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BACKGROUND 

With the initial adoption of the Little Blue Valley Comprehensive Plan Amendment in 
1999, the City Council investigated mechanisms to fund street infrastructure necessary 
to support future development.  The Council studied a variety of mechanisms through 
which new streets and street improvements could be financed.  

After deliberation the City Council adopted an excise tax. A Citizens Advisory 
Committee (CAC) on Establishing an Excise Tax was created to make 
recommendations on a specific form of excise tax (referred to as a “License 
Surcharge”).  

The Committee proposed a License Surcharge tax which led the City Council to 
endorse and place the issue before the voters in November of 2000.1  The measure 
passed and the City Council adopted Article 18. New Construction License Surcharge. 
Collection of the License Surcharge began on January 1, 2001. 

As part of the Article 18. New Construction License Surcharge code provisions, the City 
Council created the License Surcharge Annual Review Committee2.  The License 
Surcharge Annual Review Committee is an eleven-member citizen committee, 
appointed by the City Council that is responsible for reviewing key issues related to the 
License Surcharge each year.  Some of the topics to be considered by the Committee 
include the applicable tax rates for the different land uses, impact of the License 
Surcharge on the Independence real estate market, the accounting of the License 
Surcharge fund, streets constructed with License Surcharge funds during that year, and 
the future street construction schedule. 

ASSESSMENTS and COLLECTIONS 

The original tax rate phasing schedule adopted by the City Council3 appears below: 
Table 1 shows the original rate schedule recommended by the CAC in 2000.  
Subsequent rates were adopted by the City Council, based upon recommendations by 
the License Surcharge Annual Review Committee including the proposed fee structure 
for 2009. 
 

                                            
1 For more information on the creation of the License Surcharge, please refer to the Report and 
Recommendations of the Citizens Advisory Committee on Establishing an Excise Tax dated June 14, 
2000.  Copies are available in the Community Development Department, City Hall, 111 E. Maple, 
Independence, MO 64050. 
2  The Committee consists of eleven members (one of whom is a Council member) who serve without 
compensation.  At least one person represents each of the following: eastern Independence; western 
Independence; large land owner; development community; commercial building; home builder; 
Independence Council for Economic Development and the Chamber of Commerce.  The terms of 
appointment are for three years.  The Committee selects their Chairperson.  
3 Approved by Resolution No. 4950 (November 18, 2002).  This schedule included revisions approved in 
2001 and 2002 which included leaving the rate/trip the same for 2002 and increasing the rate/trip for 
2005, and thereafter by the Construction Cost Index of the previous year. 
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Table 1.  Original and Subsequent License Surcharge Rate Schedule 

Land Use 
Category

Residential/ 
Warehouse

Office/ 
Industrial

Commercial/ 
Retail

2001 $550 $200 $750

2002 $550 $200 $750

2003 $1,000 $300 $1,400

2004 $1,300 $400 $1,525

2005 $1,611 $517 $1,611

2006 $1,737 $557 $1,737

2007 $1,760 $564 $1,760

2008 $1,822 $584 $1,822

2009 $1,822 $584 $1,822

Original Rate 
Schedule 

Recommended 
by CAC

Subsequent and 
Proposed rate 

schedule

 
The License Surcharge is collected from building contractors based on the amount of 
traffic the structure will generate during the evening rush hour when traffic is the 
heaviest.  The number of traffic trips generated is then multiplied by a tax rate 
depending on the type of land use.  For example, a single-family home generates 1.01 
trips per home.  The License Surcharge rate on a new home in 2009 is $1,822 per trip. 
Therefore, the License Surcharge would be $1,840 per new home.  An office building 
generates 1.37 trips per 1,000 square feet of office space.  A 10,000 square foot office 
would calculate its License Surcharge by dividing 10,000 by 1,000, then multiplying the 
quotient by 1.37 and then by $584 which is the License Surcharge rate per trip for an 
office building in 2009. The License Surcharge for the office is $8,001.  A new specialty 
retail store of 160,000 square feet would calculate its License Surcharge by dividing 
160,000 by 1,000, then multiplying the quotient by 1.27 and then by $1,822 which is the 
tax rate per trip for a commercial building in 2009.  The License Surcharge for the store 
would be $370,230. 

