_ns; vote unanimmés_h_

“ Yanon gy

Renon Savage, MMC
City Recorder



EXHIBIT "a"
CITY COUNCIL - JANUARY 11, 2017

Wednesday, January 11, 2017

After listening to the Leisure Services presentation last night, I would like to make a
formal proposal for the Leisure Services Committee and the City Council to consider.

It appeared to me that basketball, soccer, and ice skating/hockey are important
sports to the community.

A lingering question has been whether to use the land north of the aquatic center for
a basketball facility or for an ice rink. The ice rink question hinged on whether it
would be a viable venture. After three years of solid activity, I believe that we can
answer that question in the affirmative.

But then the question arises, does it stay where it is, or does it move so that we can
build some basketball courts?

Last night, I received the answer to that question. Chris Hudson informed me that
there is room enough at the front of the aquatic center to build three indoor
basketball courts. Chris said it’s actually preferable to the ice rink site, because the
workers at the front desk can monitor the gym activity from where they sit.

I propose that we designate the front of the building (where the outdoor basketball
courts sit) as the site for a future gymnasium.

I propose that we consider a long-term lease for the ice rink site. There are private
entities at this point that are interested in investing enough money to turn this area
into a year-round destination site.

I propose that we designate the land east of the Lake on the Hills as a site for an
additional soccer field or fields.

Finally, I propose that we formally set up city-managed, sport-specific foundations
where interested citizens can donate their funds to build facilities that they want to
see built. They can donate to these funds with full confidence that all the money that
they raise will be specifically used to build the facilities of their choice.

It is my hope that these ideas can be implemented and in place for before May of this
year, to allow for necessary construction to take place during the summer.
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ﬁ Governor’s Office of Energy Development:
High Cost Infrastructure Tax Credit

7 Daniel Royal
Energy Infrastructure Incentives Manager

The Governor’s Office of Energy { )
Development (OED) cansens ot

» The Higsh Cost Infrastructure Tax Credit

» Purpose: The High Cost Infrastructure Tax Credit (HCITC) is an
incentive that supports investments in qualifying cost-intensive
infrastructure projects.The purpose of the program is to promote the
business expansion and natural resource development that is critical to
advancing Utah’s economy.

» The program is a tool that can be used to attract companies to Rural
Utah.

» Please note: HCITC cannot be used with EDTIE.

» The program offers another option for companies whose projects might

not fit within the EDITIF parameters.




High Cost Infrastructure OO

Tax Credit Program: Background

» Beginning in 2012 Sen. Okerlund and the GRPB began discussions about an
incentive that would be more tailored for projects in rural areas.

» Idea was for a non-refundable credit that would help offset the high cost of
infrastructure for projects proposed in transmission-constrained areas.

» Legislation first proposed in 2015 as SB 216; Sponsored by Sen. Okerlund

» Passed with last minute changes that added provision to encourage
expedited Tier 3 investments.

» Changes proposed in 2016 session; only minor administrative changes
made it into final bill.

» OED has created rules and procedures; program finally actionable this
month.

High Cost Infrastructure
Tax Credit Program: How it Works

» Standard eligibility

» Project types: New or expanding industrial, manufacturing, mining &
agricultural projects for which infrastructure costs represent >10% of
capital expenditure

» Qualifying infrastructure: road, rail, transmission, pipeline, water line

» Tax Credits: 30% of newly generated state revenue each year for 20
years or until 50% of infrastructure investments are recovered

» Refinery/Tier 3 eligibility

» Project types: Fuel standards compliance projects that transition fuel
products to Tier 3

» Qualifying infrastructure: Equipment necessary to achieve Tier 3

» Tax Credits: Up to 30% of state revenue each year for 20 years or until
30% of the infrastructure investments are recovered

1/17/2017
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High Cost Infrastructure O'O'®L

Tax Credit Program: Process

» Interested companies must submit a pre-application
» After OED acknowledges receipt of pre-application, the incentives manager will
review the pre-application no later than Friday of the week after it was
submitted.
» If all eligibility requirements appear to be satisfied, applicant will be invited
to submit an application.
» Program manager will review application, schedule follow-up calls/meetings as
necessary to vet and refine application.
» Once OED is confident all criteria are satisfied the project will be included
in the next UEIA Board Meeting for review.
» If Board confirms an incentive is warranted per OED’s recommendation,

OED will create an authorization letter acknowledging the award, and
commence work on a contract to govern the tax incentive.

High Cost Infrastructure
rization

» |f OED determines that all criteria have been met, it will recommend to the
Utah Energy Infrastructure Authority that the project warrants a credit
authorization

» Utah Energy Infrastructure Authority

» Has energy infrastructure bonding authority, and serves as review/approval
board for HCITC
» Determines which projects receive credits based on eligibility and state
benefits criteria; determines annual credit amount in case of Tier 3
projects
» Chaired by Governor's Energy Advisor, with make-up that reflects its
authorities and priorities:

» GOED; SITLA; utility representative; rural county commissioner; rural energy
industry representative; two members of public wirelevant experience; public
finance expert




High Cost Infrastructure
Tax Credit Program: Example #1

» ABCTurkey Farms, LLC, based in Piute County, received a contract from
Norbest to provide turkeys.

» Company must invest $5 million to build 10 new poultry houses.

» Of the $5 million, $2 million will be used to install a natural gas lines and
to upgrade power lines and associated facilities, e.g. substation.

» The expanded operation will have gross sales of $4,000,000 and
incremental new state revenue of $150,000 in each of the next 20 years.

» Tax credit would equal 30% on an annual basis ($45K) until it hits 20
years or receives credits totaling 50% ($1M) of the project’s
infrastructure costs.

» ABC would never realize the full $1M credit, maxing out at $900K
after twenty years.

. i
o, B

High Cost Infrastructure OO0

» ABC Mining L.L.C., based in Carbon County, is creating a wholly new gravel
mining venture in neighboring Emery County.

» The company must invest a total of $25,000,000 in order to get the mine
operating.

» Of the $25 million, $2 million will be used to build a |-mile road and $3
million will be used to build a | mile railroad spur to their facility, i.e. ~20% of
initial “capex.”

» The company anticipates gross sales of $12.5 million and new state revenue
of $750 thousand for each of the next 20 years.

» Tax credit would equal 30% on an annual basis ($225,000) until it hits 20 years
or receives credits totaling 50% ($2.5M) of the project’s aggregate
infrastructure costs.

» ABC Mining would realize the full $2.5M credit after twelve years, at which
time the credit period would end.

1/17/2017



High Cost Infrastructure

Tax Credit Program: Example #3 9

» ABC Oil, Inc., based in Davis County, is a crude oil refining facility that
produces 30,000 barrels per day.

» In order for its fuel to meet EPA's new Tier 3 gasoline standards, the
company must upgrade its hydrotreater at a cost of $50 million.

» The company has gross sales of $200 million and state revenue of $2.4
million for each of the next 20 years.

» The Board decides to award a 15% credit* ($360K) annually until it has
received tax credits totaling 30% of the Tier 3 infrastructure costs
($15M).

» * Annual credit could be up to 30% per year at the discretion of the
Board.

» ABC would never realize the full 30% of their infrastructure investment
either, maxing out at $7.2M after 20 years.

W

Governor’s Office of Energy Development:
High Cost Infrastructure Tax Credit

| Daniel Royal_

Energy Infrastructure Incentives Manager
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