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Department of Economic Development

Jeremiah W. (Jay) Nixon Mike Downing, CEcD
Governor Acting Director

December9, 2013

Mr. Greg Chapdelaine

The Boeing Company

25-20 Building, Mailcode 21-00
1901 Oakesdale Avenue SW
Renton, WA 98057

Dear Mr. Chapdelaine:

| am pleased to present you with a state incentive proposal for The Boeing Company 777X — Scenario 1 (Complete
Project). We are excited about the possibilities the Company has for Missouri and we look forward to continued
discussions about expanding the business in St. Louis.

Missouri’s business climate is one of the best in the country. A study prepared by Ernst & Young in conjunction
with the Council on State Taxation rates Missouri as 9 lowest in total state and local business taxes as a percent
of private-sector economic activity. In addition, the Tax Foundation conducted a study focused on establishing
2013 state business tax climate index ranks and component tax ranks and found that Missouri ranked 7" lowest
in corporate taxes.

The state incentives, which are discussed in this letter, have been designed based on the following assumptions,
as we understand the project. The project involves the expansion of a manufacturing facility with 7,250 new full-
time, permanent jobs created at the facility within 6 years. All of the new jobs would be employees of the
Company, none of which are being relocated from other operations of the Company or a related company
elsewhere in Missouri. The average starting wage of the new jobs is $80,000 annually. The real and personal
property investment is estimated at $8,500,000,000.

This proposal assumes that the assumptions shown are substantially correct, and that based on the limited
information provided the civilian and military facilities would not technically be considered related facilities as
that term is defined by Missouri statutes. While the DED is confident in relying on these assumptions, any
substantial alteration in these assumptions has the potential of affecting the amounts or eligibility indicated. We
are pleased to support the Company in the development of its project and offer the following assistance:

e  Missouri BUILD Program: The Department of Economic Development will recommend to the Missouri
Development Finance Board (MDFB) that a multi-series bond issue of $116,617,800 for 2017, $116,617,800 for
2019, and $116,617,800 for 2021 be approved, which would provide approximately $502,812,857 in tax credits
over the term of the bonds (15 years, est. 5.0% for each bond issue) to be used to finance public or private
infrastructure to support the project, or new capital improvements of the business at the project location.
MDFB typically will agree with DED’s recommendation; however, they are not legally bound to do so. MDFB
must give at least preliminary approval of the BUILD Bond incentive before the company announces its intent to
proceed with the project. The final amount will be subject to the submission of an application. For the purposes
of the BUILD program, the base number is established at the number of employees the company has of the
date of the proposal.

e Mega Works: This program provides significant state incentives for eligible companies creating new jobs in
Missouri. The incentives are refundable/sellable state tax credits. The formula, based on the payroll of new
jobs, provides an estimate of $353,957,484 in benefits to the Company over a period of 11 years, provided
that the Company signs and submits an agreement reflecting these terms, as well as submits and DED
approves a Notice of Intent prior to the creation of the first job. The Company has 2 years from the approval
of the Notice of Intent to hire at least 100 new jobs, as well as meet the other eligibility criteria.
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Missouri Works Training: This program provides New Jobs Training funding to meet the specific needs of the
industry. The estimated amount of $34,541,304 is potentially available for the reimbursement of eligible
company-specific training costs. The funding is based on the Company creating 7,250 eligible full-time,
permanent jobs, paying an overall average wage of $80,000 per year. Based on hiring schedule, multiple
projects may be required. Please be advised that reductions in the average wage or rumber of eligible jobs
created will reduce this training estimate. The Company will work with St. Louis Community College to
identify eligible training costs and must submit a training notice of intent to the Division of Workforce
Development before creating jobs or incurring training costs for the project.

Recruitment Assistance: Missouri Works Training offers personalized recruitment assistance to help
businesses meet their labor needs. A dedicated Workforce Coordinator is assigned to help Boeing access
assistance with recruiting, screening and hiring potential employees at no cost to the business. The
Workforce Coordinators provide one-on-one service to connect companies with Missouri Career Centers and
their professional staff that assist with writing effective job listings, advertising the job opportunities on
jobs.mo.gov, accepting applications on the employers behalf, pre-screening of applicants based on specific
hiring criteria, and assessing applicants on their skills and abilities with aptitude tests in several areas
including math and reading. Workforce Coordinators add the personal touch in customer service and
customize recruitment efforts specific to each company’s needs. By creating a total of 7,250 new jobsin 6
years, your business could realize up to $1,500,000 in recruitment and screening savings.

State Supplemental Tax Increment Financing (State TIF): The Department of Economic Development will
include an annual appropriation request to the General Assembly for a term of 23 years for a benefit to be
paid to the project under the State Tax Increment Financing program. This proposal offers an amount up to
$400,899,557. The beriefit is derived from 100% of 50% of the actual annual incremental new portion of the
State general revenue withholding taxes collected from new employees who work in the redevelopment
project area. The incremental new portion of withholding taxes is that amount generated by the
redevelopment activities exceeding any amount collected in the “baseline year”. As the state collects the
withholding tax from the redevelopment area, 50% is returned to offset project costs. The schedule of
estimated annual increment payments is attached.