Credits are utilized in the calculation of the License Surcharge for certain projects based 
on criteria such as not-for-profit status, governmental agencies, certain redevelopment 
projects not sponsored by the public, and for properties that have previously generated 
traffic.  The License Surcharge is not assessed on any remodeling project unless it will 
result in the generation of additional traffic. The surcharge is assessed at the time the 
building permit is applied for.  However, the assessment on Commercial projects may 
be collected at the time the permit is issued or just prior to receiving an occupancy 
permit.   
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The following table summarizes the License Surcharge assessments that have been 
reported as collected from construction permits.    

Table 2. License Surcharge Funds Collected by Fiscal Year since Inception  

*Jan 01/    
June 02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08

Residential $275,508 $267,742 $463,649 $581,800 $323,602 $276,006 $246,895

Commercial $203,883 $449,000 $608,760 $341,239 $190,034 $781,123 $680,587

Office $10,204 $103,593 $29,036 $9,356 $19,546 $114,381 $109,930

Warehouse $21,123 $4,080 $1,872 $15,866 $0 $0 $0

Industrial $0 $0 $0 $0 $9,773 $0 $6,438
TOTAL $510,718 $824,415 $1,103,317 $948,261 $542,955 $1,171,510 $1,043,850

Land Use 
Category

License Surcharge Funds Collected by Year

 
* The first “year” of the License Surcharge program was actually 18 months. All subsequent years are based on the fiscal year 
starting July 1st through June 30th or each year. 
 
Table 2 shows a decrease of $127,660 (11%) in total revenue for fiscal year 2007/08 
over the previous year while the License Surcharge program has collected $6.1 million 
since its inception (including interest). Revenue from the Commercial, Office and 
Residential categories decreased slightly from the previous year; however, the Industrial 
category experienced an increase while Warehouse activity remained at zero. 
 

FUND BALANCE 
 
The Finance Department reported the License Surcharge undesignated fund balance 
for the fiscal year ending June 30, 2008 was <$336,607>.  A total of $6,734,000 has 
been allocated to capital projects.   

PROJECTIONS 

The reported revenue of $1,043,850 for FY 07-08 is approximately 14 percent above the 
projected revenue of $912,000.   Income from Residential building activity was 
approximately 23% higher than projected and Office development was nearly identical 
to projections. Commercial activity experienced a 13% increase over the original 
projection resulting in slightly more than $680,000 in License Surcharge revenue. This 
result was due to the construction of the Bass Pro Shop, Sportslodge (soccer facility) 
and an assisted living facility on Jackson Drive. Several new Commercial development 
projects are in various stages of development approval including Drury Inn and Suites, 
Children’s Mercy, Country Inn & Suites near Bass Pro and Staybridge Inn & Suites at 
Glendale Station.   
 
License Surcharge revenue from residential construction is expected to be low because 
the inventory of new homes remain high, construction costs continue to escalate and 
the impact of the housing finance difficulties.  However, several new residential projects 
including Prairie Landing, Saddleridge Estates, Stone Canyon, Crenshaw Village, 
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Regency Heights and Timber Creek Ranch are in various stages of approval. Although 
some residential market activity is expected, it will be lower than earlier years. 
 
The following table projects the License Surcharge revenues anticipated for future fiscal 
years. The projection is revised based upon current economic conditions along with the 
recommendation to not increase the rate structure for 2009.  
 
Table 4.  Projected License Surcharge Revenues (Updated 2008) 

Fiscal Year Residential Office Commercial Warehouse Industrial TOTAL
FY 08-09 $100,000 $75,000 $350,000 $30,000 $0 $555,000
FY 09-10 $100,000 $100,000 $450,000 $30,000 $0 $680,000
FY 10-11 $250,000 $125,000 $468,355 $30,000 $30,000 $903,355
FY 11-12 $300,000 $125,000 $482,455 $60,000 $60,000 $1,027,455
FY 12-13 $359,465 $200,878 $496,908 $61,800 $61,800 $1,180,850
FY 13-14 $370,249 $206,904 $511,815 $63,654 $63,654 $1,216,276
FY 14-15 $381,356 $213,111 $527,169 $65,564 $65,564 $1,252,764
TOTAL $1,861,070 $1,045,892 $3,286,701 $341,018 $281,018 $6,815,699  

Projections are based upon lower expectations during the next two cycles followed by increases that match earlier estimates. 
Warehouse and Industrial activity assumes the business park in east central Independence is completed and occupancy begins in 
2010. 
 
