Approved:___June 5, 2001 by letter
Date

MINUTES OF THE SENATE COMMITTEE ON WAYS AND MEANS.

The meeting was called to order by Chairperson Steve Morris at 11:45 a.m. on April 5, 2001 in Room
123-S of the Capitol.

All members were present except: ~ Senator Jean Schodorf - Excused

Committee staff present:
Deb Hollon, Kansas Legislative Research Department
Amory Lovin, Kansas Legislative Research Department
Rae Ann Davis, Kansas Legislative Research Department
Julian Efird, Kansas Legislative Research Department
Norman Furse, Revisor of Statutes
Michael Corrigan, Assistant Revisor, Revisor of Statutes Office
Robert Nugent, Revisor of Statutes Office
Julie Weber, Administrative Assistant to the Chairman
Mary Shaw, Committee Secretary

Conferees appearing before the committee:

Doug Wood, Chairman of the Board, Commissioners of Johnson County

Patrick Reavey, City Attorney, DeSoto, Kansas, representing Mayor Steve Prudden and the City of
DeSoto

Marge Morse, Executive Director, DeSoto Chamber of Commerce and DeSoto Economic
Development Council

Tom Stutz, representing the Commander of the Army, Sunflower Army Ammunition Plant

Milt Bland, Assistant Plant Manager, Sunflower Army Ammunition Plant, for Gala Frazier, Plant
Manager for Alienate Techsystems, Inc., operating contractor of the Sunflower Army
Ammunition Plant

Jon Stewart, Overland Park Chamber, written testimony

Jerry Cook, President, Overland Park Convention & Visitors Bureau, written testimony

Robert and Clare Baum, Woodland Hills, California, written testimony

Michael Cain, Law Student, University of Kansas, written testimony

Ed Peterson, Mayor, City of Fairway

Pat Ireland, Johnson County citizen

Ken Davis, Mayor, City of Countryside

Greg Wilson, Johnson County citizen, written testimony

Warren Koeller, Lenexa business owner

Barbara J. Hinton, Legislative Post Auditor, Legislative Post Audit

Natalie G. Haag, Chief Legal Counsel, Director of Governmental Affairs, Office of the Governor

Others attending: See attached guest list

Bill Introduction

Senator Adkins moved, with a second by Senator Jordan, to introduce a bill (1rs1264) concerning school

district finance, revise local effort by exclusion of federal impact aid, increase state prescribed percentage
to 30%. Motion carried by a voice vote.

Chairman Morris opened the public hearing on:

HB 2573--KDFA; projects of statewide as well as local importance

Staff briefed the committee on the bill.

Chairman Morris welcomed the following conferees:

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted

to the individuals appearing before the committee for editing or corrections. Page 1



CONTINUATION SHEET

MINUTES OF THE SENATE COMMITTEE ON WAYS AND MEANS on April 5, 2001 in Room 123-
S of the Capitol.

Doug Wood, Chairman of the Board, County Commissioners of Johnson County, who spoke in support of
HB 2573 (Attachment 1).

Patrick Reavey, City Attorney for DeSoto Kansas, representing Steve Prudden, Mayor of the City of De
Soto, spoke in support of HB 2573 (Attachment 2).

Marge Morse, Executive Director, DeSoto Chamber of Commerce and DeSoto Economic Development
Council, spoke in support of HB 2573 (Attachment 3).

Tom Stutz, representing the Commander of the Army at Sunflower Army Ammunition Plant, spoke in
support of HB 2573 (Attachment 4).

Milt Bland, Assistant Plant Manager, Sunflower Army Ammunition Plant, on behalf of Gala Frazier,
Plant Manager for Alienate Techsystems, Inc., operating contractor of the Sunflower Army Ammunition
Plant, in support of HB 2573 (Attachment 5).

Written testimony was received from Jon Stewart, Chairman of the Board, Overland Park Chamber of
Commerce, in support of HB 2573 (Attachment 6).

Written testimony was received from Jerry Cook, President, Overland Park Convention & Visitors
Bureau, in support of HB 2573 (Attachment 7).

Written testimony was received from Robert and Clare Baum, Woodland Hills, California, in support of
HB 2573 (Attachment 8).

Written testimony was received from Michael Cain, Law student, University of Kansas, Lawrence, in
support of HB 2573 (Attachment 9).

Written testimony was received from C. Edward Peterson, Mayor, City of Fairway, neutral conferee
regarding HB 2573 (Attachment 10).

Pat Ireland, Johnson County citizen, spoke in opposition to HB 2573 (Attachment 11).

Written testimony was received from Ken Davis, Mayor, City of Countryside, in opposition to HB 2573
(Attachment 12).

Written testimony was received from Greg L. Wilson, Johnson County citizen, in opposition to HB 2573
(Attachment 13).

Warren P. Koeller, Lenexa business owner, spoke in opposition to HB 2573 (Attachment 14).

Additional information provided to the Committee as follows:

“Some Thoughts About OZ” - John Anderson, Jr., Attorney and Taxpayer of Johnson County,
Kansas (Attachment 15).

Copies of “The OZ Entertainment Company Destination Development Update, Winter 2001" are on file in
the Kansas Legislative Research Department.

There being no further conferees to come before the Committee, the Chairman closed the public hearing
on HB 2573.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted
to the individuals appearing before the committee for editing or corrections. Page 2



CONTINUATION SHEET

MINUTES OF THE SENATE COMMITTEE ON WAYS AND MEANS on April 5, 2001 in Room 123-
S of the Capitol.

Senator Kerr explained why HB 2573 is in the Senate Ways and Means Committee. He mentioned that
he had expected a vote to be taken in the committee the bill was previously referred to and there was not.
Senator Kerr mentioned that he did not want to see the issue die just because there was no vote.

Senator Jackson moved, with a second by Senator Jordan, to pass SB 2573 favorable for passage. Motion
carried by a roll call vote.

Chairman Morris opened the public hearing on:

HB 2507--Election for 8% deferred compensation plan for legislative staff agency employees

Staff briefed the committee on the bill.

Chairman Morris welcomed Barbara Hinton, Legislative Post Auditor, Legislative Post Audit, who spoke
as a proponent regarding HB 2507 (Attachment 16).

Chairman Morris welcomed Natalie G. Haag, Chief Legal Counsel, Director of Governmental Affairs,
Office of the Governor, who spoke regarding HB 2507 and presented a proposed amendment to the bill.
(Attachment 17).

There being no further conferees to come before the Committee, the Chairman closed the public hearing
on HB 2507.

Chairman Morris opened the public hearing on:

HB 2566--Retirement annuities for members of the legislature

Staff briefed the committee on the bill.

There being no conferees to appear before the Committee, the Chairman closed the public hearing on HB
2566.

Chairman Morris called the Committee’s attention to discussion of:

HB 2059--Renal assistance program

Information was distributed to the Committee regarding HB 2059 from Ron Hein, Legislative Counsel,
National Kidney Foundation of Kansas and Western Missouri (Attachment 18).

Committee questions and discussion followed.

The meeting was adjourned as 12:25 p.m. The next meeting is scheduled for April 6, 2001.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted

to the individuals appearing before the committee for editing or corrections. Page 3
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8 Jolmson County, Kansas

BOARD OF COUNTY COMMISSIONERS

TESTIMONY PRESENTED TO THE SENATE WAYS AND MEANS COMMITTEE
ON BEHALF OF THE BOARD OF COUNTY COMMISSIONERS
IN SUPPORT OF HB 2573
APRIL 5, 2001

* % %

TO: THE HONORABLE CHAIRMAN AND MEMBERS OF THE COMMITTEE

Good morning. My name is Doug Wood. I am the current chairman of the Board of
County Commissioners of Johnson County and appear here today on behalf of the Board. We
greatly appreciate the Committee holding this hearing and providing us the opportunity to

present testimony in support of HB 2573.

Our Board initiated the passage of HB 2573, and we respectfully request that this
Committee support the bill and recommend its passage to the full Senate. The bill, as we
propose it, would extend the deadline contained in K.S.A. 74-8922 for obtaining Redevelopment
Plan approval for a period of 12 months, from July 1, 2001, to July 1, 2002. As you are aware,
that statute is the framework for consideration of the Oz Entertainment Company proposal to
acquire and redevelop the Sunflower Army Ammunition Plant. This extension of time is
requested by our Board so that we may take additional time to obtain an independent financial

analysis of the project feasibility.

The issues surrounding the redevelopment of the Sunflower Army Ammunition Plant are
very important for the citizens of the County and the State, and the proposal of the Oz
Entertainment Company for that redevelopment is very complex. We have committed
substantial hours to a review and study of that proposal. We have conducted six public comment
sessions to obtain comments and information from the citizens. Our Board and State Officials
need to ensure that we have carefully, thoroughly, and fully considered this project and arrived at
a deliberate decision that is in the best interests of a majority of our citizens. We believe that can

best happen with an extension of the time and independent financial review of the project.

Administrator’s Office 111 South Cherry Street, Suite 3300, Olathe, Kansas 66061-3441
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We realize, in hindsight, that an independent feasibility study could or should have
already been undertaken. However, in our initial considerations of the project we were
coordinating our review with the Kansas Development Finance Authority, which was intending
to retain the Deloitte Touche firm to do such a study. Last summer, when KDFA decided, for
legal reasons, not to conduct the study, we also concluded that an independent study might not be

necessary.

Now, after our months of review, we believe that independent study can resolve many of
the remaining questions about the project — one way or the other. We believe that a study is the
best course of action for us to reach a considered decision, and we are pursuing that course
expeditiously; to define the extent of the study and to retain our financial advisor to coordinate

the review.

We ask for your support and request that you recommend passage of HB 2573, Thank

you again for your time and consideration.

Administrator’s Office 111 South Cherry Street, Suite 3300, Olathe, Kansas 66061-3441



City of De Soto y Steve Prudden, Mayor
“Building On Small Town Values” i

March 23, 2001

State of Kansas Legislators
Capitol Building
Topeka, Kansas 66603

Dear Legislators:

I am writing to you as the Mayor of De Soto, Kansas concerning the Wonderful World of
Oz project. The City of De Soto borders the area that is currently under consideration to be
redeveloped by the Oz Entertainment Company. Attached to this letter is a Resolution by the
City Council in support of Oz Entertainment Company redeveloping the Sunflower Army
Ammunition Plant. For the welfare of the City and all of its residents, I urge you to extend the
legislation authorizing the use of Star Bonds for redevelopment districts. The Oz project cannot
move forward without this legislation and our great City of De Soto needs the project to maintain
and build on the City’s prosperity and continued growth.

Sincerely,
Steve Prudden

Steve Prudden

33150 West 83 St. @ P.O. Box C ® De Soto, Kansas 66018 e (913) 583-1182 e FAX (913) 583-3123

Senalte W ond Means
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RESOLUTION NO. 544

A RESOLUTION OF SUPPORT FOR THE JOHNSON COUNTY COMPREHENSIVE PLAN FOR
SUNFLOWER ARMY AMMUNITION PLANT PROPERTY AND THE WONDERFUL WORLD OF
0Z THEME PARK ' "

WHEREAS, the Federal Government via the United States Army has placed the
Sunflower Army Ammunition Plant on "excess" and is in the pracess of disposing the property;
and

WHEREAS, the Board of County Commissioners of Johnson County through their
Planning and Development staff developed conducted public and informational hearings and
adopted a Comprehensive Land Use Plan for the Sunflower Plant located in unincorporated
Johnson County: and

WHEREAS, the Wonderful World of Oz, an Qz Entertainment Company, through its
President, Mr. Skip Palmer, has proposed, pianned and announced potentially using a portion
of the Sunflower property for the location and development of a multi-use theme park entitled,
the "Wonderful World of Oz"; and

WHEREAS, the City of DeSoto’s current corporate boundary abuts the Sunflower
property and proposed Oz park and the City has proposed an annexation of other land abutting
said Sunflower Property; and

WHEREAS, the City has entered into a lease with Alliant Techsystems, Property
Manager of the Sunflower property for lease and operation of its water treatment and sewer
facilities located an the property and is currently serving all the existing tenants of the Plant
and is hopeful of acquiring the water treatment facility and water rights from the General
Services Administration for the benefit of the City of DeSoto, including providing water
services to all development within the Sunflower Plant, including the Oz Park; and

WHEREAS, the City has reviewed the Comprehensive Plan for the future growth and
development of the Sunflower Plant by Johnson County, Kansas, reviewed and studied the
propasal by Mr. Palmer for the Wonderful Werld of Oz, and is extremely concerned that the
Sunflower Plant be properly utilized for the future with anticipation that the City of DeSoto will
be the governing jurisdiction over the Sunflower Plant at some date in the future.

=2



NQW, THEREFORE, BE IT RESOLVED BY GOVERNING BODY OF THE CITY OF DESQTO:

SECTION 1:  That the City supports, approves and endorses the Comprehensive Land
Use Plan prepared and adopted by the Board of County Commissioners of Johnson
County, Kansas as a guide for the future growth and development of the Sunflower
Plant property.

SECTION 2: The City strongly endorses and supports the proposed Wonderful World
of Oz theme park on the Sunflower property as a remendous asset to the State of
Kansas, Johnson County, and the DeSoto community.

SECTION 3: The City recognizes that without the proposed Oz theme park and the
remediation proposed as part of that development, the development and remediation
of the Sunflower Plant couid take decades to adequately reclaim for future
development.

SECTION 4: The City, therefore encourages the federal government, the United States
Army, General Services Administration, Alliant Techsystems, the State of Kansas and
Johnson County, Kansas to cooperate in the swift processing of all necessary plans,
permits and agreements to permit the development of the Oz theme park.

DOBTED, by the City Council and APPROVED by the Mayor on this 25 day of

A
. 1998.

Iseal)

CITY OF DESOTO

STEVE A. PRUDDEN
Mayor

APPROVED AS TO FORM:
a

MICHAEL P. HOWE
City Attorney

FALRRBLPAMPH\DESOTO\CITYATTY\RETAINER\SUNFLOWER.RES. wpd
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2 CHAMBER OF COMMERCE
=SPCOIN= “Building on Small Town Values”

DESOTO)

April 4, 2001

Re: Oz Redevelopment Plan Extension Requested by Johnson County
Commissioners

Good Morning Senators:

My name is Marge Morse and [ serve as Executive Director for both the De Soto
Chamber of Commerce and De Soto Economic Development Council.

Monday, I delivered to all Senators and Representatives a packet containing
endorsements for the Oz Redevelopment Plan from De Soto Chamber and
Economic Development Council, Lenexa Chamber of Commerce, Olathe
Chamber of Commerce, Overtand Park Chamber of Commerce, Shawnee Area
Chamber of Commerce and the K-10 Corridor Association, Inc. These
organizations represent several thousand businesses.

Our members recognize the tremendous impact the Oz project can have on the
local economy. De Soto U.S.D. 232 school district covers over 100 square miles
and will experience growth in the next 5 years, which could increase our student
population by as much as 10,000 additional students. Qur district has a number of
people orr fixed mcomes. lower mcomes and senior citizens. Tourism dollars
generated could provide much needed property tax relief for a district, which
currently has the highest school tax in the county. We must have economic
development to offset this residential growth.

The Oz Redevelopment Plan is the best of all possible worlds, with land for parks,
schogls, research facilities for Universities, golf courses, a world class technology
center {wirich studerts can have access to) and, yes, a Theme Park for families in
the Midwest to have a Disney like experience, close enough they can afford to
attend.

We have united as one voice to ask that you vote to extend for one year the Star
Bond Extension requested by the Johnson County Commissioners.

Thank you for your time and consideration of our request.

CHAMBER OF COMMERCE P.O. BOX 70 DeSoto KANSAS 66018-0070 (913) 583-1585

66,‘(\0..*6 u)d."d& and Means
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4 APRIL 2001
SUBJECT: SALE OF SUNFLOWER ARMY AMMUNITION PLANT

GOOD MORNING, MY NAME IS TOM STUTZ.

I HAVE LIVED LAWRENCE KANSAS FOR THE PAST 26 YEARS AND AM
RECENTLY RETIRED FROM A FEDERAL CIVIL SERVICE CAREER OF OVER 41

YEARS.

I WAS THE ARMY’S INSTALLATION MANAGER AT THE SUNFLOWER ARMY
AMMUNITION PLANT. AS THE COMMANDER’S REPRESENTATIVE AND
ADMINISTRATIVE CONTRACTING OFFICER FOR THE PAST 20 YEARS, I WAS
RESPONSIBLE FOR OVERSIGHT OF INSTALLATION OPERATIONS AND
ADMINISTRATION OF VARIOUS CONTRACTS BETWEEN HERCULES
INCORPORATED/ALLIANT TECHSYSTEMS AND THE U.S. ARMY.

NOW SPEAKING AS A CITIZEN OF THE LAWRENCE COMMUNITY, I FEEL IT
WOULD BE WISE TO TRANSFER/SELL SUNFLOWER ARMY AMMUNITION
PLANT IN ONE TRANSACTION.

BACKGROUND: SUNFLOWER WAS DETERMINED EXCESS TO ARMY
REQUIREMENTS 27 SEPTEMBER 1997 ALONG WITH FOUR OTHER ARMY
AMMUNITION PLANTS UNDER THE OPERATIONS SUPPORT COMMAND.
THESE INSTALLATIONS, ALONG WITH SEVERAL OTHER EXCESS
AMMUNITION PLANTS, ARE IN VARIOUS STAGES OF THE DISPOSAL

PROCESS.

WHEN THE GENERAL SERVICES ADMINISTRATION ACCEPTED THE
RESPONSIBILITY TO DISPOSE OF SUNFLOWER, THEIR INITIAL A PLAN WAS
TO DISPOSE OF THE ENTIRE INSTALLATION IN ONE ACTION. I BELIEVE
THEIR DECISION WAS BASED ON LESS THAN DESIRABLE EXPERIENCES
WHERE INSTALLATIONS ARE BEING SOLD/TRANSFERRED, ONE PARCEL AT A
TIME. THIS HAS LEAD TO EXTENDED PERIODS OF TIME TO COMPLETE THE

TRANSFERS/SALES.

Senate Ways and Means
4-5-ol |
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ONE OF THOSE INSTALLATIONS WAS DETERMINED EXCESS PRIOR TO MY
TRANSFER TO SUNFLOWER AND THE DISPOSAL ACTION IS STILL NOT
COMPLETE. OF THE INSTALLATIONS DETERMINED EXCESS WHEN
SUNFLOWER WAS DECLARED EXCESS, ONLY PARCELS OF TWO OF THEM
HAVE BEEN SOLD/TRANSFERRED.

FROM 1995 THROUGH 2001, THE ARMY WILL SPEND OVER $35,000,000 FOR
EXPLOSIVE DECONTAMINATION OF FORMER PRODUCTION FACILITIES.
ESTIMATED COSTS TO COMPLETE THE EXPLOSIVE DECONTAMINATION
WERE NOT FINALIZED WHEN I RETIRED. IN ADDITION, SINCE 1993 THE
ARMY WILL HAVE SPENT JUST OVER $15,000,000 FOR ENVIRONMENTAL
INVESTIGATION AND REMEDIATION. AS I RECALL, THE ESTIMATED COST TO

COMPLETE ENVIRONMENTAL REMEDIATION IS APPROXIMATELY $38,000,000.

BASED ON THE RATE SUNFLOWER HAS RECEIVED ENVIRONMENTAL
REMEDIATION FUNDING, IT MAY BE 2020 BEFORE THE RESTORATION IS
COMPLETE. AND THAT ASSUMES REQUIRED FUNDING FOR COMPLETION OF
EXPLOSIVE DECONTAMINATION IS RECEIVED IN A TIMELY FASHION.,

* I WOULD CONCLUDE BY SAYING THAT, BASED ON MY EXPERIENCE, ONE
SHOULD NOT EXPECT AN INCREASE IN APPROPRIATED FUNDING TO
COMPLETE EXPLOSIVE DECONTAMINATION AND ENVIRONMENTAL
REMEDIATION FOR SUNFLOWER. SUNFLOWER SIMPLY DOES NOT HAVE AS
SERIOUS A CONTAMINATION PROBLEM AS MANY OTHER INSTALLATIONS
COMPETING FOR REQUIRED FUNDING.

THANK YOU FOR THE OPPORTUNITY TO COMMENT ON THIS VERY
IMPORTANT ISSUE IN OUR COMMUNITY.

=3,



Gayla F. Frazier April 4, 2001
10015 Rosehill Road

Lenexa, KS 66215

913-888-2385

STATEMENT FOR THE KANSAS SENATE COMMERCE COMMITTEE

I am Gayla Frazier, Plant Manager for Alliant Techsystems Inc., operating contractor of the
Sunflower Army Ammunition Plant. I have worked at the plant for 33 years and have been
plant manager since June 1995. First I would like to say I appreciate this opportunity to
present my opinion to the Senate Commerce Committee.

Most, if not all of the sixty-seven employees at the Sunflower Army Ammunition Plant
support the Wonderful World of Oz. There are several reasons:

e This project is the best and fastest way to achieve environmental cleanup of the plant,
currently estimated at $40 to $50 million. If Oz were responsible for cleanup, a
respected, experienced contractor with extensive knowledge of the plant would be
employed to complete cleanup under a Consent Order with KDHE. Cleanup would start
when construction of the theme park and resort begins and would be scheduled for
completion within 15 years. If the Army has to fund clean up, funding would come
from taxes paid by you and me, and since the Army routinely reprioritizes funds, I
would be surprised if cleanup were completed within 25 years.

e The Oz Entertainment Company has agreed to transfer over 3000 acres around the plant
boundary for the Johnson County Parks System, providing a buffer between neighboring
properties and the resort boundary. Neighbors would still have their view of natural
areas that now surround the plant. Other public benefit transfers, including land for K-
State, DeSoto and the DeSoto School District are planned.

® The Oz project includes building a facility that would be a center of technical excellence
for commercial and military digital arts and science. Technically skilled individuals
would be employed to develop, build and maintain the high-tech features of the park.

* Finally, as a taxpayer, I believe Oz would attract visitors to this area who would
contribute significantly to the economy. If Branson, Missouri can attract 5.9 million
visitors each year in its seasonal environment, a world-class theme park and resort can
easily attract as many.

Senate Ud.fuds and means
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CHAMBER OF COMMERCE

NYY

Testimony for the Senate Commerce Committee
Regarding the extension of the sunset pertaining to the Oz Legislation

April 3, 2001

Madam Chair and members of the Committee:

On behalf of the Overland Park Chamber of Commerce, I urge your support for
extending the special Wonderful World of OZ STAR bond legislation for a period of one year.
Our Board of Directors supports the decision of the Johnson County Commission to requests this
extension.

As you may know, the redevelopment project proposed by OZ Entertainment Company,
Inc. could be a significant economic boost to the Johnson County and Kansas economies. The
Overland Park Chamber of Commerce supports the proposed redevelopment project and would
appreciate your assistance in extending the sunset provision.

The Wonderful World of OZ project has seen substantial improvements since first
introduced to the Kansas Legislature. This extension would allow for a thorough independent
feasibility study of the project. '

Please contact Ed O’Malley, Governmental Relations Manager for the Overland Park
Chamber of Commerce at (913) 706-0684, if you have any questions.

Sincerely,

S S

Jon Stewart
Chairman of the Board

9001 WEST 110TH ST. - SUITE 150 - OVERLAND PARK, KANSAS 66210 = P.O. BOX 12125 - OVERLAND PARK, KANSAS 66282-2125 E
913.491.3600 = FAX 913.491.0393 - www.opks.org =
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KANSAS SENATE COMMERCE COMMITTEE
SENATOR KARIN S. BROWNLEE (CHAIR)
SENATOR NICK JORDAN (VICE-CHAIR)

Wednesday, April 4, 2001

Jerry Cook, President
Overland Park Convention & Visitors Bureau
9001 W 110™ Street, Suite 100

Overland Park, Kansas 66210

Chair Senator Brownlee, Vice-Chair Senator Jordan and Senate members of the
Commerce Committee, thank you for the opportunity to appear before you this
morning in testimony supporting the extension of the Kansas Legislation enabling

the “Land of Oz" project to move ahead within the approval process.

The “Land of Oz” project is an enormous undertaking that includes several
complicated facets to comprehend and multiple difficult strategies, which need to
be enacted to ensure a successful completion. Such a process takes time.
Likewise, the Sunflower Ammunition Site includes the entanglement of several
governmental bodies, each possessing a set of expectations and resultant

outcomes. Such resolve takes time.

Let me illustrate with an interesting analogy. The Sprint World Headquarters
Campus in Overland Park is on approximately 265 acres of privately held land.

The approval process took two years. The developmental process anticipated

o naie WS and Neans
s
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seven years thereafter. Upon completion, the Campus projects to house almost
16,000 employees generating an annual payroll of $1.12 billion. | believe we
each understand the economic impact that such a project has upon Johnson

County and the State of Kansas.

The “Land of Oz" is a 9,000-acre project that is publicly owned. Its current plan
calls for multi-dimensional use rather than a single-purpose use. The site
contains a contamination factor as opposed to a “clean” Sprint Campus site.
While the “Oz" project is similar to the “Sprint Campus” in size and cost, the
remaining detail, not to be overlooked, is that 8,775 acres remain for
development and resultant economic impact to cities, school districts, the county

and state.

My simple point is, that as clean as the “Sprint World Headquarters Campus
Project” was, it will take multiple years to complete, including two years of
approval. The proposal to redevelop 9,000 acres in a master plan including
multi-dimensional use, not to mention an extensive clean-up process, certainly
merits a similar, if not a longer period of time. The Commissioners of Johnson
County are requesting additional time to conduct an independent economic
impact study to validate or deny projections by The Oz Entertainment Company.
Such a process takes time. Such a project, a one of a kind project, deserves

additional time. Thank you for your consideration.



April 4, 2001

To:  The Johnson County Board of County Commissioners
George Gross
Annabeth Surbaugh
Susie Wolf
Doug Wood

From: Robert and Clare Baum
23116 Collins Street
Woodland Hills, CA 91367
Phone: (818) 883-9323

It was our pleasure meeting many of you this summer at the presentation to the Johnson County
Board of County Commissioners. On behalf of the Baum family, we would like to take a moment
to remind you of our reasons for supporting The OZ Entertainment Company’s vision for
revitalizing the Sunflower Army Ammunition Plant.

More than 100 years ago, my great grandfather, L. Frank Baum, wrote The Wonderful Wizard of
Oz. The Oz story and Oz brand still stand today for home, heart, courage and brains. These are
core important values and educational principles that are important to humanity.

As recently retired third grade teachers, we spent our entire careers working with children not much
younger than Dorothy. Because of this, we have always strongly supported family entertainment
and educational opportunities that bring out the best in people. We believe that The OZ
Entertainment Company is dedicated to quality education and specifically increased digital media
opportunities for students. OEC has a strong commitment to education, especially as it relates to
integrating technology into your educational systems and businesses.

We are pleased that OEC is “walking the talk.” We are delighted that OEC has already met with
all of the school systems in Johnson County and has significant plans for education/business
partnerships. OEC surely will be a catalyst for other technology businesses to step up their
commitment to Kansas schools.

We are also impressed by the following facts:

e 2828 cleaned acres will be donated to the community and schools for public parks, recreation,
education and historic preservation

e The OEC land plan includes dedicated campus space for numerous schools within the
integrated, park-like communities

e The OZ Entertainment Company will contribute significantly to education and research.
Through its taxes alone, the company will spend $10 million on local schools annually.

In our society, we believe it is important that government agencies and businesses are mindful of
educating children in both the technical and soft skills needed for a productive life. The Oz story
provides an ideal platform for this blend of “brains” and “heart” and The OZ Entertainment
Company provides the technology backbone to deliver cutting-edge digital media opportunities for
students in the Kansas City metropolitan region.

We strongly support The OZ Entertainment Company and have personally invested in the

Senate Woys and MNeans
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destination development. We encourage you to fully examine the benefits of this destination
development and to give serious thought to the technology and educational benefits for children and
businesses in Kansas and beyond. We look forward to vacationing in Kansas soon!

-2



TO: Senate Commerce Committee

FROM: Michael Cain, law student, University of Kansas

DATE: April 4, 2001

RE: Testimony in support of Board of Johnson County Commissioners request for legislative extension
concerning project proposed by the OZ Entertainment Company.

My name is Michael Cain and I am a law student at the University of Kansas, Lawrence, KS. I
would like to thank the Senate Commerce Committee for the opportunity to express my views today. I
would like to begin by commending the BOJCC, and this Committee, for their diligence and instance that
the Sunflower Ammunition plant be re-developed in a manner most beneficial to all citizens of the great
state of Kansas. I come before this Committee today to offer a student’s prospective on the OZ project and
to voice support for both the OZ Entertainment Company and the Johnson County Board of
Commissioner’s request for an extension of the legislation concerning the proposed OZ land development
project.

As a student at KU I first became interested in the OZ project over two years ago. I have long
been interested in pursuing a career in the entertainment and digital media industries. and saw an
opportunity to supplement my legal education by studying this project and the various issues concerning it.
As a college student in the mid-west, opportunity for exposures to the entertainment/digital media
ndustries, as well as the jobs and internships these industries provide, is limited. During my time at KU, I
have seen many of my classmates leave this state because jobs in their chosen career ficlds have not been
available or have simply not existed. Additionally, many Kansas high school students choose to continue
their studies or begin their chosen careers outside of the state for the same reason. The public debate over
the OZ project has generated much discussion concerning the monetary value of the land in question. I
believe, however, that keeping the brilliant and creative minds that continually leave the state of Kansas
upon high school or college graduation has a value that cannot be measured in dollars. 1 am not suggesting
that the construction of a theme park in DeSoto will cause all students interested in careers in digital media
and entertainment to make homes in the state of Kansas. I would argue, however, that if the OZ project is
allowed to proceed to its completion, it would provide valuable educational and employment opportunities
for students which currently do not exist. These opportunities will positively effect not only individual
students, but also the State of Kansas as a whole. This cannot happen, however, if the BOJCC’s request for
a legislative extension is not granted, and I encourage this Committee to support the Commissioners’
request.

I would now like to address what I believe to be unjustified personal attacks and attempts at
character assassination by opponents of the OZ project aimed at the OZ management team, which have
received much media attention. Opponents of OZ are quick to tell any newspaper or reporter who will
listen that the directors of this company are difficult to work with and guilty of unethical business practices.
In my experiences with the OZ Company nothing could be further from the truth. As I stated earlier, I first
became interested in this project as a means to supplement my personal education concerning these

industries. At this time, I contacted various OZ directors and asked to “pick their brains” on various
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subjects I could not leamn in the classroom. Every representative of this company that I have had the
opportunity to speak with have enthusiastically met with me, answered any questions I have had, and
generally encouraged me as I seek to begin my career. I find it difficult to believe that a company, which is
supposedly so difficult to work with, would be so forthcoming and helpful to a college student who has no
money to invest in the company and no real political influence. While I am sure that the directors of OZ
have more pressing issues on their agenda than dealing with a college student, the fact that this company
has been so up front with me is why I am here today. I would encourage this Committee to disregard any
mudslinging tactics employed by OZ opponents and support an extension.

I would like to thank the Committee for the opportunity to express my views today, and would
encourage you all to do what is in the best interest of the State of Kansas and support an extension of the

legislation concerning this project.
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Office of the Mayor

April 3, 2001

Senator Karin Brownlee
State Senate

State Capital

Topeka, KS 66612

Dear Senator Brownlee:

It is difficult to find fault with a proposal to study in more detail a project of the magnitude of the
Oz theme park development. However, given the scale of the project, the State should join in the
concerns the Johnson County Commission expressed by their vote and subsequent decision for
additional study. Shouldn't the State also be concerned about assuring that its financial stake in
this project still makes sense? If the subject of the underlying stability of the Oz project is to be
examined, then isn't it appropriate that the State's interest also be subjected to continuing and
contemporaneous scrutiny that would reflect such factors as the changing economy, changing
demands on State resources, etc.?

I respectfully suggest that if a study is to be completed, HB 2573 should be amended to include a
study of the information necessary for the State to make a determination that its present
commitment to the Oz project remains reasonable in light of circumstances that have changed
since the plan was first approved.

Sincerely,

&l ot

C. Edward Peterson

5252 BELINDER ROAD e FAIRWAY, KS » 66205 » PHONE 913 / 262-0350 FAX 913/ 262-4607
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PATRICIA S. IRELAND, M.S.W., L S.C.S.W.
PSYCHOTHERAPIST
11011 KING = SUITE 114
OVEALAND PARK, KANSAS 66210
{913) 451-1202

April 05, 2001

To: The Kansas State Senate
From: Pat Ireland, Olathe, Kansas

| am against the extension for Oz because like the majority of Johnson countians, | do not want

a theme park at Sunflower, or anywhere in the county. It does not matter if Oz is economically feasible.
That will not mean that it is good for the quality of life anymore than a casino would be. Any poll of
Johnson county citizens show they want less not more congestion, slower development, more quiet,
more green space and parks.

Just as importantly, this 9,000 acres of prairie land provides an unusual opportunity for public use such
as parks and preserves which would benefit all eastern Kansas citizens, and this is how 4 other former
contaminated Army sites are being used. And non-developed, or wild or open space, parkland does not
cost anything to maintain according to Bill Mosen of the Johnson county park department. The county
was talked out of applying for its original 5,800 acre park request due to the Oz plan, and is giving up
1,000 acres of the 2,800 acres approved for park use by the U.S. Park Service to accomodate the Oz
plan.

But regardless of what the land is used for, the Oz plan is bad for the county and the state.

It is state business because the Oz group has showed a lack of good faith. Would the Kansas
Legislature knowingly have approved this bond plan for Oz in 1999 if it had known the Oz group had
owed Wyandotte county hundreds of thousand of dollars for several years and still would not have paid
back the money by April of 20017

Would the Legislature have approved the bond plan if you had known that the Kansas Development
Finance Authority would have to hold up work on the plan more than once because Oz had not paid their
attorney's fees?

Would the Legislature have approved the bond plan if you had known that the plan would be tied up for
years in lawsuits, or that there would be consistert overwhelming opposition to the plan by the citizens of
Johnson county. There were 250 people at the last meeting on Oz, almost all of whom opposed it. |
have never seen such overwhelming opposition from all over the county, yet have the will of the citizens
sidestepped time after time.

There has been other bad faith in the pursuit of the Oz plan.

I. Much false or misleading information has been presented by Oz backers. | was formerly the Director
of Community Corrections for the state of Kansas and of a statewide SRS grant program for children and
youth. So | am used to independently researching information presented to justify programs. | called
federal officials in the administrative offices and researched the federal regulations related to conveying
surplus federal property which is contaminated. | discovered that the following misinformation had been
presented by the Oz backers which makes it seem like there would not be public benefits, or business
opportunites, or significant county control over how Sunflower develops if there is no Oz.

a. It is incorrect that the land will only be cleaned up to industrial standards without the Oz plan.
According to federal regulations, it has to be cleaned up to protect human health and the
environment which is to the level of planned use: residential levels for both residential and parks.

b. Itis incorrect that much of the land is not suitable for parks. John Kelly of the U.S. Park Service,
who was in charge of the county’s application for park use told me that there is no reason to
think most the property wouldn’t be suitable for park use and there is no limitation of acreage.

c. Itis incorrect that the county will not have control over what happens to Sunflower if Oz is not
approved. Federal regulations give the county the ability to zone or re-zone the land before it
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is put out to bid. Secondly, since according to federal law, public uses have first priority even over
selling the land for profit, all the public uses the county and state currently have in the plan for the
land would still be ours without the Oz plan. ,

d. Similarly, it is incorrect that the county will not get the park land if Oz is not approved. In fact, we
would get more park land. Johnson county is g.etting 1,700 acres of park land with the Oz plan.
The U.S. Park Service approved our request for 2,800 acres. But we gave up 1,100 for the Oz
plan. We could request even more than the 2,800 acres if we wished if Oz falils. The 3,000
acres of green space Oz says it is providing the county includes 1,100 acres of land they will own
and can use for golf oo[tj_%s or other private not public recreational uses at their discretion.

~e. Itisincorrect that it will @I Indefinite amount of time to clean up Sunflower without Oz. Projecting
from money appropriated from 1993 to the present, it should take 12.6 years. | received the budget
figures from and went over the projections with Ralph Bums, the environmental engineer of
Sunflower. The citizens oversight committee for Sunflower is projecting it will take Il years.

f. Rebecca Floyd of the Kansas Development Finance Authority told Oz for 3 or 4 months before
the county vote in March that they needed to get an extension from the legislature because
even if the county approved Oz, there would not be time for the work to be completed by KDFA
by the legislative deadline of July Ist. No word was ever spoken of this by Oz or its backers. And
you Senators were not given the opportunity early in the session to consider an extension even
though Oz knew by then that the KDFA had told them they would have to get an extension.

2. The county has also had bad faith in regard to this project.

a. the commissioners said if the vote last fall was tied that would be the last of Oz

b. Commissioner Wood said at a meeting in February of 2001 that if the vote was tied in March
that would be the last of Oz.

c. Commissioners wishing an economic feasibility study were told this winter that there was not time
by Commissioner Wood and Gross. But when the vote was tied in March, then suddenly an
economic feasibility study and a request for an extension to the legislature was possible.

d. Please note that Johnson county commissioner, Susie Wolf, voted for the feasibility study and
request for extension to the legislature, and then realized she had made a mistake. The vote
had been 3 to 1 for requesting the extension

e. The community in a park plan which the county came up with for Sunflower which accomodates
the Oz plan is presented as if it were a well studied plan with lots of citizen input. The reality is
that it was quickly drawn up before most citizens were even aware of the Sunflower disposal, had
little publicity, and had less than 20 citizens at the public hearing compared to 250 citizens at the
last hearing on Oz the overwhelming majority of whom were opposed to Oz.

The problem is that before citizens and other businesses had an opportunity to even think about what
would be a good plan for Sunflower, Oz was already out the gate, and we have been reacting to Oz
rather than looking at the altematives. The Kansas Senate unintentionally contributed to this by
aprroving the bond plan which gave Oz legs. Other states have had real planning processes which so far
have ended up with 4 major sites going primarily for public use. Wisconsin is currently in a year long
citizens planning process for how to use their 7,000 acre $250 million clean-up ammunition site.

A red herring that is frequently cited is that if we don’t approve Oz, Sunflower will be sold piecemeal.
This really will cause no harm because every 9,000 tract of land is developed a little at a time. The
county zoning provides protection to control the kind of development that occurs.

Another red herring is that the federal government will do whatever they want with Sunflower. This is
not true. Federal regulations protect against this. In addition, Congress is like the Board of Directors
for the G.S.A. Other states have used their Congressional delegation if the G.S.A. was getting off
track and the G.S.A. quickly became responsive to local sentiment and to their own regulations.
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When govemment ignores the clear will of the people and we are in denial of major red flags about a
project, it is a recipe for disaster because public resistance will continue each step of the way.

Please pull the plug on this misguided project and process, and let us start over again. Let us have the
same opportunity other states have had with contaminated sites for all the alternatives to be examined,
not just the first and most grandiose idea being shoved down the throats of Kansas citizens.
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City of Countryside, KS
Ken Davis, Mayor
04/04/01

TESTIMONY PRESENTED ON APRIL 4, 2001 TO
THE KANSAS SENATE COMMERCE COMMITTEE

Honorable Sen. Karin Brownlee, Chairperson; and
Members of the Senate Commerce Committee,

| speak in opposition to the adoption of HB 2573, the request for an extension on
the STAR Bond legislation for OZ!!!

In addition to the City of Countryside, | also represent five other Northeast
Johnson County cities, including Fairway, Mission Woods, Roeland Park,
Westwood, and Westwood Hills. For the past two years, these and other cities in
the first district have lacked representation on the Board of Johnson County
Commissioners, because Commissioner Gary Anderson has had a conflict of
interest concerning the county’s debate about this Federal land transfer.

For whatever reason, the State of Kansas has chosen not to consider other
alternatives for disposition of this Federal enclave. The original reason for
choosing Oz Entertainment Co. (OEC), a group lacking any substantial track
record, has never been clear and defies all notion of responsible stewardship for
these 9065 acres of land.

It's time for the State of Kansas to ask the United States General Services
Administration (GSA) to consider a post-Oz scenario, and look at all available
options for the use of the Sunflower Army Ammunition Plant in DeSoto, KS.

Here are eighteen reasons why you should not perpetuate the OZ charade:

1. No residential development can take place at the Sunflower Army Ammunition
Plant until this contaminated land is restored to residential standards; which OEC
is slated to take 10 to 12 years to accomplish. However, the Army states they are
on schedule to complete the cleanup within the next 10 years.

2. Eleven new contaminated sites have recently been added to the fifty-four (54)
identified in the consent order between Kansas Department of Health and
Environment and Oz Entertainment Co. (OEC), raising the total number of
contaminated sites to sixty-five (65); most of these sites are where the proposed
residential housing is to be built.

3. The level of contamination and estimated cost for remediation is expected to
exceed the $45 million in surety bonds, negotiated in the consent order; in
addition, annual funding for additional cleanup is dependent upon OEC having
enough money left from operations after paying debt service, taxes and other
expenses.
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Clity of Countryside, KS
Ken Davis, Mayor
04/04/01

4. The US Army issued its Findings of Suitability for Early Transfer (FOSET) for
the Sunflower property, without allowing the public to comment on a complete
document, containing the terms of the KDHE / OEC consent order for
remediation of the land. This was published prematurely in July 1999 and did not
take into account the current knowledge of contaminated levels on this property.

5. The OEC proposal is an exchange of 9,065 acres of land for a commitment to
remediate the property to residential standards, consistent with its intended use:
however, the Army is also obligated to clean up the land to an equivalent
standard.

6. OEC has only budgeted for the purchase of surety bonds and insurance
instruments to cover the liability in case they default on their obligation. They are
counting on operating margins from the OZ Theme Park to pay for the actual
remediation of the land.

7. The OEC operating profit margins will only be available if, and this is a BIG IF,
their projected attendance levels actually achieve (never are less than) the 2.8
million ticket sales per year, certainly an extraordinary feat by local seasonal
track records at Worlds of Fun (1.1 million/year).

8. The infrastructure costs associated with the OEC proposal are to be funded by
$12,000,000 bonds, using the good credit of Johnson County. If a default on
these bonds were to occur, it would be the County's credit, not OEC's, which
would be on the line. :

9. Wyandotte County had to pay a $5,000,000 bond on the Sandstone project,

when Mr. Robert Kory, OEC chairman and his colleagues shepherded the project
into bankruptcy.

10. The OEC recently presented projected benefits to Johnson County, which are
inflated with indirect revenues, and understated county costs, lacking the
standard inflationary factors over the projected ten-year period.

11. The OEC budget conveniently pays back pre-1999 investor costs at a tune of
$14,500,000 without including any direct remediation expenses in the budget.

12. Under the current Star Bond agreement, annual excess sales tax revenues
can be diverted to pay private investor debt, for up to thirty years.

13. The OEC credibility has been called into question on numerous occasions,
and their $775,000 debt to Wyandotte County has not been repaid, even though
the company claims that it has invested $35 million into this project.

14. OEC intends on taking tax breaks for donating the public land to public
entities (ie., K-State, KU, City of DeSoto, Johnson County Parks & Recs., DeSoto



City of Countryside, KS
Ken Davis, Mayor
04/04/01

School District), even though they would be receiving these 9,065 acres of land
in exchange for a PROMISE to remediate the contamination.

15. OEC initially claimed it was not going to request TIF financing, then reversed
itself and requested $40 million in TIF.

16. OEC wants KDOT to pay $29 million for an interchange on K-10 highway,
which hasn't even been approved through the prioritization process.

17. A pending lawsuit against GSA must be resolved, before any transfer of land
can take place.

18. OEC has had ample opportunity to promote its project. To-date, they have
been unconvincing and have wasted thousands of hours of our public officials'
precious time and energy (read $3$9%).

| trust that you will make the right decision, and pull the plug on this project!!! |
urge you to vote NO on HB 2573.

Thank you,
Ken Davis, Mayor
City of Countryside, KS

5808 W. 61° Terrace
Countryside, KS 66202
(913) 831-4388
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Senate Commerce Committee
Sen. Karin Brownlee, Chairperson

RE: Extension of the enabling legislation relating to the OZ Entertainment Company
(OEC)

Thank you for allowing me to testify today. My name is Greg Wilson and I am a
businessman in Johnson County and the State of Kansas. I would like to provide you with
the logic and reasons for not extending the enabling legislation that grants the OEC
special treatment in return for the cleanup of the Sunflower Army Ammunition Plant
(Sunflower).

To begin, three of five Johnson County Commissioners have voted no on the OEC
development proposal. Commissioners Surbaugh, Lingle and Wolf all have voted no on
the proposal. Of course, Commissioner Wolf replaced Commissioner Lingle on the
county commission this past January. But still, three elected representatives of Johnson
County voted not to go forward with this developers proposal.

To allow the extension would delay other options that may be available to the developer,
such as, moving the project to another location. In fact, Commissioner Wolf has indicated
she will vote no irrespective of the results of a feasibility study. Commissioner Surbaugh
has voted no twice. Another tie vote would delay not only the developers options but the
option available to Johnson County to request development proposals.

The legislation was designed to accelerate the cleanup of the Sunflower site. In fact, the
Department of the Army is ahead of schedule and anticipates the site will be cleaned prior
to their original target date, without using a private developer. Therefore, if a private
developer assumes the responsibility now being performed, ahead of schedule by the
Department of the Army, the site may actual take longer and become mired in legal finger
pointing. By not granting the extension, the Department of the Army can move forward
with their plan to cleanup the site, request annual funding and retain contractors and
personnel.

Finally, this developer has presented their proposal. It was reviewed, analyzed and found
not to be the type of development three of five Johnson County commissioners wanted
for the Sunflower site. The Department of the Army is ahead of schedule in the cleanup
process. Many local residents have voiced their opinion that the proposal is not the type
of development they want for their area. For these reasons I ask that you not grant an
extension of the enabling legislation.

Thank You

Gregory L. Wilson
13104 Homestead Ln
Olathe, Kansas 66061
913-856-4731

SenaXe Ways and Means
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To: Senator Karin Brownlee

@Fax: 785-368-711%

From: Gregory L. Wilson

Date: Thursday, March 29, 2001 @ 5:13PM
Re: Review of OZ - Summary

Pages: 3, including this

Senator

| am sending several items, the first is a summary of the feasibility review presented to the
Johnson County commissioners. Next | will send, under separate FAX cover, the full review. Issues
raised with the Johnson County commissioners relating to their objectives compared to the
developers plan. An attendance analysis prepared by Chuck Dehner, an economist, that identifies the
flaws in the developers attendance projestions. This anaiysis was presented to the KDFA. Finally, |
will send a review of VS| Holdings SEC 10-K Form for the year ending September 30, 2000. What is
Interasting about this information is that the largest investor in OEC is a Mr. Steven Toth, Jr who is
76 years old and has invested over $ 14.5 million in OEC. The SEC filing shows that VSI's bank
covenants prohibit VSI from making additional investments in QEC. Also, the filing shows that it Is
necessary to recgive title to the land for the park investmant {o be successfui.

[ know this is a lot of information in a somewhat disjointed presentation, but, the overall
message is that OEC is out of money, VSI is prahibited from making additional investments and the
end result is that OEC needs STAR Bond proceeds. They have very limited capital for a project of this
magnitude,

Greg Wilson
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Review of the
Comprehensive
Feasibility Study
The Wonderfu! World of Oz Project

Zh

Executive Summary

= If the attendance estimate can be relied
upon, then, the second critical assumption
that must be analyzed is the developers
estimate of their Net Operating Margins

Market Size -Table 3 Page 17,
Aug. 1999

= Stable Year Market
Size

= 12,757 miillion

= It [s assumed that
the market size
estimate is based on.

~a 185 day operating
year not on a 365
day year

1-6
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PAGE a2

Executive Summary

= A common sense review of the critical assumptions
i the first step in evaluating the financial feaslaiily uf
the proposed OZ development

= Of the seven "Kay" assumptions contained in the
féasibility study, two standout as more important than
the others

= First, how was the attendance estimate developed

- -—~and what is the impact on the project's financial

viability If this astimats is wrong ?

Market Capture Rate
Market Size

Market Penetration Rate

= Projection used in
financial plan - 22 %

= 2.B million annually

a Average penetration
rate of the 19 theme
parks used in the
study, table 4, page
18is 14.5%
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Using the Average Penetration Rate
= If the project achieves oniy the
average capture rate of the other
18 theme parks identified in the
study, then, the number of visitors
drop by 1 million, theme park
revenues will be $ 57 million less,
resulting in sales tax revenues
used to repay STAR bonds of $ 7
. million (ess than projected
= The resuit, both public and private
issued debt will be in default

21ST CENTURY MGT CON

PAGE A2

Johnson County and KDFA

= Both the Board of County Commissioners
and the Kansas Development Financa
Authority have a critical role in confirming
the reasonableness of the attendance

projections !

Net Operating Margins -
Theme Park

Net Operating Margins

» What the study's estimates imply is that the
OEC management team can deliver their
product at a cost of 65 cents for avery dollar

_ of projected gross theme park revenue

= [t makes common sense therefore to see
what it costs other theme park owners to
deliver their product

7-12

Net Operating Mérgins

= Net Operating Margin is the difference
between gross revenuss and the operating
costs required to produce a product

= The March, 2000 feasibility study shows net
operating margins ranging from 33 % up to
40 %

= Net operating margins are used to pay most
of the financing costs of the project, taxes,
dividends and for retained eamings -

Net Operating Margins

= The Walt Disney Company spends 77 cents
of every dollar from theme parks and resort
revenues to produce their product

= The owners of Worlds of Fun, CedarFair,
LP, just completed a quarter with record
revenues and their cost to deliver their
product was 78 cents of every dollar

13-4
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Net Operating Margins

= This indicates that the OEC's management
team will deliver their product at a rate 16 %
more efficiently than either the Disney
Company's managemaent team or the Worlds
Of Fun's management team

a Worlds of Fun has been operating for over
20 years
a Digneyland has been operating for over 55

- years

Net Operating Margins

= Finally, between the August, 1999 stugy and the
March, 2000 study the Break-even Performance
scanario’s Operating Margin INCREASED from 27 %
to33%

a What changed? :

= The privately issued debt increased by $ 50 million to
raplace $ 45 million of STAR and TIF bond financing

= Therefors, the study had to increase net operating
marging to produce adequate coverage factors for .
theér privately issued debt

Donated Lan’d

= GSA required that ALL of the land be transferred to
the OEC through the KSPDC

a GSA also required that the QEC "donate” certain
portions of the land ta public entities

" By requiring all of the land be transferred through the

private developer, GSA created a minimum $12.5
million deflar federal and state tax daduction for the
developer

= GSA should transfer the public land directly to the
public sector entitiea raquesting the land

13-18
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Net Operating Margins

= What is the impact if the projected margins
are not realized?

= The developer would be in defautt on their
privately issued debt and the ability to repay
TIF bonds would be jeopardized

—

Tax Break for Developer

GSA gives away federal and state
income tax break

18-S
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. Review of the "Comprehensive Feasibility Study for The Wonderful World of
OZ Project in Johnson County, Kansas''

EXECUTIVE SUMMARY

A common sense review of the assumptions and estimates contained in the
Comprehensive Feasibility Study for The Wonderful World of Oz Project leads one to question
the motivation of the developer and the State of Kansas. For example, among the hundreds of
variables and assumptions used in the study, if just two are critically evaluated the financial
feasibility of the project is questioned and the ability to repay publicly and privately issued debt
would be jeopardized.

The first assumption that should be critiqued is the capture rate used to support
- the attendance estimate. The study uses 22 % as the expected capture rate. The study list 19

theme parks with captures rates ranging from 10 % to a high of 26.8%. The 22 % used in the
study is the third highest capture rate. If the OZ project achieved the average capture rate of the
19 theme parks, the attendance would be 1 million less than the 2.8 million visitors used in the
financial plan. The resulting lower attendance produces $§ 57 million less in theme park revenues
and $ 7 million less in total sales tax revenues. This would place both public and private issued
debt in default. The ability to capture 22 % of the estimated tourist market is critical to the
financial viability of the proposed project. The Kansas Development Finance Authority (KDFA)
has a fiduciary responsibility to potential bond investors to confirm the reasonableness of this

important assumption.

: The second assumption that must be analyzed for reasonableness is the projected
operating margins of the proposed project. OZ has estimated an operating margin between 30 %
and 35 % for their conservative performance level. This level of margins are required to provide
adequate debt coverage. The Walt Disney Company's operating margins for theme parks and
resorts have been approximate]y 23 % over the last three years. Therefore, if the OZ project is
able to achieve the margins realized by the Disney company, they would not be able to pay the
debt service obligations on their pnvately issued debt and TIF bonds. The financial viability of
the project would be questioned.

There are many additional examples of assumptions and variables that if analyzed
from a common sense point of view indicate the proposed project is not financially viable. The
most obvious is that the City of DeSoto, Kansas must become a "destination complex" and that
the OZ company must "create” a destination area if the OZ plan is to be successful.

Finally, the OZ developers have no "at risk" capital. In fact, the § 4.5 million
invested by VSI Holdings, Inc. could be reimbursed through consulting contracts or through the
tax break OZ will carry on their books for donated land. In addition, it appears the Senior
Preferred Stock has not been issued and may never be issued reducing any equity contributions

further.

TWENTY-FIRST CENTURY MANAGEMENT CONSULTANTS
GREGORY L. WILSON, CPA
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Review of the "Comprehensive Feasibility Study for The Wonderful World of
OZ Project in Johnson County, Kansas"

L. Review the economic development laws used by the OZ developers.

a Kansas Redevelopment Statute - K.S.A. 1998 Supp. 74-8901
i. Sales Tax Revenue Bonds (STAR)
. Kansas Statewide Projects Development Corporation (KSPDC)
. Kansas Development Finance Authority (KDFA)

b. Tax Increment Financing (TIF) - KSA 12-1774
1L Redevelopment Plan - Feasibility Review - General Observations

a. Economics Research Associates (ERA) was hired to develop a
comprehensive feasibility study that shows the benefits derived from the OZ project will exceed
the public cost and that the income from the OZ project will be sufficient to pay for the project's
annual operating, interest and other expenses as well as generate sufficient tax revenue to repay
publicly assisted debt obligations.

b. ERA relied on numerous studies developed by others in arriving at their
opinion of the feasibility of the proposed OZ project. Appendix G, of the ERA March, 2000
Comprehensive Feasibility Study listed 55 summaries of studies performed for the OZ project.
However, ERA provides no assurances that the data contained in any of the listed studies can be
actually achieved. ( See General Limiting Conditions - ERA's March, 2000 Study)

C The OZ project's financial plan relies on STAR and TIF bonds as the

- "seed" money. The only "equity” at risk has already been speat. (§ 4,500,000 loaned by VSI
Holdings, Inc.) The Sources and Uses statement indicates senior and junior preferred stock will
be used, however, these shares have not been issued and may never be issued. Therefore, the
most the Oz developers are "at risk" of losing is the $ 4.5 million already invested in the ten year
development phase of the OZ concept. In fact, The Sources and Uses Statement shows aver

*$ 14 million will be used to "repay" investors for the "Pre-1999 Development Costs". This
indicates OZ will repay VST Holdings, Inc. their § 4.5 million leaving no equity capital at risk.

d. The ERA study is replete with variable "qualifiers" such as;

I. based on expectation
i. ‘did not conduct

ili.  data indicates

iv.  planto

v. are planned to be

Vi further assumes

vii. . will become

TWENTY-FIRST CENTURY MANAGEMENT CONSULTANTS
GREGORY L. WILSON, CPA
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Review of the "Comprehensive Feasibility Study for The Wonderful World of
OZ Project in Johnson County, Kansas"

' e ERA identified several "Key" assumptions. These assumptions are
fundamental to the feasibility of the OZ project.

L. A basic assumption is that the OZ project will become a
"Destination Complex". Visitors will travel over 100 miles to attend the OZ project and will stay
overnight. ERA states, * A destination theme park must be located in a destination area". ERA
admits that the City of DeSoto, Kansas and the Sunflower Army Ammunition Plant (SAAP) is
not currently a* Destination Complex". They suggest OZ "create" a " Destination Complex”
through the combination of attractions, lodging, entertainment, amenities, restaucants, and
entertainment retail. ERA further states, the assumption that the OZ project will continue to be a
destination complex is based on receiving additional incentives from the Kansas Redevelopment

Statute and continued development of the theme park attractions and land.

2. A second bagic assumption is that the theme park will be
marketed effectively and aggressively within the KC metro area and within the super-regional
Midwest market. ERA believes the OZ theme park can have awareness comparable to other
destination theme parks such as Disneyland, Universal Studios and Sea World. They base this
opinion on the marketing programs envisioned and the use of the Intemnet to create brand

recognition.
3 A pivotal aspect of the OZ plan is the need for high capital
investments. The assumption is that the OZ project is a high quality concept.

4. Another key assumption is the "Experienced Management"
team. Management team members will include or are expected to include key personnel from
Disney's theme parks.

5. The OZ capital structure relies on incentives from Federal,
State and Local governments to make this project financially viable.

6. The OZ plan assumes that the expanse of land available
from the Sunflower Army Ammunition Plant is "key" to the success of the plan.

7. Finally, one last "key" assumption is that a entertainment
and retail sales complex along with a resort hotel is required to make the OZ plan work.

f. Key assumption review. The above assumptions have been identified by
ERA as "Critical" to the viability of the proposed project. An analysis of these assurnptions
follow.

TWENTY-FIRST CENTURY MANAGEMENT CONSULTANTS
GREGORY L. WILSON, CPA

133



B83/29/2001 18:31 9132367856 21ST CENTURY MGT CON PAGE @9

Review of the "Comprehensive Feasibility Study for The Wonderful World of
OZ Project in Johnson County, Kansas" '

Assumption Nurnber 1 - Oz as a "Destination Complex".

ERA states a Destination Corplex must be in a destination area. The City
of DeSoto, Kansas, population 2,500, is not a "Destination Area”. ERA states that OZ must
"create" a destination arca if the OZ plan is to be successful. Destination areas are places like
Orlando, Florida or Anaheim, California that have numerous sites for visitors to attend. In
addition, the weather is conducive to outdoor attractions year around. While DeSoto, Kansas is a
wonderful rural community, it does not have the attractions, visitor infrastructure or weather
required for comparison to Orlando or Anaheim. However, ERA uses these locations as
cxamples of what the OZ project must become to be successful.

Finally, ERA makes the point that the OZ project must continue to
develop the site and receive development incentives if they are to draw visitors from major metro
areas such as Dallas, Chicago or Denver. A key component of this assumption is that the OZ
project will have a market size large enough to make this project a destination area. However,
ERA does not include as a "key" assumption the attendance projections. Which are used to
develop the revenue projections. Which is also used to develop the tax revenue projections, that
will be used to repay investors for the bonds that are required to make this project financially
‘viable.

: ERA uses a consultants estimate of the size of the market and estimated
market capture rate as the basis for their opinion that the OZ project can become a "Destination
Complex". Therefore, understanding how the consultants arrived at their attendance estimates is
critical to the projects viability. Also, ERA should have performed a sensitivity analysis on these
critical attendance assumptions.

To begin, the copsultants estimated the market size at 12.757 million
people. Of this total, 8.8 million are ovemnight visitors. The overall capture rate used in the study
is 22 %, which is the third highest capture rate among the 19 theme parks identified. If the OZ
project only achieves the average capture rate of the 19 theme parks, the capture rate would be
14.5 %. Assuming the same market size as the consultants used, OZ could expect 1.8 million
visitors vs. their Break-even Performance Level attendance of 2.5 million. Also, the OZ project
assumes there will be 3.2 million visitors through induced marketing creating a 29.8 % capture
rate, twice the average capture of the 19 theme parks. However, the OZ financial plan does lower
the attendance to 2.8 million beginning in the first year of operations.

If OZ only achieves the average capture rate of 14.5 % of the market, then,
total theme park revenues will be $ 57 million less, total resort revenues will be $ 7 million less
and total tax revenues will be § 7 million less. Revenue available for tax-exempt debt will be
$ 6.3 million less. This would place the STAR and TIF bonds in default. The ability to capture
22 % or 29 % of the estimated market is critical to the financial viability of the project and must
be confirmed by the Kansas Development Finance Authority (KDFA) prior to authorizing any
bond issue.

TWENTY-FIRST CENTURY MANAGEMENT CONSULTANTS
GREGORY L. WILSON, CPA
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Review of the ""Comprehensive Feasibility Study for The Wonderful World of
OZ Project in Johnson County, Kansas"

Assumption Number 2 - Marketing

ERA states that the OZ project can become comparable to Disneyland
through effective and aggressive marketing. They site a super-regional marketing program and a
Internet-oriented marketing effort as the basis for their opinion that OZ can be comparable to
Disncyland.

The Anaheim / Orange County area has a population of over 2.4 million’

people. Disneyland has been located in Ansheim since 1955. Orange county has 42 miles of

- coastline and beaches. There are over 46,139 guest rooms in the Anaheim area. There is a
985,000 gross square foot Anaheim Convention Center that is one of the leading convention
centers in the nation. Anaheim hosts nearly 1 million convention delegates annually, while the
Ansaheim area attracts over 38 million visitors annually. The area has over 5,000 restaurants, 36
daily tours to such places as Universal Studios, Sea World, Hollywood and Beverly Hills with a
gross national product that ranks 33rd in the world if it were a nation.

- The OZ pian's proposed pre-opening Marketing and Advertising budget is
set at § 18.5 million. Based on the estimated first year attendance of 2.8 million, the average
marketing expenditure.per visitor is six dollars and sixty cents ($6.60). ERA states that an
“aggressive marketing program will be executed” resulting in awareness comparable to other
destination theme parks such as Disneyland and Universal Studios.

The Disney Company's annual report and management discussion states
that all of the theme parks and the associated resort facilities are operated on a year-round basis.
Also, the company's theme parks and resorts compete with all other forms of entertainment,
lodging, tourism and recreational activities. The profitability of the leisure-time industry is
influenced by various factors that are not directly controllable, such as economic conditions

~ including business cycles, amount of available leisure time, transportation prices and weather

patterns.

TWENTY-FIRST CENTURY MANAGEMENT CONSULTANTS
GREGORY L. WILSON, CPA

/30



B3/29/2001 18:31 9132367856 21ST CENTURY MGT CON PAGE 1~

Review of the "' Comprehensive Feasibility Study for The Wonderful World of
OZ Project in Johnson County, Kansas"

Assumption Number 3 - High Capital Investment

ERA states that the ability of an attraction to gain consumer mind share
and spur visits to DeSoto, Kansas is pivotal to becoming a destination. They assume the OZ
project is a high quality concept. They assume design and production qualities to be world-class.
Finally, they correlate the OZ development budget with attendance to prove that OZ's
commitment to design and production quality will produce the desired attendance.

: The Walt Disney Company has invested over 11 Billion in theme parks,
resorts and other property. ERA estimates Disney has invested only 984 Million. If the actual
investment of 11 Billion is used, then, the Cost per Attendee is $785 to $1,375 not the $ 100 to
$ 123 reported in the ERA Theme Park Capital Investment Study. Applying this level per

~ attendee to the proposed OZ project would require an investment between § 2.5 Billion and § 3.8
Billion not the proposed investment of $ 410 million.

The revised Sources and Uses Statement eliminated $ 40 million in theme
park design & show production. Also, the revised budget for OZ digital media and story team
has been reduced by 65 % to 3.3 million. Finally, pre-apening staffing and training has been
reduced by 40% to 9.5 million. These reductions in funding directly impact the assumption that
the design and production qualities are "world-class”.

TWENTY-FIRST CENTURY MANAGEMENT CONSULTANTS
GREGORY L. WILSON, CPA
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Review of the "Comprehensive Feasibility Study for The Wonderful World of
OZ Project in Johnson County, Kansas"

Assumption Number 4 - Experienced Management Team

ERA's feasibility study assumes the OZ project can compete effectively
due to the collective experience of its management and consulting teams. ERA states the OZ,
project management tearm is expected to include key personnel from Disney and Universal
Studios. Finally, ERA's feasibility opnnon assumes the OZ project will be high quality and
professionally managed.

The OZ project is the dream of one man, Robert Kory, who is an

entertainment lawyer. He does not have any theme park operating experience. Roy Bension, the
executive with the most theme park experience is oo longer with OZ. Finally, Harold Palmer,
who comes from Management Resources, a paid consultant for the OZ project, has had some

theme park operating experience.

In addition to developing a $ 660 million dollar theme park, a destination
resort and 300,000 square feet of retail and entertainment facilities, this management team is also
responsible for the management of a $ 40 million dollar remediation project on land the EPA has
scared 50 out of a possible 58 for inclusion on the National Priority List ( super fund list). The
implication is that this site requires extensive cleanup and management oversight.

No management teamn member is a resident of Kansas. The OZ project is
being developed from California by developers who have no track record to scrutinize, no local
ties and must rely on State assistance for the financial viability of the project.

TWENTY-FIRST CENTURY MANAGEMENT CONSULTANTS
GREGORY L. WILSON, CPA
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Review of the "Comprehensive Feasibility Study for The Wonderful World of
OZ Project in Johnson County, Kansas"

Assumption Number 5 - OZ Capital Structure

The OZ financial plan relies on incentives from Federal, State and Local
governments. ERA states the financial plan is based on a combination of equity, construction
debt, capitalized and securitized redevelopment district incentives (STAR and TIF Bonds), and
economic development and job grants,

The only "equity" invested in this project comes from a vendor who will
be repaid their § 4.5 million investment. The repayment will be made from pre-1999
development expense reimbursements included in the sources and uses statements or from
contracts to provide future animation services. VSI Holdings, Inc. has indicated in regulatory
filings that they have invested $ 4.5 million in the OZ concept and currently record an account
receivable due from OZ of over $ 1 million.

* The other equity listed in the sources of funds statement is stock that has
not been issued and may never be issued. There is no "at risk" capital if the State of Kansas
issues bonds for this project. The only "at risk" funds are the STAR and TIF bonds and the
private issued construction debt. The private issued construction debt is collateralized with the
assets of the theme park. Therefore, these investors may get a portion of their investment back
when OZ defaults. The STAR and TIF bond helders have no protection.

: Finally, OZ projects an annual operating margin between 30 and 37 %.
For 1997, 1998 and 1999, the Walt Disney Company's average operating margin on their theme
park operations was 23 %. The implications of the OZ operating margin projections is that they
will be more efficient at delivering their product than the Disney company. For every dollar of
revenue generated, the OZ company will spend 65 cents, while the Disney company must spend
77 cents. OZ projects they will be 15 % more efficient at delivering their product than the Walt
Disney Company.

' The revised sources and uses statement also increased private financing by
more than § 44 million while reducing public financing by the same amount. Based on OZ's
projected operating margins, the revised debt service schedule indicates that the debt service
coverage ratio is below 1.0 for several years. The Walt Disney Company's theme perk and resort
operating margin average 23 %. If the OZ project can only accomplish the operating margin
achieved by the Disney company, then, the OZ private sector bonds would be in default every
year they are outstanding. Also, the net operating income required to repay TIF bonds would not
be available unless the projected margins are realized.

TWENTY-FIRST CENTURY MANAGEMENT CONSULTANTS
GREGORY L. WILSON, CPA
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Review of the "Comprehensive Feasibility Study for The Wonderful World of
OZ Project in Johnson County, Kansas"

Assumption Number 6 - All of Sunflower Army Ammunition Plant land is
available for the success of the plan.

The ERA study assumes the OZ project will continue to grow and
therefore will need the "expanse of land” for future theme parks and additional attractions.
However, the Johnson County Master Land Use plan envisions a planned residential community
not a ever expanding theme park. ER A states the expansion is "pivotal" to creating a destination
comples, but, the need for continued expansion is at odds with the desires of the community and
the land use plan.

Neither the ERA study or the MARC fiscal impact study included the cost
of income tax breaks the OZ developers or assignees will receive for “donating" federal land to
other governmental entities. The Sunflower Plant is currently owned by the Federal government.
The proposed transfer includes all 9,065 acres being transferred to the Kansas Statewide Projects
Development Corporation (KSPDC) and then to the OZ Entertainment Company (OEC).
Included in Phase I of the project is the transfer of 1,750 actes, in addition, Phase I includes the
2,828 acres identified for public entities that are to be donated.

The GSA has handed the OEC a tax break estimated to be between $ 5
million and § 7 million depending on the value of the land being donated. The GSA should have
transferred the public lands directly to the public entities requesting the land. If the GSA is
allowed to structure similar deals across the nation the costs to the taxpayer could be in the
billions of dollars of lost tax revenues.

TWENTY-FIRST CENTURY MANAGEMENT CONSULTANTS
GREGORY L. WILSON, CPA
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Review of the "Comprehensive Feasibility Study for The Wonderful World of
OZ Project in Johnson County, Kansas"

Assumption Number 7 - Entertainment Retail Complex

ERA assurnes the déve!opment of a retail complex and resoit facilities. It
is also assumed that a developer can be found who will invest $ 200 million to develop the
complex and resort. However, to date, OZ has not identified the developer.

The repayment of over $ 188 million in STAR bonds is predicated on the
sales tax revenues generated at the proposed resort, theme park and retail complex. The fact that
a developer has not committed to developing the site places the repayment of the STAR bonds in
Jjeopardy, :

- There are numerous assumptions in the OZ plan that, if a developer is
found, should be examined. For example, OZ's financial plan projects the resort occupancy rate
at 74 %. The metro Kansas City hotel occupancy rate in 1998 was 62.5 % (per CERI). The
average daily rate in the metro area for 1998 was $ 45.45. The OZ financial plan estimates hotel
occupancy revenues at § 263.00 per rented room. Another assumption used to support the sales
tax revenue estimate is the Entertainment Village projected occupancy rate. OZ estimates that
95 % of the available retail space will be occupied throughout the 30 year analysis. The average
retail occupancy rate in metro Kansas City area is 92 % (per CERI). Finally, the projected retail
sales is estimated at over § 122 million or $ 371.00 per occupied square foot per year and
increases to § 995.00 at the end of the 30 year period. The average revenue per occupied square
foot in Johnson County in 1998 was § 364.00 (per CERI).

TWENTY-FIRST CENTURY MANAGEMENT CONSULTANTS
GREGORY L. WILSON, CPA
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Stated County Objectives

The site development plan submitted by the developer is not consistent with the '8
Future Use Plan and therefore does not met the stated objective that the developer plan be
consistent with the County's plan for the following reason.

The developer site plan shows the theme park stretching from the K- 10 corridor
on the north to 143rd street on the south. This area represents approximately 5 miles of
development. The County’s plan envisioned this type of business would be held closer to the

-10 corridor. In fact, the County’s temporary approval was based on the developers original site
plan that held the proposed development close to the K - 10 corridor. Therefore, the revised site
plan does not met the objective of the County’s Future Use Plan.

Another objective that has not been met is the full funding of remediation costs. The
developer is given 12 years to clean up the property. However, only a portion of the funding is
included in the projects Phase I financing estimates. The remaining remediation costs are
assumed to be paid from positive operating margins, The developer has relied on insurance
policies to assure the County that the clean up will be completed. But, the developer has not
purchased the insurance policies. The cost of the policies are to be paid up front. The County’s
review indicated on page 4, item 17 of the financial review section that, “ OZ Entertainment
Company does have a substantjal cash flow shortage and is dependent upon firture investment.”
Since the insurance policies have not been purchased and the developer does not have the cash
available to purchase them, the stated objective that the costs of environmental remediation be
fully funded has not been met.

Theme Park Development

What project has this developer created and completed that leads this Commission to the
conclusion that they can simultaneously do all of the following tasks;

1. Qversee and pay for the remediation of 9,065 acres of land that scored 50

' out of a possible 58 rating for inclusion as a super fund site, and

2 Develop 400 acres into a “Destination Theme Park” capable of attracting
over 3 million visitors to De Soto, Kansas within a 185 day operating year and within 3 years,

and
3. Find, hire and train 7,500 employees by 2003, and
: 4, Oversee the development of a resort hotel, golf complex and RV park by
2003, and
: & Obtain infrastructure commitments, develop adequate infrastructure to
support the park, resort and RV park, and

6. Obtain adequate financing for each aspect of the project.

15-16
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The answer is obvious, the developer does not have the experience or financial wherewithal to
successfully manage these projects simuitaneously.

Finance Plan

The developer has stated that they require STAR bond excess tax receipts as collateral for their
private sector debt. The reason they need tax receipts as collateral is that investors would not
loan them the money because there is no “equity” available for collateral.

A detailed analysis of the flow of funds from the proposed sources and uses statement provides a
clear picture of what the developer has planned.

1 Bond proceeds of § 14.5 million will be used to repay OEC for pre-development
. costs, Also, another $8.3 million of bond proceeds are ear marked for repayment of Qutside
. Consultant fees,

2 The OEC has § 21 nﬁllion of pre-development costs booked as an asset.
3 The $ 21 million in cash spent on pre-development costs came from investors.

4, By repaying themselves for pre-development costs and consultants fees from bond
proceeds, the developer has replaced a noncash asset with cash. What can the developer do with

this cash?

5. The developer can use the cash to retire the Senior and Junior Preferred stock and
thereby repay their investors. They will have converted “at risk equity” into “debt”, made VSI
Holdings equity contribution increase to almost 100 % from 30 %, and removed KC Investore
from the capital structure,

The end result is that VSI Holdings will contro] the developer with minimal “at risk capital”
pledged to the project.

1347
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Ch‘uck Dehner
11730 Clare Road
Olathe, Kansas 66061-9302

October 11, 1999

Kansas Oevelopment Finance Authority
700 5.W, Jackson Ave.
Topeka, Kansas 66603

Re: Oz Theme Park

Dear Board- Members:

My sister, wha livas In view of the Sunflower plant, asked me, an economist with a
background in real estats, to look at the comprehensive study submitted by OZ, and see

what ( thought, | did the type of report | typically do i my work. In the process | found
some Kkey lssues and major concams,

| don't come out far or against the project but | do identify issues that may be important to

your dedlsion-making and critical to the success or fadure of the projact. Thank you for
your consideration.

Chuck Dehner
Economist, K-10 Corvidor resident g

Enclosure

. (913) 782 - 4640
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Issues, Concerns, and Questions about the OEC Plan

These comments gre based on & review of the August 1999 "Comprehensive Feasibility
Swdy for The Wonderful World of OZ Project” submitted by OZ Entertainment
Company (OEC), to the State of Kansas financing agency, The page and table nombers
referred to below come from that document,

In that Study, OEC presents a Master Plan for the OZ development and the results of
three analyses: 1) Economic Impact on the local and regional economy, 2) Fiscal Impact
on state and local government budgets/services, and 3) financial analysis of the Business
Viability to pay operating costs, financing, and environmental remediation expenses.

A review of the Study raises a number of concerns and questions. Specific issues raisad
are about market projections, the assumptions used in the impact analyses, critical
components of the project and the commitment to their completion, the need for
additional State funding, and the remediation of the environmental hazard.

1) Market size, capture rates, and attendance are the most critical variables
forecasted. A number of estimates are used in the Study. The capture rates
forecasted for OZ are il on the high end and even off the scale when
compared to 2 sample of other parks in the nation.

Estimates of market size and capture rate are the key variables forecasted in the Study.
These numbers are used to forecast attendance (Marketsize x CaptureRate = Attendance).
Attendance numbers are then used to foracast revenues and are given to consultants to
use as input parameters in the impact analyses and financial feasibility studies.

LM In the first sctofmhmm(p 17, 19ofﬂneStudy)

Harrison Price, consultant to OEC, estimates the OZ marketsize as 12,757,000, a capture
rate 0f 22%. and attendance of 2,810,000 yearly.

p. 1
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The 22% capture rate forecast for OZ can be compared to the parks listed in Table 4 on p,
18 of the OEC Study. Table 4 in the Study was created by Harrison Price and presents a
sample of 19 theme parks across the nation. HP presents their market size, capture rate,
and attendance. Using Table 4, an average performance can be calculated: Average
Gross Capture Rate = 15.45%. The Table provides a framework to compare the level of

HP's estimates are then revised upward by Management Resources (MR, consultants to

OEC). The revisions are based on 1) estimates of *induced demand"” and 2) by adding 20
more days to the theme park operating season (from 165 0 185 days). MR forecasts a
range of attendance, from a stable year Low of 3,200,000 to a stable year High of
3,800,000 (Table 6, p. 20). This is an implied capture rate of 25.1% and 29.8%
respectively on the 12,757,000 market, 29,8% is higher than any park listed in Table 4 of

the Study.

The following chart shows a range of capture rate figures. The capture rate forecasts
generated for OEC and OZ are all at the high end and even off tha scale. The Table
referred to is Table 4, p.18 of the Study, a sample of 19 parks.

Capture Rates - Actual and OZ Forecasts

10% 20% 27%
} =t } |
’ r ! ]
2%0Z 293%0Z
Projected for Projected
13;2 . | OEC by HP for DEC b
g 25.1 %0Z MR-=Stable
ur, 1947 &JB" | Projosted for | year High
OEC by MR- | (impused);
(imputed) Stable year Also OEC’s
- Low (imputed){ Stable ycar
10 9% 15.45%
Lowestan  Average of 26.8 %
Table 4 19 parks in Highest on
Table 4 Table 4

p.2
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QEC then generates a third seg of estimates, called the Expected Performance, Expected

Performance takes the range of stable year estimates given by MR: 3,200,000 Low to
3,800,000 High and transforms it into a projection of 3,200,000 in the first year and

3 800000mthauahhyearofopa'amns(asmmdtobemhedmthsthudyur). A
3,800,000 attendance would place OZ 10th in the list of all theme parks in the nation
(1998 data), surpassing Sea World of California to become number 10, and doing it on a
short six-month season and a relatively small market size.

Salomon Smith Bamney calculates a break-even attendance of 2.2 million (though
apparently not including remediation costs). This implies & capture rate of 17.3% on a
12,757,000 market. This is higher than the Worlds of Fun 13.7% and higher than the
average of 15.45% for the 19 parks listed jn Table 4.

There is little room for faikure or even average parformnnee for OZ to pay operating costs
and bond ﬁnancmg,audrenwdmtmnﬁnﬂmgustm not specified.

R

p.3
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The following table shows the various revisions of estimates and presents comparative
data. (1) is Harrison Price's first estimate for OEC. (2) is MR's revision of HP's estimate,
(3) is OEC's own revised cstimate, (4) is World of Fun (Kansas City) actual 1997 data.
(3) is the OZ break-cven level as calculated by Salomon Smith Barney. And (6) is an
average capture rate from Table 4 of the ORC Study.

(ﬁfm Capture | Attendnmce
8) {000's)
Period Resbdent | Tewrist Tourist Total
] -100MI | Oversight | Paso-Thew
Herrisea Price
Projected for stable year | 2,757 8,360 1,200 12,757 20% 2810
QEC - 0Z (1)
Mansgement
Rasenrges stable year 3.200
Prajected for - Law
| OEC-0Z
stable year 31,300
-High
GEC Projectsd
fer OZ (3) First year 21200
Stable 3,200
yesr
Waerids of Fua
HP, 1997 data 1997 2638 5,400 8,038 13. 7% 1L.100
(U]
Bresl-even (5) | stabis ysar 2200
Average (6) 12,757 15.45% .97
Notes to table:

(1) Table 5, p. 19; Harrisan Price consultants fior OEC; pass-through for Branson, Missou;
(2) Table 6, p. 20, Management Resources for OEC. Ravisions of Harrison Price. Add “induced demund™

and expand by 20 the numhernfnpmuugdap(lﬁs 185).

(3) p. 52, “from OEC mansgement snalysis,"

(4) Table 4, p. 18, 1997, figures by Harrison Price for OEC
(5) Caleulated by Salomon Smith Bamey, p. 52
(6) The average capture rate for the 19 parks listed by Harison Price in Table 4, p. (8

p. 4

PAGE
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2) Market size, capture rates, and attendance estimates are used

inconsistently in the Study. The consultants who did the impact studies use

different sets of assumptions. Effects should be considered on a consisteat set ' 1
of assumptions scross all three feastbility/impact studies (Economic Impact, :
Fiscal Impact, Business Viability) and the scenarios considered should include

average performance as well as breakeven levals of operation. 1t appears

unknown what the Fiscal Impact of OZ wouid be at a breakeven level of i
attendance. It could lead toa scenario where OZ profits are 2 subsidy from |

local governments.

Three feasibility/impact analyses (summaries) are presented in the Study:
1) Salomon Smith Barney evaluates the feasibility of the business operations of
OZ/OEC (Business Viability),
2) MARC uses 38 REMI economic model and calculates the effects of the project on
the Jocal end regional economy (Economic Impact), and :
3) ERA evaluates the effects on local government budgets and services (Fiscal

Impact).

The financial analysis of Business Viability by Salomon Smith Bamey (p. 32) uses 3
scenarios of attendance: 1) OEC's Expected Performance - 3.2 opening year and 3.8
million in stable year, 2) 2.8 million attendance stable year (approximately HF), and, 3)
the reverse calculated break-even level of 2.2 million attendance (stable year).

The Economic Impact analysis by MARC appears to be calculated under just onc
scenario, an attendance assumption of 2.9 mitlion for the first year (p. 37) and some
larger number for stable years (unspecified in the Study).

p.5
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The Fiscal Effects by ERA also appear to be calculated under just one scenario, the OEC
Expcctcd Performance (p. 42) - the most optimistic projection of attendance (3.8 million
attendance, stable year).

* 3) The success of the plan depends on OZ becoming a super-regional
destination. This requires the financing and construction of the resort
complex and the retail/entertainment complex (p. 34). These compeonents are
not funded under Phase 1. They are assumed to be owned and built by third
parties. No developers for these components are identified, yet they are
critical components to the project success. Who will build and finance these

components?

The success of the Plan depends on a number of criticai assumptions being realized, The
"base" assumption is described on page 30 of the Study:

“The base assumption for the Project is that The Wondesful Workl of Oz theme

park will become a destination theme park. This assumption is crucial 1o

distinguish The Wonderfisl World of OZ theme park as & super-regional F
destination theme park from the regional thrill-ride parks that are located in :
Kansas City and other U.S. metro areas. A super-regional destination theme park

draws a majority of its guests from over 100 miles away, and guests tend to stay

overnight. Regional thrill parks primarily draw from within a 100-mile radius and

tend to be day visitors.

p. 6
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A destination theme park must be located in a destination area. Destination
locations are created by bringing together a critical mass of attractions, lodging,
entertainment, amenities, restaurants, and entertainment retail. The Project
entertainment retail destination is a component of this strategy. The assumption
that the Project is a destipation location is based on the continued development of
the Project land and the continued availability of development incentives
contained in KSA 74-89011 et. seq. " (p. 30)

Being a wpcr-r:gmna! destination (drawing from Dallas, Denver, and Chicago) requires

"A key assumption is the development of the entertainment retail complex and the
Emerald Resort in Phase 1 of the Project development. Although OEC does not
antjcipate owning these components, it is cxpected that they are developed in
accordance with OEC's standards for design, quality and customer experience.
ERA expects that the high profile of the Project, the superior location within the
Project and the potential financial incentives that OEC can offer a third-party
developer support this assumption.” (p. 34)

that the park is only 8 part-year operation (six momhs), and given the competition in the
area for that business (Cedar Creek, Overland Park), the hotel and retail operators may
face a difficult task. There ig g Jurge risk ifthe hotel developer/operator or retail

p. 7

PAGE
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Being a destination park also depends on the uniqueness of the OZ brand label, The Plan
descri.bcsthatOEChuHOOnulcmluswe(p 12). 1t is unclear what this means for the

super-regional assumption, Can other OZ parks be built?

4) The Study describes the ueed for further public fandiag under KSA 74. -
89011 et. seq. How much, What type, and When?

The establishment of the site as a destination complex depends on further State of Kansgs
financing as described in the OEC Study:

The assumption that the Project is a destination location is based on the continued

demofmmwwwwﬂmmm
incentives contained in KSA 74-89011 et, seq. (p. 30, underlining added)

mmmﬂﬂedappmmﬂwbemmaomgowmmgﬂtﬂmmmﬁmmmg
requested in Phase 1, Ifmomenommﬂmmtsmexpected,thenHownmh,Whu
type, and When? How would they be paid, and How would they cffect the impact
amlymandﬂwbumm&ﬁtyofihcmjeu?

5) The character of the theme park may preclude single family development
on the rest of the site.

Phase 1 of the project includes a 600-space (50-acre) RV park as well as a 30-acre
campground (p. ! 1).‘ The Expected Performance scenario includes capturing some of a
1,200,000 market of tourists who pags through on their way to or from Branson,

Missouri. The park has a capacity of 31,500 per day (p. 9) and the entertainment includes
nightly laser light shows and “fireworks spectaculars” (p. 3 of Appendix). Whether the
nature of this activity will result in a residential environment for the surrounding areas is
open to debate.

p. 8

e e
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6) Potential fallure of remediation on the full site.

The remediation of the full site is unclear and not specified in the Study. According to
the Study, environmental remediation is to come in part from Federal agencies
($29,000,000 from the U.S. Army, p. 48) and in part from QEC ($40,000,000, p. 49).
Phase 1 of the project uses a 1,750 acre parcel of the 9,065 acre site, OEC projects to
d 000 to $5 ont inimal el requires (thou
is EC). F fo clea inder of the site (t

operatingpmﬁts, they should be projected in the forecasts and used in inancial apa
Even if OZ performs to the break-even level 0f 2,200,000 attendance, the remediation
effort may be unfunded.

The Study descnbes a number of i Insurance policies which OEC will purchase with the

proceeds of the Phase | financing (p. 48). However, MM&M@

and inkage should OF il to have the funds to pay fa leanup js u

—llm—mu_dﬂtaﬂ- Also. the nracticslitv nfwhisrh framnanias LTS 7 I PR,
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Phona: 013-8584731
2A1st Contury Mgt Consultants FAX: 313-8864731

email gregleGeprynet.com
-_= = SC s N Cn ey
F . Ze
To: Senator Karin Brownlee

@Fax: 785-368-7119

From: Gregory L. Wilson

Date: Thursday, March 29, 2001 @ 5:13PM
Re: Review of OZ - Summary

Pages: 3, including this

Senator

| am sending several items, the first is a summary of the feasibility review presented to the
Johnson County commissioners. Next | will send, under separate FAX cover, the full review. Issuas
raised with the Johnson County commissioners relating to their objectives compared to the
developers plan. An attendance analysis prepared by Chuck Dehrer, an economist, that identifles the
flaws in the developers attendance projections. This analysis was presented to the KDFA. Finally, |
will send a review of VS! Holdings SEC 10-K Form for the year ending September 30, 2000. What is
interesting about this information is that the Iargest investor in OEC is a Mr. Staven Toth, Jr who is
76 years old and has invested aver $ 14.5 million in OEC. The SEC filing shows that VSI's bank
covenants prohibit VSF from making additional investments in OEC. Also, the filing shows that it is
necessary to receive title to the land for the park investment to be successful.

| know this is a lot of information in a somewhat disjointed presentation, but, the overall
message is that OEC is out of money, VS| is prohibited from making additional investments and the
end result is that OEC needs STAR Bond proceeds. They have very limited capital for a project of this
magnitude.

Greg Wilson
. ./ v 2 2 £ o oaces Senl
72/_} Jélu/dcﬁﬁ Aofdeef 7V ;72(, /ﬂ)

Jos? v~
/‘50
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6) Potential failure of remediation on the full site.

The remediation of the full site is unclear and not specified in the Study. According to
the Study, environmental remediation is to come in part from Federal agencies
($29,000,000 from the U.S. Army, p. 48) and in part from OEC (840,000,000, p. 49).
Phase 1 ofthepropctuscsa 1 750amparcclofﬂ:9065me site. Q&:_m__

Even if OZ performs to the hreak-cvcn level of 2,200 000 attendance, the remediation
effort may be urfunded.

