Chapter 353 Tax Abatement

Purpose
“Chapter 353 Tax Abatement” is an incentive that can be utilized by cities to encourage the
redevelopment of blighted areas by providing real property tax abatement and eminent domain.

Authorization
Chapter 353 of the Revised Statutes of Missouri (the “Urban Redevelopment Corporation Law”).

How The Program Works

Tax abatement is available for a period of 25 years, which period begins to run when the Urban
Redevelopment Corporation takes title to the property. During the first 10 years, the property is
not subject to real property taxes except in the amount of real property taxes assessed on the
land, exclusive of improvements, during the calendar year preceding the calendar year during
which the Urban Redevelopment Corporation acquired title to the real property. 353.110.1,
RSMao. If the property was tax exempt during such preceding calendar year then the county
assessor is required to assess the land, exclusive of improvements, immediately after the urban
redevelopment corporation takes title. During the next 15 years, the real property may be
assessed up to 50% of its true value. 353.110.2, RSMo. This means that the city may approve a
development plan, which provides full tax abatement for 25 years.

Payments in lieu of taxes (PILOTS) may be imposed on the urban redevelopment corporation by
contract with the city. PILOTS are paid on an annual basis to replace all or part of the real estate
taxes, which are abated. The PILOTS must be allocated to each taxing district according to their
proportionate share of ad valorem property taxes. 353.110.4, RSMo.

Eligible Areas

Tax abatement under the Urban Redevelopment Corporations Law is only extended to real
property that has been found to be a “blighted area” by the city. For purpose of 353 tax
abatement the term “blighted area” is defined as:

That portion of the city within which the legislative authority of such city determines that by
reason of age, obsolescence, inadequate or outmoded design or physical deterioration, have
become economic and social liabilities, and such conditions are conducive to ill health,
transmission of disease, crime or inability to pay reasonable taxes. 353.020 (2), RSMo.

Real Property may be property found to be blighted even though it contains improvements,
which by themselves do not constitute blight. (Maryland Plaza Redevelopment Corporation v.
Greenberg, 594S.W.2d 284 (1979).) Tax abatement may also be extended to a tract of real
property, which by itself does not meet the definition of a blighted area if such tract is necessary
to the redevelopment project and the area on the whole constitutes a blighted area. (Parking
systems, Inc. v. Kansas City Downtown Redevelopment Corporation, 518 S.W.2d 1191974).

Eligible Applicants

Tax abatement is only available to for-profit “urban redevelopment corporations” organized
pursuant to the Urban Redevelopment Corporations Law. The articles of association of urban
redevelopment corporations must be prepared in accordance with the general corporations laws
of Missouri and must contain certain items set forth in Section 353.030, RSMo. of the Urban



Redevelopment Corporations Law. There are also special requirements for life insurance
companies operating as urban redevelopment corporations. 353.040, RSMo.

Application Procedure

Urban redevelopment corporations have the power to operate one or more redevelopment
projects; however such projects must be pursuant to a development plan which has been
authorized by the city after holding a public hearing on the development plan. 353.060, RSMo. It
may acquire property in its own name or in the name of nominees by gift, grant, lease, purchase,
eminent domain or otherwise. 353.130, RSMo. It may borrow funds and secure the repayment by
mortgage. 353.150, RSMo.

Urban redevelopment corporations are required to maintain reserves for depreciation,
obsolescence and the payment of taxes. 353.090, RSMo. The purpose of this requirement is to
ensure that the redevelopment does not become blighted again.

Special Program Requirements

The urban redevelopment corporation must carefully plan the point in time in which it takes title
to real property to ensure that it maximizes the benefits of 353 tax abatement. The 25 years starts
to run as soon as the urban redevelopment corporation takes title. Unless the current
improvements on the real property have a significant assessed value, the urban redevelopment
corporation should not take title to the real property until the improvements to be made under the
redevelopment project are completed. Until that time, title to the real property may be held by a
related entity.

The urban redevelopment corporation may exercise the power of eminent domain to acquire any
interest in any real property which is necessary to the redevelopment plan; provided that the city
has granted the power of eminent domain to the corporation. 353.130, RSMo.