 
 
CONSTRUCTION PROGRESS ON PROJECTS FUNDED WITH 
LICENSE SURCHARGE REVENUES   

Construction of the R.D. Mize Road (Hidden Valley Road to the Little Blue Parkway) (2) 
is currently underway from Hidden Valley Road to Ringo Road. Construction is 
expected to be complete in the fall of 2009.  In addition, the City has secured $1.76 
million in STP funds for that project.  The construction contract for R.D. Mize Road 
(Hidden Valley Road to the Little Blue Parkway) is approximately $3 million.  A total of 
$840,000 in License Surcharge funds has been appropriated for this project.    

Preliminary engineering for the Bundschu Road (Susquehanna to Jackson Drive) (3) 
project has been completed and right-of-way acquisition is nearly complete.  License 
Surcharge funding is $2,350,000 with construction expected to begin in the spring of 
2009. 

Final plans and the acquisition process are now complete for R.D. Mize Road (the Little 
Blue River to Eureka) (5) using County Urban Road Surface (CURS) funds.  The project 
cost is estimated at $2.795 million.  The City has secured $1.38 million in STP funds to 
be matched with $1,522,000, of which $227,000 was appropriated as of June 30, 2008 
from the License Surcharge fund.  It is anticipated that construction will be completed by 
early 2010. 
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The Truman Road and Powell Road intersection (6) project construction is now 
completed. This small project was funded entirely with License Surcharge funds totaling 
$120,000. 

The Holke Road Improvements (Seminole to Jackson Drive) (East) (7) project 
appropriated $300,000 in fiscal year 2007/08 for acquisition and design purposes. The 
Independence School District indicates that the new high school will not open until fall of 
2011 at the earliest; as such the remaining $1.62 million dollars for construction is 
scheduled for fiscal year 2010/11. Currently engineering proposals are being received 
and reviewed. 

Project (9), Construction of the Strode Road Over Burr Oak Creek Bridge Replacement 
is currently underway. Construction is expected to be complete in early 2009.  The 
construction contract for the Strode Road Bridge Replacement is approximately $1.3 
million.  A total of $700,000 in License Surcharge funds has been appropriated for this 
project.    

Little Blue Parkway (11) License Surcharge funds will match federal funds along the 
future phases of the Little Blue Parkway. 

The Holke Road Curve Correction (14) project is using $100,000 from the annual Match 
for Public Safety Improvements with $15,000 provided through other funding sources. 
An additional $100,000 from License Surcharge is scheduled to be used for another 
Public Safety project in 2008/09 for the Holke Road Culvert at Seminole (15) project. 

 

CREDITS, ADMINISTRATIVE RULINGS AND WAIVERS 

Credits 
Under Article 18. New Construction License Surcharge credits are utilized in the 
calculation of the License Surcharge for certain projects based on criteria such as: the 
user of the building is a not-for-profit organization, a governmental agency, and certain 
redevelopment projects not sponsored by the public. Figure 1 identifies the area in 
which development is eligible for a one-hundred percent (100%) License Surcharge Fee 
credit. 
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                    Figure 1. Areas Eligible for Full Credit under Sec. 5.18.005 
 
Appeals 
There were two appeals during Fiscal Year 2007/08.  The first was from Chick-fil-A 
restaurant on 39th Street and SportsLodge on 50th Terrace. The License Surcharge fee 
for Chick-fil-A was administratively reduced to zero. The surcharge fee for SportsLodge 
was reduced after recalculating the fee resulting in SportsLodge paying approximately 
$165,000 in License Surcharge. 
 