The State Supplemental Tax Increment Financing Program is designed to complement a local tax increment
financing project to facilitate the redevelopment of blighted areas by providing essential infrastructure and
improvements. The state funds generated may be used to pay reasonable or necessary costs incurred or
estimated to be incurred and any such costs incidental to a redevelopment plan or redevelopment projects,
as applicable. Such costs include, but are not limited to project costs including surveys, plans .and
specifications, property assembly, rehabilitation, repair or remodeling of existing buildings, public works or
improvements, and financing costs.

Sales Tax Exemption for Chapter 100 Projects: Certain depreciable assets purchased with Chapter 100
bonds and used directly in the purchase, construction, extension or improvement of the project may be
exempt from state sales tax. Assuming qualifying purchases of up to the maximum of $50,000,000, the sales
tax exemption would be up to $2,112,500 in state tax savings. This amount may be subject to reduction
based upon DED’s review and certification of eligible purchases. The Chapter 100 sales tax exemption
application, including a detailed listing of proposed purchases, must be submitted to DED prior to the
issuance of the bonds. DED must certify the exemption prior to the purchase of any of the personal property.
The net state impact must be positive, including all programs proposed for the project.

Sales Tax Exemption for Building Materials: Building materials financed with Chapter 100 bonds used
directly in the construction process may be exempt from state sales tax based upon city approval. Based
upon the new facility’s tota) cost of up to $4,000,000,000, it is assumed that 40% (or $1,600,000,000) will be
for building materials; therefore the sales tax exemption would be up to $67,600,000 in state tax savings.
Administered by the Department of Revenue, the form is available on their web site at

httg:[(www.dor.mo.gov(tax[business[sales(forms(.

Sales/Use Tax Exemption: Machinery and equipment used to establish a new, or expand an existing
manufacturing facility is tax-exempt, provided such machinery/equipment is used directly to manufacture a
product ultimately intended for sale. Assuming qualifying purchases of up to the maximum of
$3,000,000,000, the sales tax exemption would be up to $126,750,000 in state tax savings.
The Department of Revenue oversees the actual exemption. The form may be found on their website at

http://dor.mo.gov/forms/149.pdf.
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* Energy Exemption: As of August 28, 2007, the State of Missouri allows manufacturers an exemption

on energy purchases. These items may be exempted from state tax (4.225%) and local use tax, but not local
sales tax. The criteria for the exemption includes:

¢ used or consumed in the manufacturing, processing, compounding, mining, or producing of any

product; or

e used or consumed in the processing of recovered materials; or

e used or consumed in research and development related to manufacturing, processing,

" compounding, mining, or producing any product.
Estimate: For utility costs of $153,188,166 over 23 years, the tax savings under the Energy Exemption would
be up to $6,472,200. The Department of Revenue oversees the actual exemption. The form may be found

on their website at http://dor.mo.gov/forms/149.pdf.

Details of these programs and other requirements can be found in the pages following this letter. Effective
August 28, 2005 state tax credit programs are subject to an administrative fee of 2.5% of the amount issued.

State or local agencies are prohibited from providing benefits to companies that knowingly employ illegal
workers. Pursuant to Section 285.530, RSMo., employers receiving such benefits must be enrolled in a federal
work authorization program. Therefore, when making application for any state benefit program, companies are
required to enroll in E-Verify, currently a free service, designed to provide employment status information on
workers to determine eligibility of job applicants for employment. Employers are also required to certify
enrollment in E-Verify on the program application and to provide documentation of such enrollment. For more
information regarding E-Verify, visit their web site at https://e-verify.uscis.gov/enroll/.

To proceed with our efforts to expedite support for this project, the following stipulations shall apply:

e This letter will expire if not accepted by the Company and returned to the project manager by March 9, 2014.
The acceptance must be in the form of a signature on this letter in the space provided below. In instances
where more than one program is proposed, the acceptance must indicate which program(s) are desired. This
deadline is necessary due to limited funding availability and the demand from other projects.

¢ Inaddition to the assumptions noted above, the assistance outlined in this letter assumes compliance with all
applicable program requirements and successful completion of the DED due diligence process.

e Once accepted, DED and the Company will diligently work toward the implementation of necessary
applications and other documents to execute the accepted incentives herein described.

e The contents of this letter shall not be disclosed to other parties, other than legal or other advisors of the
Company, who also may not disclose such information except as required by Missouri law.

We are very excited about working with you as a partner in the business’ economic success. We feel strongly that
Missouri is the best place for the Company’s future growth and hope this is just the beginning of a long and
successful relationship.

Please do not hesitate to contact me at 573-751-5799 if | can provide any further assistance.
Sincerely,
Pke ﬁwm'fy

Mike Downing, CEcD
Acting Director
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Acceptance to Terms
I understand that signing this acceptance to the terms of the praoposals is not an application for the program(s) ‘
listed in this proposal. It is the Company’s responsibility to submit the required application and receive approval

before jobs are created or investment is made to qualify for program benefits.

Company: __The Boeing Company 777X — Scenario 1 (Complete Project) _ Project #: 1312003

Program(s) Accepted:

By: . Title: Date:







