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In the past:

@ Cities paid for development costs but
shared the tax benefits with other tax
districts. This was not equitable.

In the 1950’s, the State of California
developed Tax Increment Finance or
“TIF”.

In 1975, the Wisconsin Legislature
responded created its own the TIF Law.

m Through TIF, cities and other tax districts
share both the costs and benefits of
development.




TID Boundary—

= The city proposes a geographic boundary around a development or
redevelopment area.

= The boundary must contain whole units of property.
Types of TIDs—
= Blighted Area-27-yr. Life, 50% blighted
= |ndustrial — 20 —yr. Life, 50% zoned and suitable for industrial

= Mixed Use —20-yr. Life, 50% zoned for mixed-use, no more than 35% newly-
platted residential

Base Value & Tax Increment—

= Property value that exists prior to the creation of a TID.

= Other tax jurisdictions don’t lose revenues they had prior to TIF
= Tax increment = Total levy on value growth above, flows to City
Cost Recovery—

= When costs are repaid, TID must close

= Value growth returned to other tax jurisdictions

= Residual tax increment distributed




Eligible Costs Ineligible Costs
Public Improvements Public Buildings
Streetscape City Operating Costs
Land Acquisition Assessable Costs

Demolition
Remediation
Construction

TIF Administration Cost
Finance Cost




1. TID Boundary Drawn

2. TID Base Value Established: S1,000,000




3. TID Created — Partnership With Overlying Tax Jurisdictions




5. Tax Increment Generated  __  _  _ k.
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Blight Determination:

TIF Project Plan:

Public Hearing:

Joint Review Board:

A private consultant
measures blighting
conditions in the area.

Staff draws a boundary,
forecasts growth and
project costs.

The Plan Commission
hears public comment.
Common Council adopts.

Overlying tax districts
approve the TID.




Steps
TID Boundaries developed

Project Plan < Identify potential projects and costs
Feasibility Assessment (Gap Analysis, TIF Run)

Time Required:

5 months

Blight study (Blighted Area District only)
Joint Review Board (JRB) organizational meeting

Notify Overlying taxing jurisdictions (County, Tech
College, School District, City)

Notify property owners (Blighted Area District only)

Council Introduction

Public <
Process

Public Hearing (Plan Commission)
Board of Estimates

Common Council action

Joint Review Board action (approve/deny)




m There are three types of blight:
1) Physical
—Poor condition
-Obsolete platting or poor land use
2) Economic

—Declining property value
—-High vacancies

3) Social

—Crime
-Unemployment
m There are different degrees of blight...
Correctable (i.e. a broken window, cracking paint or graffiti)
Severe (i.e. cracked foundation wall or sagging roof)

= A blight determination does not trigger condemnation,

cause a cloud on title, building code enforcement or
penalties.
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TIF Objectives and Policies:

1. Set priorities for TIF
2. Establish rules for creation and amendment of TIDs
3. Create TIF Loan underwriting standards

Financial Decision Making

. Importance of TIF Generator
. How TIF Pays for Cost

. Methods of Financing
-Accrual & Borrowing

. Cost Recovery and TID Closure
. Gap Analysis




TIF Process
o Land Use and TIF decisions made simultaneously

Key TIF Underwriting Policies:

TID creations or amendments must have at least $3 MIL TIF
‘generator”

A project requiring a TID creation or amendment must meet the
“but for” prior to TID being amended or created.

“But for” standard is determined through gap analysis

The “50% Rule” — a project is eligible for up to 50% of TIF it
generates

Developer equity must equal or exceed TIF loaned to the project.




Does every project
get TIF assistance?

Not always. TIF Policy outlines
Its objectives, priorities and
practices concerning the use of
TIF.

Some projects are more desirable than
others because they meet one or more
of these TIF Policy objectives.




= Near-term private development projects, called “TID
generators” are essential to generate immediate tax
Increment that jump-starts a new TID.

=@ Madison TIF Policy requires that new TIDs have at
least a $3 million TID generator.

m Expenditures in the TID Project Plan are conservatively
timed upon such generators.




Project Cost

Tax Increments Accumulated Tax Increments
Repay City Debt Pay for Cost




Estimated
Increment

Accumulated
Increment
Method

Discounted

Value of
Dollar

Borrowed
Funds
Method

$0

$0

$0

$210,000

$210,000

.95

$199,500

$420,000

$630,000

.90

$567,000

$425,000

$1,055,000

.85

$896,750

5

$430,000

$1,485,000

.80

$1,188,000

Increment may be spent as
It 1S collected or accrues

Or..borrow funds based on the
discounted value of tax
Increments collected over time.




Funds Borrowed $2,000,000

Year1 Year 2

1. Excess increment is
deposited in a special
debt service account.

10 Years, 5% Interest

Year 3 Year 4 Aars Year 6 Year 7

Balance Owed (P&l)

2,550,000 2,550,000
Tax Increment - 420,000
Annual Principal Pmt - (200,000)
Annual Interest Pmt. - (100,000)

2,250,000 1,960,0 1,680,000 1,410,000 1,150,000
430,000 440000 550,000 650,000 750,000
(200,000) (200,000)  (200,000)  (200,000)  (200,000)
(90,000) /(80,000)  (70,000) (60,000)  (50,000)

Total Payment (300,000)

Excess Increment - 120,000
Accrued Excess Increment 120,000

Accrued Excess Increment Yr. 7 1,590,000
Balance Owed (P&l) (1,150,000)
Residual Tax Increment 440,000 e—‘

3. A portion of the
residual tax increment is
distributed to each tax
jurisdiction when the TID
closes.

0,000)/ (280,000)  (270,000) (260,000) (250,000)
140,000 160,000 280,000 390,000 500,000

260,000 420,000 700,000 1,090,000 1,590,000 < |

2. When enough excess
iIncrements accrue to
make the remaining
principal and interest
payments, the TID
closes.




So... in return for foregoing their portions of the levy on value
growth, overlying tax jurisdictions benefit by increased tax
revenues when a TID closes.

15,000,000
$16,000,000

Incremental Value

Total Value Upon
TID Closure

Taxes:

City

County

School District
Technical College

96,000
113,000
225,000

16,000

Total Tax Levy $450,000

$ 90,000 increase (16x)
$103,000 increase (10x)
$212,000 increase (17x)
$ 15,000 increase (16x)




Without TIF, the /But what if we \
schools would wait? Don’t our

receive their share schools need
of the levy with those levy
perhaps, modest revenues right
growth. \ now?

TIF’s objective Is to increase that
levy through significant value
growth.

Finally, TIF is budget-neutral for schools, i.e.

a reduction in value growth = increased by state
aid.

Conversely, increased value at TID closure =
reduced state aid.




Property Value
Taxes Levied*

% Value Growth
*Constant mill rate

Taxes

City

County
Schools

Tech. College
Total Levy

$1,000,000
30,000
2%

$6,000
10,000
13,000
1,000
$30,000

$1,020,000
30,600
2%

$6,120
10,200
13,260
1,020
$30,600

$1,040,000
31,200
2%

$6,240
10,400
13,520
1,040
$31,200

$1,060,000
31,800
2%

$6,360
10,600
13,780
1,060
$31,800

In this case, the benefit of a $450,000 future tax levy with TIF
outweighs foregoing 2% value growth without TIF.




By proving that a “but for” condition exists.
We do this through gap analysis.




Step 1: Estimate available TIF.

m Value estimate is important. Value drives the amount of tax increment.

m The City estimates increment generated by either a project or a TID in a
document called a “TIF Run.”

Step 2: Analyze sources and uses (cost).

m Loans, Equity, lending ratios etc. Are they standard?
m Verify costs, ratios, industry standards for soft costs, fees

Step 3: Define the gap, present the “but for” finding.

m Gap exists when cost exceeds funding sources
m Gap is demonstrated by numbers, not a developer incentive
@ No gap = no TIF. No questions.

Step 4: Audit the project at completion

m If actual numbers are different, developer repays difference
m Keep data for comparison




TIF Incrrment Prejection
TID # 22 - Block 51 Phase ] - with £43.0590,000 of Incremental Developmeant Today {22 Broom 5t Condaos)

INCREMENT CALCULATION : AWAILABLE FOR ASSISTANCE

DIETRICT FROJECT IMGREMENTAL INCREMENT
WALUE VALUE VALUE INCREMENT AFTER PRESENRT
ASDE.JAN A1 ALED AS DF TANA REVEHUE COYFRAGE WAl HF
T 1,520,000 7 8 :
o BT R Exnvgocn 1874 A0
56,775.5T14 9,194,000 R