 

 

RECOMMENDATIONS 

The License Surcharge Annual Review Committee has five recommendations for the 
License Surcharge program. First is the License Surcharge rate. The Committee 
recommends that there be no change to the rate structure for calendar year 2009 due to 
the slow-down in the economy. As a note, the construction cost index, published in the 
Engineering News Record (ENR) indicates a 3.1% increase in construction costs in the 
Kansas City metro area from December 2006 to December 2007.   
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The second recommendation is the continuation of the Public Safety Match for Street 
improvements as part of the License Surcharge Capital Improvement Program. The 
License Surcharge Annual Review Committee recommends that $100,000 of License 
Surcharge funds be used in this way each fiscal year.  Frequently development projects 
such as a new residential subdivision or retail center results in a need for off-site street 
improvements to address capacity or public safety concerns.  When these 
improvements become necessary as a direct result of the proposed development it is 
expected that the cost of the improvement will be borne by the developer.  However, in 
many cases the street capacity or design is inadequate and is exacerbated by the 
proposed development.  In these cases the City may only require improvements which 
are proportional to the impact of the development.  For the development project to go 
forward it is necessary for the City to participate in the cost of the off-site public safety 
improvements and matching funds are used for this purpose.  The committee 
recommends using this match for the Holke Road Culvert at Seminole (15) project in 
fiscal year 2008/09. 

The City is often unable to anticipate the timing of development decisions which bring 
urgency to programming these types of street safety improvements.  Major street 
improvement projects are normally programmed six years in advance through the City’s 
Capital Improvements Program.  In order to be more responsive to development 
pressures it is recommended that $100,000 of the License Surcharge Funds be 
allocated on an annual basis to be used as matching funds for street improvements 
which are required for public safety and beyond the responsibility of a single developer.  
Unutilized funds should not roll over from one year to the next, but should be allocated 
annually upon review by the License Surcharge Annual Review Committee. The 
committee recommends using this match for the Holke Road Culvert at Seminole (15) 
project in fiscal year 2008/09. 

It is also recommended that the use of these funds be subject to the following 
restrictions: 

1. The street improvement must be directly related to a safety need that is 
exacerbated by a development project for which the developer is contributing at 
least 50 percent of the cost of the improvement; 

2. The improvement must be to a street classified as a minor arterial or higher on 
the Major Thoroughfare Plan and that has been previously identified as a License 
Surcharge project as listed on Exhibit 5 in the Report and Recommendations of 
the Citizens Advisory Committee on Establishing an Excise Tax, June 14, 2000. 

3. Before the City Council authorizes the use of any License Surcharge Funds 
allocated for safety improvements match, the City should require a written 
development agreement between the City and the developer(s). 

 
The third recommendation is to add $400,000 from License Surcharge funds to the 
R.D. Mize Road – Phase I project (2) (Hidden Valley to Little Blue) resulting in a total 
of $840,000 from License Surcharge funds for this project. 
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The fourth recommendation is to move $68,000 of License Surcharge funds from 
fiscal year 07/08 to fiscal year 08/09 for the R. D. Mize Road (5) project.  
The last recommendation by the Committee is to move $1,620,000 in License 
Surcharge funding from fiscal year 09/10 to fiscal year 10/11 for the Holke Road 
(east) (7) project due to the delay in construction of the new Independence High 
School.  

No policy changes to the License Surcharge Program are recommended at this time.   

The proposed Capital Project Program through 2015 is attached as Appendix A and 
maps identifying the location of each project are labeled at Appendix C. a and b. 
 
APPENDICES 

A. Capital Improvement Program 
B. Construction Cost Index 
C. (a. & b) License Surcharge location maps  
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Appendix A – Capital Improvement Program 

Segment Length
Total Project 

Cost

Other  
Funding 
Sources

License 
Surcharge 

Funds
Appropriated  
as of 6/30/08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 After 2015