The Study describes a number of insurance policies which OEC will purchase with the

prowedaofthelee 1 ﬁmncmg(p 48). However, the acual operation nf these poligies

Conclusion

In the initial funding of the OEC project over 307 million (of a 761 million dollar
investment) is State and local Kansas financing (STAR, TIF, Economic Development
Incentives, and State and Local Financing, p, 29 Table 7). This is a substantial
commitment by the public of financial resaurces and tax payments to this development
and a risk for the residents and taxpayers of the State. Risks of the project include:

1) a substandard or incomplete use of the land, ,
2) a failure of the plan for remediation of the eavironmental hazards, and
3) a failure on bond payment as well as a need for further public financing,

Whether or not a "super-regional destination park"/resort complex. as OEC envigions OZ.
is possible on the basis of the OZ theme alone and without other natural resources at the

p.9

13-4



83/38/2001 B9:11 9132367856 21ST CENTURY MGT CON PAGE °~

&

site, is a subject of debate. Whether the OZ project can become one of the top 10 sites in
the nation as OEC forecasts, surpassing Sca World of California to become number 10,
despite its short six-month season and small market, is a risk. At the Jeast it will taka an
ongoing and extended commitment from private sources and the State of Kansas,

What is not debated is the need for the 0Z complex to be one of the most successful
parks in the nation in order to pay operating costs and financing (environmental
remediation is not specified). OEC is building perhaps the most expensive park in the
nation (Table 8, p. 32 of the OEC Study). Kansas must consider that it may need to
guarantee that all components are completed and that the ongoing commitment to make
the park succeed is in place,

The performance assumed by OEC (3.8 million attendance) is unlikely, at least not 4
without a much larger, as yet unspecified, financial commitment to the project. When g

leve! of average performance is used (15.45% average capture rate of Table 4), the

attendance scenario is 15.45% x 12,757,000 market = 1,971,000 attendance, less than the

break-even level of 2.2 million. Ifthe site fails to become a super-regional destination,

its market size may more accurately be the 8,038,000 of the Kansas City market for

Worlds of Fun (p. 18, Table 4). Assuming an average performance, the attendance

forecast is 15.45% x 8,038,000 market = 1.242 million. One million less than the

2,200,000 break even point.

. ek

Whetbcrornotathcn:pm'kisagooduscofthehndnndwilettnrﬁwpubﬁcﬁ.nancinsis
a good use of our financial resources and tax payments, are difficult questions. This is a
valuable pisce of ground in a key location, perhaps the largest contiguous ownership
piweufgmundinthegrmcrmpolimnlcamscwrcghn Other options can he :
-expected in terms of alternative cleanup and development plans. The risks under the i
OEC plan are too great to bear without mmuch further clarification

Chuck Dehner
Economist and K-10 Corridor Resident 913-782-4640

p. 10

) 3-20



83/38/2001 ©9:11 9132367856 21ST CENTURY MGT CON PAGE P+

Y .
From: Weamwry Oehner Ta; Torrl Jonas Date: 10019709 Tieaa: B:45:90 AM Page 2012

." e

KANSAS

' Dl\iumumr Fivance A:rme

. Qetober 15, 1999

Chuck Dehner

11730 Clare Rosd

Olsthe, Kansas 66061-9302 .

Dear Mr. Dehner: .

Thank you for sending the copy of the unalysis that you did for your sistar of the

comprehensive feasibility study of the Oz theme pack. Staff members here at KDFA
have read your report and tve have sent it o our bosrd membars.

Ywﬂnnmwmmpmmhawywm We
sppreaiats your consideration in making a copy availabie to us,

St ¥)

Keaneth Frahm

13-3l
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vSI HOLDINGS, INC
OPERATING DATA
Net Sales @ Sept. 30, 2000 = $ lggégg,ggg
Net Income = Y,
INVESTING ACTIVITIES

In 2000, VSI invested an additional $ 500,000 in Oz En_tertaimner‘xt poqu?ny (OE(_J),
bringing VSI’s total investment in OEC to $ 4.5 million, of which, $ 4 million is invested in K.C.
Investors, L.P. VSI recognized losses of § 658,000 in 2000 and $ 530,000 in 1999 relating to
V8I’s investment in OEC. This investment i3 currently valued at § 3,312,000.

PLEASE NOTE: VSI'S BANK COVENANTS PROHIBIT THE COMPANY FROM MAKING
ADDITIONAL INVESTMENTS IN OEC.

VSI expects to see continued losses until the opening of the proposed park, currently
schedule for 2004. The park is planned to be constructed on 9,000 acres of land owned by the
federal government. IT IS NECESSARY TO RECEIVE TITLE TO THE LAND. THE
SUCCESS OF THE PARK, AS AN INVESTMENT, IS DEPENDENT UPON RECEIVING
TITLE TO THE LAND. As well as, certain infrastructure improvements be completed by or paid
by governmental agencies, financing arranged through governmental agencies, as well as,
additional public or private financing.

Mr. Steve Toth, Jr., is a 76 year old who became Presidert and CEO of VS in April,
1997. Mr. Toth served as President of subsidiary Visual Services, Inc since 1962.

Mr. Toth and family members own 84.10 % of VS stock.

Mr. Toth and family members are trustees of certain trusts that control shares in VSI.
Mr. Toth also controls 2 Michigan partnership, CLT, that owns VSI shares.

CLT Associates, L.P., has invested § 7.63 million in the QOEC and KC Investors, L.P.

The combined investments by entities controlled by Mr. Toth is;

VSI Holdings - $ 4.5 million
CLT Associates - 7.63 million

Total OEC Investment $ 12.13 million
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VSI HOLDINGS, INC
During 2000, VSI, inconnection with OEC, formed eCity Studios, Inc., a corporation in
which VSI acquired a 70 % interest in the stock.

In addition to the cash invested, VSI has provided web-site development and promotional
services totaling $ 2.247 miltion to OEC.

As of Sept. 30, 2000, VSI bad receivable from OEC of approximately § 1.4 million and $
147,000. These amounts were paid from additional funds invested by CLT. CLT’s investment
increased to $9.177 million.

CLT Associates, L.P., is a partnership controlled by Mr. Toth, who owns an additional
6 % interest in K.C. Investors, L.P. And a direct interest in OEC preferred stock.

VSI owns 1,342 shares of Senior Preferred Stock in OEC valued at § 500,000. This stock
was received in exchange for a reduction of an accounts receivable due from OEC,

1333



83/3a/2881 89:11 9132367856 21ST CENTURY MGT CON PAGE @7

VSI HOLDINGS, INC
FORM 10-K REVIEW
FISCAL YEAR ENDING
SEPTEMBER 30, 2000

VSI Holdings, Inc. (VSI) helps corporations improve their performance. In today’s media
marketplace a consumer has a choice of hundreds of cable television, channels, digital
broadcasting, satellite television and radio and over the Internet. This has forced many
companies to reevaluate their marketing strategies. VSI helps companies do just that. VSI
employs approximately 1,000 individuals in all operations. VSI operates their business through

two separate business segments;
1 - Marketing Services Segment
2 - Entertainment / Edutsinment Segment

The Marketing Services Segment is comprised of four (4) companies;

1 - Visual Services, Inc,

2 - VisPac, Inc.

3 - PSG International, Inc.
4 - eCity Studios, Inc.

VSI clients come primarily from the automobile industry.

V8I's products and services can be divided into four broad categories;

1 - Education and Training

2 - Back-End Services

3 - Marketing Services

4 - Edutainment / Entertainment

The Entertainment / Edutainment Segment is comprised of one company - Advance

a bt memlon  Tam
Animation's, Tinc.

Advance Animations' products are sold on a custom, made-to-order basis directly to
companies. V'SI does not own material patents, trademarks, franchies or concessions.

Competition in this segment is intense, and VSI expects that competition will increase.

| 3-34
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VSI HOLDINGS, INC

THE HISTORY OF VSI HOLDINGS, INC.
In 1981, Mr. Suchik, founded a public company called. The Banker’s Note, Inc. (TBN)

Mr. Suchik’s uncle, Mr. Steve Toth, Jt., invested in TBN, and held & 33 % interest in
TBN.

In February, 1997, TBN acquired Advanced Animation's, Inc., a company controlled by
Mr. Toth, for shares of TBN stock. Mr. Toth became TBN’s controlling shareholder.

In April, 1997, VSI reincorporated in Georgia from Texas, changed its corporate name to
V8I Holdings, Inc from The Banker's Note, Inc., and placed some of TBN’s holdings in an
operating subsidiary,

In July and September, 1997, VSI acquired two more companies for shares in VSI,

1. - VisPac, Inc.
2. - Visual Services, Inc.

Both companies were controlled by Mr. Toth,

In September, 1998, the TRN’s holdings were sold to Mr. Suchik.

VST headquarters are located in Bloom(ficld Hills, Michigan.

The common stock trades on the American Stock Exchange under the “VIS” symbol. The

stock price has ranged from § 7.25 in the second quarter of 1999 to $ 2.13 in the fourth quarter of
2000. The stock price on January 29, 2001 was § 2.87,

SELECTED FINANCIAL DATA
BALANCE SHEET DATA:
Total Assets @ Sept. 30, 2000 = $ 116,129,000
Total Liabilities = 88,578,000
Stockholders Equity = 27,551,000

M. Toth controls 84.10 % of the shares outstanding.
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ate Ways & Means Committee — Hearing on Oz extension—-HB 2 .

Thursday, April 5, 2001

Warren P. Koeller

26561 W. 109" Street
Olathe, Kansas 66061

True Kansas native
Lenexa business owner

e STAR bond legislation was passed for a two year period — in two years, the Oz promoters have not
convinced the citizens of Johnson County or the Commissioners of Johnson County to proceed
ahead on the project. The STAR bond legislation should not be extended.

e HB 2573 contains an amendment that will essentially “force” OEC to pay back the feasibility money
of some $750,000 to Wyandotte County 120 days after the bill is filed. Doesn't it seem kind of
strange that OEC has supposedly invested some $30million in pre-development costs yet they must
be forced to pay Wyandotte? OEC can afford to hire a lobbyist, the finest PR firm, have a full-time
payroll in Kansas City and yet cannot pay Wyandotte. Also note: The “source and use of funds’
budget calls for OEC to re-imburse themselves from the STAR bond proceeds for “Pre-development
costs” — guess what the first check written will be?

e OEC will use 82% of the 8% sales tax generated to fund the initial STAR bonds. If, in fact, the
STAR bonds are paid in the 16 years they predict, they get to use 82% of the 8% to buy
‘improvements”. To put this in perspective, paying for a new ferris wheel increases the “equity” of
OEC - this is the same as someone paying for the house you live in and giving you the title.

e The financial projections from OZ (OEC) were obviously prepared “from the bottom up”, that is, they
made the revenue projections and gross operating margins whatever number they needed to make
the projections work. This starts with “attendance” — they predict the park will pull in 50% more
people per day than San Diego’s Sea World — this assumes 185 days open with no accountability for
‘heat days”, “rain days”, “snow days” or any weather related hazards. They also predict they will
generate gross operating profit at a level that exceeds Worlds of Fun, Six Flags and Disney by some
35%. Ask yourself “how could a company with zero experience out perform Disney with 50 years
experience and Worlds of Fun with 25 years experience?".

e  Why is OEC willing to pay $32million and possibly more for the cleanup? First of all, Sunflower will
get cleaned with or without OZ and in the same time frame. OEC has admitted the residential real
estate development will be a separate entity so if the theme park fails, the development will
continue. Simple math shows that if you develop 6,500+ acres, the bottom line could easily be
$200+million. Why would anybody put a theme park in a location that does not have the freeway
infrastructure to support it? This is a pure and simple “land grab” disguised as a tourist attraction.

e To make this park work, 35% of the entire KC metro area must visit the park each year and spend
almost $60 per person - Traffic on K10 will increase by almost 50% - fact.

e What about the K10 interchange? What about the infrastructure roads? Statements like “Oh by the
way" will be prevalent. Listen to the voters, not Bud Burke.

Senate Ways and Means
HY-5-01 _
Attachment 14



2z Theme Park Traffic analysis

[ Attendance |

3,800,000

Days 185

20,541

Average per day
|

- |Attendance is estimated at 3.8 million visitors per ye

ar (stable year --expected level)

Number of days open is estimated at 185 see page 66 "Business Viability" - Feasibility Study

people per car average 4 - 3.5 3
. |Cars for regular visitors - both directions 10,270 11,737 13,694
| l |
“|Cars for employees - both directions 4,000 4,000 4,000
Vendors - deliveries, maintenance, etc. 500 500 500
| J
Total additional cars per day on K10 14,770 16,237 18,194
|
Present traffic per KDOT - East from 135 to K7 36,000 36,000 36,000
| .
Total cars with OZ - "stable year" 50,770 52,237 54,194
Percent increase over present level 41% 45% 51%

According to Skip Palmer, Oz President "We've done a lot of traffic planning" "The most important

question, the one people ask the most, is what it will mean for K10. There will be no need, now or in the

future to add additional capacity to K10". "Our peak arrival and departure time will be Saturday at 10am,

a noncommuter time".

Have any of you ever witnessed traffic on K10 at 10am, Saturday morning, game day in Lawrence?
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"OF COURSE THE KEY To OUR RELATIONSHIP IS
| TRUST!"

“AND AS LoNG AS WE HIT IT, EMERY THI
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Land of OZ - traffic analysis based on a reasonable gross profit per patron: $28 ticket plus $10 on "stuff"

|

[

5 ’atrons daily ={18,543 (2) Price per admission $28 (3) Additional gross profit per patron (food, etc.) $10
(tor six months) (4) Employees work just 6 mo 2,500 Employees that work all 12 months = 400
Average monthly wage including fringes - 6 mo people $2,333 Avg mo. wage for 12 mo. people = $4,400
Cash flow o o

|| 77777 Annual Amt. -
Wages - 6 mo employees $ 34,995,000
Wages - 12 month employees $ 21,120,000 Patrons necessary based upon the above amounts and cash flow:
Fringe benefits @ 20% $ 11,223,000
Maint - equip - guessed @ $200k/mo 3 2,400,000
Capital Lease pmts $57m @ 10%, 7 yr $ 11,355,000 Gr Profit per
Utilities - guessed @ $400k/month - 6 5 2,400,000 Patron Annual Patrons People
Repay $189m bonds @ 6% - 30 yrs $ 13,580,000 $38 3,337,711 |(5) OR 556,285 |Monthly for 6 months

Less: Sales tax revenue - bonds $ (13,580,000)
Remediation - cleanup * $ 3,500,000
$44 mil Preferred stock at 10% $ 4,400,000
Infrastructure & JO. Co. $ 5,000,000
All other expenses (adv., legal, etc.) 3 8,000,000 Cash in must $ 126,833,000 18,543 |daily for 6 months

Gross sales = $ 190,249,500 1,545 |hourly (12 hrs)
Sub-Total $ 104,393,000 26 |per minute
People per car 3
Interest-Junk bonds-$187 million @ 12% $ 22440000 Cars per hour 515
| (see (8) below) Both directions 1,030
Total cash flow outgoing $ 126,833,000
] 12 hrs per day 12,362 |additional cars per day + employees & vendors

Patrons required to break even (5) 3,337,711 employees 2,900 | and vendors |
Gross profit required per patron (6) $ 38 Total cars 15,262 |(7) per day including employees and vendors

* Based upon $40million cost divided by 12 years

(1) This is derived from calculating the total number of patrons at $38 gross profit each to "break even” divided by 185 days.

