Policy Committee

|

THE ECONCMIC DEVELOPMENT CORPORATION FOR ERIE COUNTY

January 3, 2019
8:30 am
95 Perry Street, 51" Floor Conference Room
Buffalo, NY 14203

Call Meeting to Order

Approval of the December 6, 2018 Policy Committee Minutes (Pages 2-4)
Project Matrix (Page 5)

Unifrax Employment Discussion (Pages 6-15)

Adjournment — Next Meeting February 7, 2019 at 9:00 a.m.



Draft
Subject to Committee Approval

MINUTES OF A MEETING OF THE
POLICY COMMITTEE OF THE
ERIE COUNTY INDUSTRIAL DEVELOPMENT AGENCY

MEETING: December 6, 2018, at Erie County Industrial Development Agency,
95 Perry Street, 5% Floor Conference Room, Buffalo, New York

PRESENT: Rev. Mark E. Blue, Hon. William J. Krebs, Richard Lipsitz, Jr.,
Brenda W. McDuffie, Hon. Glenn R. Nellis, Laura Smith, David J.
State and Maria Whyte

ABSENT: Hon. April Baskin, Hon. Byron W. Brown, Hon. Johanna Coleman,

Mr. Richard Cummings, Colleen DiPirro and John J. Mudie

OTHERS PRESENT: Steve Weathers, Chief Executive Officer; John Cappellino, Executive
Vice President; Karen M. Fiala, Assistant Treasurer; and Robert G.
Murray, Secretary

There being a quorum present at 8:53 a.m., Mr. Lipsitz called the meeting of the Policy
Committee to order.

MINUTES

The minutes of the November 1, 2018 Policy Committee meeting were presented. Upon
motion made by Ms. McDuffie, and seconded by Ms. Whyte, the aforementioned Policy
Committee meeting minutes were unanimously approved.

PROJECT MATRIX

Mr. Lipsitz reviewed the Agency’s project matrix and directed that the report be received
and filed.

UNPAID TAX PROCEDURES

Mr. Cappellino reviewed the current process that Agency staff follows to implement the
Agency’s unpaid real property tax certification policy. Mr. Cappellino confirmed that prior to
submitting applications, applicants are required to sign a certification stating that neither the
owners of the company nor the company and its affiliates have any unpaid real property taxes on
any properties located within Erie County. When applications are received, Agency staff
requests that the Erie County Tax Department perform a search on the applicant and the property
address to ensure that taxes are current. Staff also conducts a search on the Erie County’s real
property website to determine if there are any outstanding taxes.
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Going forward, Agency staff has proposed to revise its procedures by amending the
Agency’s application for financial assistance to include a section requiring applicants to list all
Erie County properties in which the applicant holds at least a 25% ownership interest and
thereafter staff will request the Erie County Tax Department to perform a search on the applicant
and on those property addresses to confirm if taxes are current. In addition, prior to the project’s
closing date, Agency staff will perform an additional search on the Erie County tax website to
ensure that no outstanding tax events have occurred between approval and closing. In addition,
staff will require that all clients that have active PILOT Agreements be required to annually re-
certify that all taxes are current. Staff has indicated the certificate will be included within the
fourth quarter employment surveys that are provided to all recipients of financial assistance and
this new change will be implemented in the 2018 fourth quarter survey. General discussion
ensued and committee members requested that up to a 60-day cure period be incorporated, in the
event an unpaid tax issue arises to allow the company to cure the issue prior to triggering the
recapture policy.

Ms. Whyte then moved and Ms. McDuffie seconded to approve of the new procedures,
with the inclusion of a 60-day cure period, with respect to monitoring and enforcing the
Agency’s unpaid real property tax policy. Mr. Lipsitz called for the vote and the resolution was
unanimously approved.

UNIFRAX EMPLOYMENT DISCUSSION

Mr. Cappellino noted that in August 2014 the Agency approved of a sales tax and PILOT
abatement benefit to assist Unifrax in the expansion of its facility at Fire Tower Drive in the
Town of Tonawanda. As part of the material terms approved by the Board, Unifrax was required
to retain 268 employees and create an additional 21 positions by June 30, 2018. Accordingly,
Unifrax was required to have 289 employees as of June 30, 2018. As of September 30, 2018,
Unifrax was compliant with all employment retention and job creation requirements by reporting
323 employees. Representatives from Unifrax contacted the Agency in late September to
indicate they would be announcing permanent layoffs at the Fire Tower facility, and on
October 12, 2018, Unifrax announced the permanent layoffs of approximately 45 employees.
Unifrax is now reporting a total of 257 employees at the Fire Tower location, which is
32 employees short of its employment requirements.

Mr. Cappellino noted that Unifrax has two other locations in Erie County, at 95 Pirson
Parkway and at the corporate headquarters at 600 Riverwalk Parkway, both in the Town of
Tonawanda. Mr. Cappellino noted that the 95 Pirson Parkway project is subject to a continuing
incentive on that facility but noted both facilities have employment which is not part of the
numbers for the Fire Tower complex as described above.

Mr. Cappellino noted several recapture options were discussed by staff and the staff has
initially concluded by making two recommendations as follows: Option 1: Effectively suspend
Unifrax PILOT program until it meets its employment requirements - Unifrax would pay full
taxes until it reached its goal of 289 employees; Option 2: Increase Unifrax’s PILOT payment
amount based on the percentage that Unifrax is out of compliance with its employee headcount
requirement. Under Option 2, because Unifrax current employee headcount number represents
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an 11% shortfall, the Agency would require Unifrax to pay an additional 11% above its 2019
PILOT amount for County, Town and School PILOT payments.

General discussion ensued. Ms. Whyte expressed support for the second option, noting
that this seems consistent with past practices. Ms. McDuffie questioned whether the solution
implemented for the FedEx project could be applied here where employee headcount at all
facilities is combined as a way of showing the company is maintaining its job commitments. Mr.
Cappellino responded that in this case, even if combined, the employee headcount would still be
below the overall job requirement number. Discussion continued and Ms. Smith presented a
third option that would allow a watch period to be implemented until 2019 and if by the end of
2019, the company is not at its required employment number, then the PILOT could be
retroactively amended to recapture PILOT benefits and in this way, the company would be
encouraged to create new jobs.

Mr. Krebs stated that Option 2 seems reasonable and noted in the company’s
correspondence to the Agency that the company states that it will exceed its job requirements
when job numbers at both the Fire Tower and Pirson locations are considered by the third quarter
of 2019.

Mr. Lipsitz suggested that Option 2 is rational and related to the current project and did
not express support for combining employment numbers at various facilities.

Ms. McDuffie then expressed her support for Option 2.

Ms. Whyte requested that the item be tabled until the next Policy Committee meeting
whereat the company will be asked to attend so that more information could be gathered.

Ms. Smith asked if the “do nothing and monitor option with retroactive recapture” could
be considered.

Mr. Lipsitz stated his concern that the Policy Committee is making this too complicated
but did determine to table the matter and invite the company to attend the Policy Committee’s
January 2019 meeting, and to continue the discussion thereafter.

There being no further business to discuss, Mr. Lipsitz adjourned the meeting at
10:09 a.m.

Dated: December 6, 2018

Robert G. Murray, Secretary
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Steve Weathers

Chief Executive Officer

Erie County Industrial Development Agency
95 Perry Street, Suite 403

Buffalo, New York 14203

Re: Reorganization in Tonawanda Operations
Dear Mr. Weathers:

As disclosed during Unifrax’s meeting with Supervisor Joe
Emminger and Mr. Cappellino on October 11" and further
discussed with you during our meeting at Unifrax CHQ on
November 7th, Unifrax has reorganized personnel and
operations at our 360 Firetower Drive facility. These changes
occurred on Friday, Oct 12" which resulted in the net reduction
of 39 positions. This change was necessitated by some global
demand shifts in our Thermal Management products produced at
the Firetower Drive location.

Unifrax is firmly committed to its manufacturing and support
operations in the Town of Tonawanda. Even after this
reorganization, Unifrax still employs 274 full time employees at
the Firetower Drive facility, and over 400 employees in Erie
County. Unifrax has invested nearly $100 million at our
production facilities and global headquarters within the last six



years which includes most recently our first production line at
the new Pirson Parkway facility that opened earlier this year.
Moreover, we are in the process of investing an additional
$30M+ to commence a second production line at the Pirson
facility creating additional jobs. Both of these lines were
initially planned for locations in Europe with the ECIDA
incentives granted being integral in the decision to locate the
lines here in Tonawanda, NY.

Given the challenges at our Firetower Drive facility, Unifrax
decided to forgo applying for any ECIDA incentives for this
additional Pirson Parkway production line investment and
associated job creation. While current total jobs are short of our
ECIDA commitments at the Firetower Drive location due to the
aforementioned challenges, headcount totals will exceed total
ECIDA commitments at an aggregate level by Q3 2019 when
considering the Firetower and Pirson locations in total.
Therefore, we ask to keep incentives granted to date fully intact
as they are vital to retaining jobs and continuing investment
locally.

We look forward to attending an upcoming ECIDA Policy

Committee meeting to discuss further.