1 Hidden Valley Road 291 Hwy. To R.D. Mize 0.62 miles $2,491,000 $1,040,000 $1,451,000 $1,451,000

2 R.D. Mize Road (Phase 1) Hidden Valley to Little Blue 1.21 miles $3,000,000 $2,160,000 $840,000 $440,000 $400,000

3 Bundschu Road Susquehanna to Jackson 0.9 miles $2,350,000 $0 $2,350,000 $2,350,000

4 Crenshaw and Strode ROW Acquisition for APF Improvements $229,456 $0 $229,456 $229,456

5 R.D. Mize Road Little Blue to Eureka 0.61 miles $2,795,000 $1,700,000 $1,095,000 $227,000 $868,000

6 Truman/Powell Intersection $120,000 $0 $120,000 $120,000

7 Holke Road  (East) Seminole to Necessary Rd 0.68 miles $1,920,000 0 1,920,000$   $300,000 $1,620,000

8 Ringo Road Holke to Jackson 0.55 miles $1,839,200 $0 $1,839,200 $300,000 $1,539,200

9 Strode Road Bridge $1,300,000 $600,000 $700,000 $700,000

10 Crenshaw 32nd Terrace to Strode 0.33 miles $1,180,200 $0 $1,180,200 $200,000 $980,200

11 Little Blue Parkway 39th Street to 24 Hwy. 7 miles $50,000,000 $48,200,000 $1,800,000 $900,000 $900,000

12 Strode Road & 7 Highway Intersection $265,000 $0 $265,000 $265,000

13 Bundschu Road Rail Crossing $270,000 $230,000 $40,000 $40,000

Match for Safety Improvements To Be Identified $800,000 $800,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000

14    Holke Road Curve Correction Public Safety Match ($100K in FY07/08) $115,000 $15,000 $100,000 $100,000

15    Holke Road Culvert @ Seminole Public Safety Match ($100K in FY08/09) $100,000 $100,000 $100,000

16 Holke Road (West) 78 Hwy to Seminole 0.68 miles $2,270,000 $0 $2,270,000 $2,270,000

17 Bundschu Road Jackson to Powell 0.85 miles $3,100,000 $0 $3,100,000 $3,100,000

18 Eureka Road R.D. Mize to Crenshaw 0.68 miles $2,480,400 $0 $2,480,400 $2,480,400

19 Strode Road Crenshaw to Bradford 0.48 miles $1,750,060 $0 $1,750,060 $1,750,060

20 Strode Road Bradford to Lowe Road 0.91 miles $3,307,200 $0 $3,307,200 $3,307,200

21 Truman Road Vista to Jones 1.18 miles $4,285,600 $0 $4,285,600 $4,285,600

22 Truman Road & M 78 Hwy Between Jackson & LBP 0.59 miles $1,850,310 $0 $1,850,310 $1,850,310

$87,603,426 $53,930,000 $33,873,426 $20,582,770

$6,857,456 $1,368,000 $1,000,000 $1,720,000 $100,000 $865,000 $1,080,200 $100,000

$555,000 $680,000 $903,355 $1,027,455 $1,180,850 $1,216,276 $1,252,764

$218,393 -$469,607 -$566,252 -$1,258,797 -$177,947 $173,329 $345,893

-$336,607 -$1,149,607 -$1,469,607 -$2,286,252 -$1,358,797 -$1,042,947 -$906,871 $245,893                                             Ending Balance

Projected Available License Surcharge Funds 

2008-2015 Capital Projects for License Surcharge Funds

Fiscal Year Appropriations

Projected Revenues

0% Fee Increase in 2009

Project  

Future Match for Safety Improvements:  
»Davis Road & US 24 Hwy;                        
»Pink Hill & RD Mize Road (turn lane 
improvements);                                      
»Truman & 78 Hwy intersection (match for 
Federal Highway funds)

                                                                                                         Totals:
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ID Project Segment
1 Hidden Valley Road 291 Hwy to R. D. Mize
2 R. D. Mize Rd Hidden Valley to Little Blue
3 Bundschu Rd Susquehanna to Jackson
4 Crenshaw and Strode R.O.W. Acquisition for Improvements
5 R.D. Mize Rd Little Blue to Eureka
6 Truman Rd./Powell Intersection  
7 Holke Rd. East Seminole to Necessary
8 Ringo Road Holke to Jackson
9 Strode Road Bridge  

10 Crenshaw 32nd Terrace to Strode
11 Little Blue Parkway 39th St to US 24 Hwy
12 Strode Road & M-7 Hwy Intersection
13 Bundschu Rd Rail Crossing  
14 Holke Rd Curve Correction  
15 Holke Rd Culvert @ Seminole  
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Appendix C (b)

Prairie
Landing

Id Project Segment
16 Holke Rd West M-78 to Seminole Av e
17 Bundschu Rd Jackson Dr to Powell Rd
18 Eureka Rd R.D. Mize to Crenshaw
19 Strode Rd Crenshaw to Bradford Lane
20 Strode Rd Bradford Lane to Lowe Rd
21 Truman Rd Vista to Jones Rd
22 Truman Rd & M-78 Hwy Between Jackson and L.B.P


