Problem Assessment:

The City of Clayton, Missouri, is an inner ring suburb of the City of St. Louis, with a residential population of 15,935.  As the St. Louis County seat, it has a well-developed central business district which includes a number of government buildings, and it is home to three institutions of higher education:  Washington University, Fontbonne University and Concordia Seminary.  While this seems like an enviable mix, the community is only two and a half square miles large, 26% of which is tax exempt property.  Like most communities, Clayton relies on property taxes as one of its major funding sources.  Consequently, this amount of tax-exempt property, for which City services must still be provided, poses a real challenge.

The State of Missouri does not have any enabling legislation to compel tax-exempt institutions to make Payments in Lieu of Taxes (PILOT’s).  However, Clayton has had some marginal successes working with the educational institutions to provide supplemental funding for public safety services or for specific public improvements.  For example, although Washington University has resisted a PILOT fee payment for the portion of its campus within Clayton, the Clayton Fire Department was awarded a contract by the University to provide fire protection and ambulance services for the portion of the campus located in unincorporated St. Louis County.  This brings in about $175,000 of revenue per year, but obviously, is for an added level of services Clayton is not otherwise legally obligated to provide.  Therefore, this is a fee for services, not a true PILOT fee.  Fontbonne University, on the other hand, has made a voluntary PILOT fee payment to Clayton for a number of years, which has ranged from $2,000 to $10,000 annually.  And in 2007, both Washington and Fontbonne Universities agreed to help fund the cost of irrigating a landscaped boulevard median that passed in front of their properties.
Concordia Seminary, on the other hand, has been the only institution willing to enter into a formal agreement with the City regarding PILOT fee payments.  They were also paying the largest amount -- $16,395 per year -- despite the fact that their student enrollment and number of service calls did not suggest they produced the largest call volume.  Additionally, they had a standing arrangement to lease to the City a portion of their property for use as a community park, at a charge to the City of $1 per year.  This partnership worked well until the Seminary purchased additional property in Clayton and the City attempted to increase the amount of the PILOT fee payment accordingly.  At one point it appeared the Seminary would neither renew the existing PILOT fee agreement, nor allow continued usage of the park by the City, and the City had no authority to compel either.  Although some interim steps were taken to salvage the community partnership, it quickly became apparent that a more innovative approach needed to be taken to turn the situation into a “win” for both parties over the longer term.      
Program Implementation and Costs:

As the Seminary’s pilot fee payment had been previously tied to the City’s provision of public safety services, Clayton’s Fire Chief began conversations in 2007 with the Seminary’s Director of Campus Operations around forging a new PILOT fee agreement.  This time, the focus was not on increasing the dollar amount to be paid by the Seminary.  Rather, the focus was on finding a mechanism to add incentives for the Seminary to make improvements to its safety equipment/facilities, so the amount of City public safety services needed by the Seminary would be reduced.   This would also serve to make the Seminary campus a safer place for its faculty, students and other visitors.      
Concordia Seminary has a rich history, which began in 1839 in Perry County, Missouri.  The Seminary moved several times before locating its 72-acre campus in Clayton in 1926.  The age, number, size and location of buildings within the campus provide challenges from a public safety perspective.  Many of the buildings are on the National Register of Historic Places, and several of the dormitories remain pretty much as originally constructed.  The campus is also located on the far eastern part of the City limits, which requires a longer response time and the assistance from neighboring fire departments.  
To protect the occupants, the Fire Department had been strongly encouraging the Seminary to install automatic fire sprinklers in its buildings.  Retrofitting buildings for such installations is costly and difficult, especially in older structures where preserving the historic integrity is paramount.  Another recurring problem Concordia experienced was frequent false alarms due to a malfunctioning alarm system.  Of course, these alarm calls would require a full response from the Fire Department in case the threat was real.  

Negotiations with Concordia Seminary over the provisions of a new PILOT fee agreement were concluded in April 2008, and the new agreement was ratified by both parties in May of that year.  The major provisions included:
· The length of the agreement was for one year, with automatic renewals for up to four additional one-year extensions.

· There was an increase in the base annual fee from $16,395 to $30,000 in the first year, with a flat 5% escalator every year thereafter.
· A reduction in the base fee was allowed if the Seminary made improvements to its “life safety” equipment or systems.  Up to 20% of the expenditures could be credited toward the annual fee, up to a maximum of 50% of the annual fee amount, with the caveat that in no year would the base fee be reduced below $16,395.
· If 20% of expenditures for such improvements exceeded the 50% maximum in any one year, the excess amount could be applied to any future year fee remaining in the life of the agreement.

Tangible Results:


From the City’s perspective, this was a vastly superior agreement on a variety of levels than what existed in the past.  It was essentially for a term of five years, as opposed to one or two; the base amount was never less than what the City had been receiving; there was an automatic escalator clause; if the Seminary failed to complete any improvements to its public safety systems, the City would receive a larger PILOT fee; conversely, if the Seminary made improvements, they would by their nature improve the public’s safety, reduce Clayton fire or police protection services costs, and increase the level of safety for Clayton public safety personnel while responding.

For the Seminary, the allowable deduction provided an economic incentive for upgrading the life safety capabilities of its buildings.  This also reduced the number of false alarms and the corresponding violation fees, which had been as high as $4,900 one year.   For the first year of the agreement, Concordia Seminary accumulated close to $150,000 in expenses for the installation of a fire alarm and sprinkler system in Wartburg Hall (student union) and a new fire alarm system at Loeber Hall (guest housing, student mailbox).  In 2008, a sprinkler system was installed in Wyneken Hall (classrooms/faculty offices), and in 2009, a new fire alarm system was installed at Cotta Hall (married student residence).  In total to date, Concordia has accumulated $59,456 in “credits” to deduct from its annual PILOT fee payments to Clayton.  

And because of this work, fire response to the Seminary has been reduced significantly as shown by the chart below.  

	Year
	# of alarm responses
	 
	Year
	# of alarm responses

	2001
	12
	 
	2006
	8

	2002
	10
	 
	2007
	1

	2003
	8
	 
	2008
	3

	2004
	4
	 
	2009
	0

	2005
	7
	 
	 
	 



After this agreement was finalized, Concordia Seminary quickly renewed its park agreement with the City as well.  Recently, they have also indicated a willingness to discuss the possibility of leasing the City additional property for use as a dog park.  As land is a premium in Clayton, this willingness to share this resource is extremely valuable to the community at-large.   
Lessons Learned:
Through this process, several lessons became evident.  These included that:

· It is important to avoid the appearance of strong-arming a community partner.  It can seriously harm the relationship and undo years of cooperation.  

· A reasonable compromise may be better than no agreement at all.  By not reaching an agreement, you may lose more than just the immediate issue at hand.   
· Only looking at hard dollars can be short-sighted.  There are likely other ways to achieve the same end goals that are “win-win” for both parties, and that will provide additional tangible outcomes that are beneficial to the community.   
The new PILOT fee agreement allowed both entities to reach shared goals.  Concordia Seminary used funds to upgrade fire alarm systems and install fire sprinklers in many of the buildings on campus, improving the public’s safety.  In return, the Clayton Fire Department significantly decreased the number of runs to Concordia, resulting in lower operating costs and a savings of resources that could be better allocated to other endeavors throughout the community.  
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