Sincerely,

ohn Dandolph
Chief Executive Officer
Unifrax ILLC



THE ECONOMIC DEVECPMENT CORPORATION FOR ERIE COUNTY

To: ECIDA Policy Committee
Date: December 6, 2018
Re: Unifrax Recapture Options

Background

In August 2014, the ECIDA Board approved a sales and PILOT tax benefit to assist Unifrax in the construction of
a 40,230-foot manufacturing facility. Unifrax invested approx. $33,000,000 in the new facility located at 360
Firetower Drive in the Town of Tonawanda. As part of the material terms approved by the Board, Unifrax was
required to retain 268 employees and create an additional 21 positions by June 30, 2018 (two years after project
completion). Accordingly, Unifrax was required to have 289 employees as of June 30, 2018.

Unifrax received a sales tax benefit from 11/6/14 to 6/30/16. Unifrax’s PILOT program runs from 2016-2025 for
school taxes and the county and town PILOT programs run from 2017-2026.

As of September 30, 2018, Unifrax was compliant with all employment retention and job creation requirements
reporting 323 employees. Representatives from Unifrax contacted the agency in late September to indicate that
they would be announcing permanent layoffs at the Firetower facility. On October 12, 2018, Unifrax reported the
permanent layoff of approximately 45 employees.

Unifrax is now reporting a total of 257 employees at the Firetower location, which is 32 employees short of its
employment requirements. In September 2018, the ECIDA Board approved a two-tiered retention goal of 90 or 95
percent (depending on the number of employees a company has), however, the new policy does not apply to
permanently laid off employees.

Unifrax has two other locations in Erie County, 95 Pirson Parkway and the Corporate Headquarters located at 600
Riverwalk Parkway, both in the Town of Tonawanda. The ECIDA does have a continuing incentive on the
facility located at Pirson Parkway. Both facilities have employment which is not part of the numbers for the
Firetower complex as indicated below.

(as of 10/12/18)
95 Pirson Parkway 27 FTE
600 Riverwalk Parkway 117 FTE

95 Perry Street, Suite 403 » Buffalo, New York 14203 » ph. 716.856.6525 « fx. 716.856.6754 » www.ecidany.com



THE ECONOMIC DEVELOPMENT CORPORATION FOR ERIE COUNTY

Recapture Options
Recapture options for discussion with the Policy Committee.

Option #1 — Effectively suspend Unifrax’s PILOT program until it meets the employment requirements. Unifrax
would pay full taxes until it reached its goal of 289 employees.

Example based on Current PILOT and Tax Rates Example

Full Tax Payment $ 49,621
Current PILOT Payment $ 5,892
Net (additional amount) $ 43,729

Option #2- Increase Unifrax’s PILOT amounts based on the percentage that Unifrax is out of compliance.
Unifrax was required to have 289 employees and it presently has 257 employees representing an 11 percent
shortfall in overall employment requirement. The ECIDA would require Unifrax to pay an additional 11 percent

above its 2019 PILOT amounts for the county, town, and school.

Example based on Current PILOT and Tax Rates, 11% increase

Full Tax Payment $ 49,621
Current PILOT Payment $ 5,892
11% Increase (additional amount) $ $5,344

95 Perry Street, Suite 403 « Buffalo, New York 14203 « ph. 716.856.6525 » fx. 716.856.6754 « www.ecidany.com
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Unifrax 1, LLC
$33,000,000
INDUCEMENT RESOLUTION

Project Title: Unifrax 1, LLC

) Up fo $130 QQQ in mortgage Project Address: 360 Firetower Drive
~ recording tax savings Tonawanda, New York 14150
(Kenmore-TTN UFSD)

NAICS: 327993

Agency Request

A sales tax, mortgage recording tax and real property tax abatement in connection with the acquisition of currently leased facilities
and the construction of a 41,000 sq. ft. facility along with the acquisition and installation of machinery and equipment.

Building Acquisition $ 9,550,000
New Construction 3,200,000
Infrastructure 2,450,000
Manufacturing Equipment 17,000,000
Non-Manufacturing Equipment 500,000
Soft Costs 300,000
Total Project Cost $33,000,000
85% $28,050,000
Estimated Mortgage $13,000,000
Company Description

Unifrax is a manufacturer of high-temperature insulation products. Unifrax fiber products are used to solve application problems in
the ferrous and non-ferrous metals, industrial chemicals, petroleum products, power generation, ceramic, glass, automotive, fire pro-
tection, aerospace, appliance and other industries.

With corporate headquarters in Tonawanda, Unifrax has three U.S. manufacturing facilities—Tonawanda and Sanborn, New York
and New Carlisle, Indiana.