(2) Averaged from adult and child ticket - per OZ officials.

l

L |

(3) Assumes every patron will spend $10 for food, novelties and so on. OEC claims every patron wil spend and additional $32

on "stuff",

(4) Oz estimates around 3,000 full time equivalents of which 400 or so would work 12 months of the year. |

(5) This calculation results by simply dividing "Total cash flow outgoing” above by the Gross Profit per patron (6 above).

(6) This is the average ticket price (2 above) plus the additional gross profit per patron (3 above).

(7) Oz claims around 8,000 cars per day, | think they overlooked employees and vendors.

(8) No allowance for amortization of the principal

This analysis was prepared with data derived from the two, public meetings and "guesses" on my part. If the pro-forma

prepared by OZ and Bear-Stearns looks anything like this, there isn't a chance that anyone would buy the bonds when

they '"nderstand the attendance figures required for "break even" are more than double wha

t Worlds of Fun now pulls.

] I

| f

Prey..=d by Warren Koeller 913-492-6900 - Lenexa

business owner and chairman of the Cedar Creek Tax Advisory Board.
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lt.and of OZ - traffic analysis based on a ridiculous gross profit per patron: $28 ticket plus $30 on "stuff"

| | |
(1) Patrons daily =(12,149 (2) Price per admission = |$28 (3) Additional gross profit per paltron (food, (—Ltc.) $30
(for six months) (4) Employees work just 6 mo 2,500 Employees that work all 12 months = 400
Average monthly wage including fringes - 6 mo people $2,333 Avg mo. wage for 12 mo. people = $4,400
Cash flow
Annual Amt,

Wages - 6 mo employees $ 34,995,000
Wages - 12 month employees $ 21,120,000 Patrons necessary based upon the above amounts and cash flow:
Fringe benefits @ 20% $ 11,223,000
Maint - equip - guessed @ $200k/mo 3 2,400,000
Capital Lease pmts $57m @ 10%, 7 yr $ 11,355,000 Gr Profit per
Utilities - guessed @ $400k/month - 6 $ 2,400,000 Patron Annual Patrons People
Repay $189m bonds @ 6% - 30 yrs $ 13,580,000 $58 2,186,776 |(5) OR | 364,463 |Monthly for 6 months

Less: Sales tax revenue - bonds $ (13,580,000)
Remediation - cleanup * $ 3,500,000
$44 mil Preferred stock at 10% $ 4,400,000
Infrastructure & JO. Co. 3 5,000,000
All other expenses (adv., legal, etc.) $ 8,000,000 Cash in must $ 126,833,000 12,149 |daily for 6 months

Gross sales = $ 124,646,224 1,012 |hourly (12 hrs)
Sub-Total $ 104,393,000 17 |per minute
People per car 3
Interest-Junk bands-$187 million @ 12% $ 22440.000 Cars per hour 337
] | (see (8) below) Both directions 675
Total cash flow outgoing $ 126,833,000
| : 12 hrs per day 8,099 |additional cars per day + employees & vendors

Patrons required to break even (5) 2,186,776 employees 2,900 | and vendors | { |
Gross profit required per patron (6) $ 58 Total cars 10,999 |(7) per day including employees and vendors
* Based upon $40million cost divided by 12 years

(1) This is derived from calculating the total number of patrons at $38 gross profit each to "break even" divided by 185 days.

(2) Averaged from adult and child ticket - per OZ officials. !

1

|

(3) Assumes every patron will spend $10 for food, novelties and so on. OEC claims every patron will spend and additional $32

on "stuff".

(4) Oz estimates around 3,000 full time equivalents of which 400 or so would work 12 months of the year.

(5) This calculation results by simply dividing "Total cash flow outgoing” above by the Gross Profit per patron (6 above).

(6) This is the average ticket price (2 above) plus the additional gross profit per patron (3 above).

(7) Oz claims around 8,000 cars per day, | think they overlooked employees and vendors.

(8) No allowance for amortization of the principal

This analysis was prepared with data derived from the two, public meetings and "guesses" on my part. If the pro-forma

prepared by OZ and Bear-Stearns looks anything like this, there isn't a chance that anyone would buy the bonds when

*y understand the attendance figures required for "break even" are more than double what Worlds of Fun now pulls.

l

|Prepared by Warren Koeller 913-492-6900 - Lenexa business owner and chairman of the Cedar Creek Tax Advisory Board.
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SOME THOUGHTS ABOUT O0Z

An examination of Part Five of Project Financing in the papers
received from the county counselor's office fails to show any
information regarding the financial ability of the promoters of the
Oz Project to make any contribution to the cost or improvement of
the Sunflower area.

The "Private Funding" sources suggest "Investor Capital" and
issuance of stock.

They propcse a bank loan for major construction.

They propose capital lease funds from amusement companies and
rental space.

They propose sponsorship agreements, although no specific
dollar amount is attached to the source". -

They propose funded capital improvements by unknown private
companies for infrastructure costs.

And, they propose revenue from project financing for a Resort
Hotel, etc. by unknown developers.

. No information is given as to the net worth financial backing
by any of the promoters of Oz or any corporations supporting them.
None:.

The Oz promoters depend upon development incentives through
public financing sources.

They propose use of Star Bonds which are sales tax revenue
bonds, which include:

* Retailers sales tax at rate of 4.9%.

¥ Additional 2% sales tax in the redevelopment district.

* Transient guest tax of 2% in the district.

* The county's general sales tax of one half of

one cent-0.5%

Oz also proposes T.I.F. - Tax Incentive Financing of
$38,990,000.

The T.I.F. Bonds, if approved, would be issued for 20 years

and would be repaid by real estate taxes from 0.E.C. to the county.
(Taxes paid to the school district will not be used for T.I.F.
funding. Other real estate taxes in the county would be used for
such financing). '

Oz also anticipates grant money and hopes to receive Federal
and State grants in the millions of dollars.

Seonake Uga,as and Me ans
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And Oz proposes the Federal, State and the City of DeSoto to
pay for highway improvement in an estimated amount of $29,000,0q00
for the Federal government, $6,000,000 for the county and
$2,000,000 by the City of DeSoto.

There are many reasons why the Oz proposal should be denied by
the Board of County Commissioners.

There is no proof or showing that the project can be started
or begun in such manner as to bring financial support to result in
Success. With no net worth showing on the part of the promoters of
Oz, why or how can private financing be brought about by sale of
bonds by Salomon, Smith Barney or any other investment broker?
Certainly nothing in papers given by 0z would cause a person to buy
bonds which are not backed by some other source than the developer.
Thus, the issuance of bonds may likely fail, and where is the money
to pay a builder or contractor? -

Even if money could be found somewhere to build a theme park
with amusement vehicles, who knows whether it will attract families
from Indiana or Kentucky and elsewhere in adequate numbers to make
it a successful venture. With Worlds of Fun close by in Missouri,
other amusement centers, and the established East and West coast of
Disneyland places; it is, at best, a gquestionable and skeptical
project. If private for profit corporations wish to run the risk,
they should bear the financial risk rather than seek the support
and risk from the taxpayers of the county.

The 9,000 acres of land, on which the Sunflower Ordinance is
located, is public property. It is now owned by the Federal
Government. If it wasn't burdened by the environmental
contamination from the long-time use of the land for munitions
production, the land would most likely be deeded to the county
government through the state, and the matter would be ended. "Now,
however, the trade-off of the clean up of the land allows for the
intervention of 0Oz and privately paid costs of remediation. And,
Oz then wants title to the entire tract when, it is said, they only
Plan on a 500 acre theme park. This brings value and costs into

play.

It is said the cost of bringing the plant to a level of
household use of the land will cost $3€6,000,000. If this amount is
made available from funds based upon public financing and taxes
with no terminal date or time established, many questions are left
in limbo as to the ultimate use of the bulk of the 9,000 acres.

The public should not be placed in a position of dependency on
the promoters of Oz to develop parks on any part of the land. Yet,
that is what is now proposed.



When the land is finally cleaned up for future use, who will
be the owner, and who will benefit? The farm land in the vicinity
of the plant is now selling for as much as $10,000 per acre. This
would result in $90,000,000 in value. And certainly, if that is
high today, it may well not be high within the next few years.

It is not reasonable to believe that the taxpayers of Johnson
County should be called upen to support a long range program of
trading $36,000,000 for $90,000,000 with the difference to be
turned over to 0Oz.

The county should deny the 0z proposal - let the government
continue and complete the cleanup. Much, if not all, of the 9,000
acres can be utilized by the county for parks and by the State
University and Kansas State University for government use.

Bagsed upon any review of the entire matter of turning over
title to the 9,000 acres of Sunflower land in Johnson County to
promoters for a for-profit recreation or theme park project, is
pure nonsense. The Oz promoters haven't shown any simple facts or
proof that they have any ability or expertise in making a success
of a theme park. They show absolutely no money backing to carry on
a8 private for-profit activity that could succeed as a business
activity.

This Oz group and all its actions truly appear to have come
down a yellow brick road with play animals from fantasy land.

The tax payer of Johnson County and the State of Kansas should
not be asked to support this matter with tax funds and contribute
9,000 acres of valuable land in Johnson County to such a program.

It is respectfully submitted this committee of the Kansas
Legislature should not lend and/or support to the continuation of
the entire matter of "Land of 0z" and deny any further or future

state actions.
Respectfu?igj) e
N\ /7 . v,

‘ é—bbt/ /
\_;jé;; ANDERSON, JR.
\Attorney and Taxpayer

of Johnson County, Kansas
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Testimony for the
Senate Ways and Means Committee
on HB 2507
Barb Hinton, Legislative Post Auditor
April 5, 2001

Mr. Chairman and members of the Committee, thank you for allowing me to appear
before you on HB 2705. This bill is essentially identical to SB 349, which this Committee
introduced earlier on the recommendation of its Subcommittee on Legislative Agencies. It’s
also similar to a bill introduced last year by the Legislative Post Audit Committee. The bill
would allow employees in your 4 legislative staff agencies to choose between KPERS and
what’s commonly called the 8% deferred compensation program, an option that’s already
available to other legislative staff. This would be a one-time, irrevocable choice.

This issue has been discussed since at least 1998, primarily in response to very high
turnover at Post Audit and Legislative Research in the late 1990s. At the time, the
Legislature made it clear that keeping turnover low and rebuilding and keeping a core of
highly experienced staff should be among our top priorities.

Because our agencies hire people with master’s degrees in business, economics,
accounting, law, and the like, we’ve always competed with the private sector and with other
governmental entities for the “best and the brightest” people in the job market. It’s common
for these employers to offer higher starting salaries and more generous or more flexible
retirement packages.

Since the late 1990s, we’ve raised our starting salaries, turnover is way down, and
we’re getting more high-quality applicants for the vacancies that do occur. The problem we
continue to face is that the benefit package we can offer our top-ranked applicants isn’t
competitive. As a result, more and more of our top-rated applicants are turning us down.
We don’t always know why, but in recent years applicants have expressed more interest in
the nature and portability of their prospective employers’ retirement packages. Earlier this
year, our top-rated applicant for a job opening turned us down explicitly because he had a
401(k) with his current employer and felt he couldn’t afford to lose that benefit.

We’llnever be able to keep up with private-sector salaries over the long term, so we
need effective tools to compete for and retain the best employees. Inmy opinion, having this
retirement option for our staffs would help in our efforts to meet both goals.

Senate Ways and MNeans
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Lastly, besides treating legislative staff more uniformly, this bill also would treat
your professional research, evaluation, and legal staff more consistently with professional
staff who do similar work for the Board of Regents and the universities. Those employees
currently are allowed to participate in the TIAA-CREF retirement program.

Mr. Chairman and members of the Committee, I realize there may never be a “good”
time to consider this option. ButI see this step as an important investment in your legislative
staff, both now and in the future. Thank you very much for your consideration of this bill.

V2N



STATE OF KANSAS

BILL GRAVES, Governor
State Capitol, 2nd Floor
Topeka, Kansas 66612-1590

(785) 296-3232
1-800-748-4408
FAX: (785) 296-7973

OFFICE OF THE GOVERNOR

Before the Senate Ways and Means Committee
March 5, 2001

Testimony by Natalie G. Haag
Chief Legal Counsel
Director of Governmental Affairs
House Bill 2507

Thank you for the opportunity to present a proposed amendment to House Bill 2507. On
behalf of Governor Graves I request an amendment which would add ten executive branch
employees to those eligible for deferred compensation benefits under this bill.

The following employees serve at the pleasure of the Governor or his appointees:

executive director of the state gaming agency
commissioner of the juvenile justice authority
director of taxation

director of alcohol beverage control

director of property valuation division
administrator of the department of credit unions
longterm care ombudsman

ombudsman for corrections

director of the Kansas water office

state bank commissioner

We request your support for these proposed amendments to HB 2507.

Qonate ways and Means
H-5-01t
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HEIN AND WEIR, CHARTERED

Attorneys-at-Law
5845 SW 29" Street, Topeka, KS 66614-2462
Telephone: (785) 273-1441

Telefax: (785) 273-9243

Ronald R. Hein Stephen P. Weir*
Email: rhein@hwchtd.com Email: sweir@hwchtd.com

* Admitted in Kansas & Texas

April 4, 2001

Sen. Steve Morris, Chairman
Senate Ways and Means Committee
300 SW 10", Room 1208

Topeka, KS 66612-1504

Dear Sen. Morris:

As per our discussion Friday regarding HB 2059, establishing a state kidney program, you
have indicated that there is no SGF money available for this program this year. You have
also expressed doubts about availability of funding next year. Despite that, I have
indicated to you that I would still like the committee and the full Senate to approve the
legislation and to approve at omnibus a no-limit line item appropriation that would permit
us to solicit grants, gifts, and other contributions for the program. Since the legislation is
not mandatory, and does not require the legislature to appropriate monies for the program,
passage of the bill itself would not have a fiscal note. |

Although we would, of course, like to see this program funded this year, we are not
politically naive, and we understand the fiscal situation facing the state. Implementation
of this legislation would enable us to seek private funds in the near future. If the
economic situation for the state changes in the future, we might propose leveraging any
appropriations that might be made with matching private dollars.

The NKF has an energetic and creative board. We will explore ways this program can
meet needs of low income kidney disease victims without SGF appropriations. Perhaps,
in time, we can demonstrate how improved outcomes for these patients might save the

state money for other existing programs and justify future financial support for this one.

We also believe that passage of this bill would serve as a catalyst to facilitate better
communication between private sector agencies (such as the National Kidney
Foundation) and the state regarding ways for the NKF or others to share expertise on
renal diseases with the state without the expenditure of state dollars.

Senate Ways and Means
4-5-0l
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Sen. Steve Morris
April 4, 2001
Page 2

We urge the committee and the full Senate to approve HB 2059, even without any
funding.

Sincerely,

P

Ronald R. Hein

Legislative Counsel

National Kidney Foundation of Kansas
and Western Missouri

RRH:djc
Enclosure
cc:  Members of Senate Ways and Means Committee
Mr. Randy Williams, CEO, NKF Kansas/Western MO.





