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Harrisonville’s impending audit; a city loan hascitizens concerned
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The first phase of improvements to Highway 291 includes a new interchange over Interstate 49.

MAX LONDBERG — The Democrat Missourian

Part 1 in a series

• In a three-part series, The Democrat Missourian analyzes three city developments. The first part
looks at a loan made by the city to the Highway 291/71 transportation development district. The
second part will focus on the new police station, and the third will analyze the two development
centers given tax-increment financing.

In June, more than 600 Harrisonville residents signed a petition for a state audit of the city’s finances. It
took about a month to collect the signatures, and a few more weeks for an additional 240 signatures.

With auditors from the state office due to arrive in early 2016, the Democrat analyzes three issues that
concern audit signers, based on multiple interviews: the new police station, a city loan to the Missouri 291
transportation development district (TDD) and two tax-increment financing (TIF) districts in Harrisonville.

Les Unruh, a Harrisonville resident who volunteered in the audit petition signature drive, said he was
surprised by how quickly he and others raised the necessary signatures.

“We didn’t have to try to sell the issue. We didn’t have to present our point for the need for it,” Unruh said.
“We just presented the fact that it was an audit not only (to) finances but conduct of the city, and that it
hadn’t been done for a considerable length of time.”

Motivations for signing the petition depend on the person, but one of the three aforementioned issues
arose during every conversations with elected officials and citizens who signed the audit petition.

Loan to Highway 71/291 TDD

Earlier this year, the Board of Aldermen voted to loan money to the Highway 71/291 Transportation
Development District. The money diverted a delay to improvements to construction on M-291.

A transportation development district, TDD, is a tool used to finance transportation-related projects by
increasing sales tax by 1 percent in businesses in the district. The district is then reimbursed for projects
with revenue from the increased sales tax.

The city pledged at most $1.5 million to the 71/291 TDD to contribute to construction of the new
interchange as well as improvements to Highway 291. Five aldermen supported the pledge. Two,
Aldermen Morris Coburn and David Dickerson, rejected it.

The 71/291 TDD didn’t have the funds or the collateral to seek a loan to pay for construction and right-of-
way acquisition deposits for the second phase of improvements. Nor could it pay for all construction-related
overruns for Phase 1, which includes the interchange.

Had there been a delay in the project, state funding would have expired, according to Jay Shick, the
chairman of the board and executive director of the TDD.

“The city committed to loaning $1.5 million so that we can immediately start work on second (phase) of 291
project. Without that we would’ve had to wait several years and lost half of state funding,” Shick said.

The money, according to interim City Administrator Mike Tholen, came from three funds: electric,
combined water and sewer services, and the general fund.

The maximum funds pledged to the project from the three funds are $425,000 from electric, $866,000 from
CWSS (combined water and sewer services) and $209,000 from the general fund.

But Mayor Brian Hasek believes money should not be loaned from utility funds to pay for other projects.



“I’m writing to the auditor for more clarification, but it’s my understanding that it’s illegal to use enterprise
funds, which is what those are, for anything besides enterprise (projects),” Hasek said. “The reserve funds
in combined water and sewer are for water and sewer. You don’t take that money and go pay for streets
with it.”

Steve Mauer, Harrisonville’s attorney, said it is illegal to use enterprise funds on non-enterprise projects.

But the city didn’t spend money on the improvements at Missouri 291; it loaned the money to the TDD for
use on the project. And the agreement stipulates the TDD pays back the city with 6 percent interest.

Mauer added oftentimes, cities pay for sewer and water line relocations during a major construction project
such as this one. But as part of the agreement between the TDD and Harrisonville, the TDD is covering
those costs.

“So what the city did was, it basically advanced money to the TDD to cover those expenses, but this way
the city is going to get reimbursed (6 percent interest) as opposed to just paying the money, which would
have cost far more,” Mauer said.

Unruh also disagrees with loaning city funds to the TDD.

“Those funds, instead of being expended, were put in the utility reserves, so if ever there were a disaster
or serious problem with utility infrastructure, there would be funds to take care of repairing that,” Unruh
said.

Unruh and Hasek cited emergency repair needed at the digester at the city’s wastewater treatment plant.
Early repair estimates range from $500,000 to $1 million.

“We could’ve loaned money to the (digester) project — the money going to the 291 project would pay for
repairs, so it makes us that much more short in the CWSS fund, (and) we might have to take on debt to fix
that digester,” Hasek said.

Interim City Administrator Mike Tholen, though, called the loan an investment.

He added the maximum city funds to be loaned will not exceed $1.5 million, but $1.2 million is a more
accurate estimate of funds loaned.

“We’re happy about that,” Tholen said.

Still, Hasek raised concerns that the contract does not stipulate any repayment guidelines.

“They’re supposed to pay us back as they have excess funds, but there’s no set amount they have to pay
each year, and there’s no deadline,” Hasek said.

Tholen agreed, to an extent.

“These (loans) are backed by, ‘If we have the money, we’ll pay you in the future,” Tholen said, but he
added a lack of funds from the TDD likely won’t be a problem because businesses there are established.

“The district is in place, there are businesses there, and it’s been performing for years,” Tholen said. “It’s
not, ‘If we build this interchange, we hope they’re going to build these stores here.’ We already have a
good variety of retail development and a good history of steady payments of growth there.”

Shick also addressed the TDD’s performance. He said the TDD’s projected income growth doubled in
2015. The TDD had projected 1 percent growth in 2015, but Shick said the district achieved 2 percent in
2015.

“Even though the city is covering those change orders now, we’re going to be paying that back,” he said.

Former mayor Kevin Wood said in a work session early this year, before the Board of Aldermen approved



the $1.5 million loan in February: “The only way they wouldn’t be able pay (the loan) is if Wal-Mart goes out
of business or moves out of the district. Obviously, I don’t think Wal-Mart is going to go broke.”
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Join The Conversation
Cass County Democrat Missourian is pleased to provide this opportunity to share information, experiences
and observations about what's in the news. Some of the comments may be reprinted elsewhere in the site
or in the newspaper. We encourage lively, open debate on the issues of the day, and ask that you refrain
from profanity, hate speech, personal comments and remarks that are off point. Thank you for taking the
time to offer your thoughts.
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