Unifrax acquired three leading North American vacuum forming businesses in 2011, with manufacturing facilities in Ohio and which
specializes in the development, manufacture and sale of fiber-based value add shapes.

The company employs more than 1,600 people worldwide with 28 manufacturing facilities and various regional and sales locations
in the US, Europe, Asia, South Africa and Latin America.

Project Description

Unifrax currently leases its manufacturing, warehouse and office facilities at 300/333/and 360 Firetower Drive and owns outright
the adjacent warehouse building at 330 Firetower. They have a contract to purchase 300 Firetower and are in negotiations to
purchase the remaining two buildings. In total the company either leases or owns aver 250,000 sq. ft. in the Town.

11/6/2018 2:52 PM
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Unifrax 1, LLC

The current project includes the construction of a 40,230 sq. ft. building which will connect the current manufacturing plant with
the warehouse. The additional space being used for manufacturing.

The Town of Tonawanda was instrumental in advancing the project providing much needed acreage by abandoning a Town-owned
cul-de-sac which was key to this expansion project.

Project Benefits

The project will generate approximately $200,000 of revenue to the local taxing jurisdictions over the abatement period
representing $26,000 to the County of Erie, $73,000 to the Town of Tonawanda and $100,000 to the Kenmore-TTN UFSD. The
project is anticipated to retain 95 jobs and create an additional 25 new jobs.

Employment

Total of Current and projected Jobs
Current New Jobs Projected 2 Years after Project Completion
268 25 293

Current Jobs to be Retained by Project
95

Project Incentives
*  Approximately $745,000 in real property tax savings
®  Approximately $398,000 in sales tax savings

¢  Approximately $130,000 in mortgage recording tax savings

PILOT Table
%payment | Est. County Est. Town Est. School Full Taxes with- | Net Exemp-
Year under PILOT PILOT PILOT PILOT Est. Total PILOT out PILOT tion

1 10% 51,225 $3,470 54,745 $9,440 $94,380 584,940

2 10% $1,225 $3,470 54,745 $9,440 $94,380 584,940

3 10% $1,225 $3,470 54,745 $9,440 $94,380 $84,940

4 20% $2,447 56,938 $9,490 $18,875 $94,380 $75,505

5 20% $2,447 $6,938 $9,490 $18,875 $94,380 $75,505

6 20% $2,447 $6,938 $9,490 $18,875 $94,380 $75,505

7 30% $3,670 $10,400 $14,230 $28,300 $94,380 $66,080

8 30% $3,670 $10,400 $14,230 $28,300 594,380 $66,080

9 30% $3,670 $10,400 $14,230 $28,300 $94,380 $66,080
10 30% $3,670 $10,400 $14,230 $28,300 $94,380 $66,080
TOTAL $25,696 $72,824 $99,625 $198,145 $943,800 $745,655

PAYMENTS
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Unifrax 1, LLC

Draft Recapture Material Terms

Condition Term Recapture Provision
Total Investment At project completion Investment amount equal to or greater than 85% of project
amount

Total Project Amount = $33,000,000
85% of total project amount = $28,050,000

Employment See Recapture Period Maintain 100% of base (268) an 85% of projected jobs
Projected Jobs (25) =289
85%: 21

Total Jobs: 289

Local Labor Construction Period Adberence to policy including quarterly reporting

Recapture Period Coincides with 10-Year PILOT | Recapture of State and Local Sales Taxes, mortgage record-
term ing tax and real property tax

Recapture applies to:

e State and local sales taxes
¢ Mortgage recording tax
e Real property tax

Pursuant to Section 875 of New York General Municipal Law, the agency may recover or recapture from the company
any state sales and use tax exemption benefits taken by the company that are in violation of the GML.

In addition, it is the recommendation of the ECIDA’s Policy Committee to recapture the local portion of the sales tax,
mortgage recording taxes and real property taxes.

At completion of project company must certify i) total investment amount equal to or greater than 85% of amount
proposed ii) confirm that company will maintain base employment of 268 and hire an additional 21 iii) confirm
adherence to ECCIDA local labor hiring policy.

Project History
7/31/14 Public Hearing held. Transcript attached
8/19/14 Inducement Resolution presented to Board of Directors authorizing adoption of a Negative Declaration
in accordance with SEQRA.
8/19/14 Lease/Leaseback inducement Resolution presented to the Board of Directors.
Company History
1988 $4,250,000 Project Closed
1996 $6,539,300 Project Closed
2000 $2,200,000 Project Closed
2002 $86,000 New York State Environmental Management Investment Grant
2011 $3,035,000 Project Closed
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