4E, 705,335 45,272,329 )
47,650,435 44,306,435 874,047
L5 02 T And ik ned  (LCA A A2, 755 4R, RFA5I5 075,867
272,509 648 4r2 210,527 0.0193% 45,564,030 A5, CED 2Z2rEn
FRZI0CeE 23 407085043 061847 B, 856,241 47 823 381 220, 482
25735297774 DM0,742,006 001944 01,506,454 4B, 533,458 g e
20357200540 551,178,623 [INRF-YE Dz 007 Fay A0 36 AT i v 54
A2,037,533.278 LR 40527 0.C1849E 55,648,743 0,416,745 Q% EEd
3t BRVHEEET  UAASIEI00 UG8 B,V THY 51,964, 74T 3 4G a0, PPN
A8,750,172.504 N RS | OLEAYE CRER O 1) B30k, L a7 502 458,031 208, 264
AW ITEIAZAS E21AD5EE DO1TET 56 2T, 50 54,200,515 439777 4B, 5am 10 HET
X021 EATENE  BWNZME ORITM B2z BB, 20T 94142 100,718 142 o
45,196,595 458 gTE 102,581 O.E15r2 54,283,831 56,3400.551 4808 41,558 170,80%
AXFOBETEIE  EDA0B5334  DC1EAD 50,5 T840 57 S, Az g4£4.704 at2 a5z 130, 0u2
A5AEES4400E  FRAMAIZ DC16I0 21,526,660 5E.447,£50 B4R ATEAET 144,789
ATETS UG FSEB42EE  0.01570 53,550,374 6D, 126,222 94T E0T 473,354 140,226
AP VRLEEH  fSSRESIE0 D01 54,116,404 B, 409 g ais 474,743 151,250
EAJORAATAS]  RIT.T5E4R 001520 &5 708,737 R2.fS 717 261,045 475,325 127,335
57 20,206 08 BELL A AT2 Q31431 268,706,712 B33 TiZ 392.520 476,239 115,232
: 43,090,000 AT GG FT 833524 4,157,150

W= 33142808 4,157,150
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5/24/00 City of Madison

Gap Analysis for TIF Assistance

Capital Point Cendominiums (Block 100) FivAL
RS

Adjuste:

533,000 S 2678000 ' Tnciodes: ‘
18,372,000 $ 18,122,000 51,983,000 - Parkside
575,000 _ s 575000 795,000 - Bucks (§145,000 over Sudget)
$
$

. . Cost is high. Must reduce
1,825,000 |- Tinciudes: $850,00 1,825,000 by §250,000.

3,863,000 developer fee.

27,358,000

3,863,000

| d J'\ ¢ 27,263,000 Includes Condingendies:
\ \r\'{ [H3 5250,000 - Holding €ost
Adjusted’ $1.50,000 - Affordable Renovation
ST - 5350,000 - Misc. contingency
2,258,000 2,258,000 175,000 - Buck's Relozation
342,000 342,000

500,000 500,000 "
400,000 -

.

Staff does notinclude
deferred developer fees
- as equity.

3,500,000 3,100,000
|- [City profit allewance is 12% per!
year.

- - Ty - -~ "[staff adjusted return
% i Adgustedsiy |‘Peﬂfﬂf_|’ Dercentage to 12% per year
g27.000 s 11,308 001§ & 9073 over 2 yrs. {24%),

448, $ 310,329 215 Adjusted gap is not a TIF
27,386,000 | $ (333,756) 27,263,000 | 5 332,475 commitment. Sée After TIF
.921,0400] § (25,427} (18253000 §  (22,261) Pro Forma.

(827,000)] § (11,305) {744,000} $/(9,D73)
$ (34,732) (2,565,390)| § (31.334)

column, the In this column, the
project City makes
numbers are adjustments based
analyzed. on market data.




5{24/00 City of Madison
Gap Analysis for TIF Assistance

Capital Point Condominiums (Block 100) n4i
e

/[Includes housing and /|TIF shall not write-dowm
- al units. sales prices.

| S
2932258 166.10 293,225

AFTER TIF PRO FORMA

j4512 T | [WSPfor %6

stalis (6.5% /CEDU analysis
broker fee).

P |determined
326598 1942 1,198,988 18,025 $18,000 as
feasible market
2258012 |8 13145 837548 | | 217,798 | |threshold for land

cests.

- 14,512

$ 48329|$ 2875 / 48,329

$ 20,062 454,280 14,512
Avg. Profit (Loss)URR| 5 {21,315)B i 2,491,816

>The profit (loss) per unit The profit per unit after
before TIF assistance is receivirg TIF assistang

provided. should equal the Targbt
SOURCES AND USES Profit.

1 : : ! ____oegs;e_d__ s assistancedargets to reach the
IS 521,020,000 . 21,671,164 e et et
$3,500,000 3,100,000

section | | smom <00 This section

527,263,000 27,263,000

analyzes analyzes and
82.63% 85.19%

and b | e == adjusts profit b

12.79% 11.37%

. IE 10.04% 9.14%
adjusts B o - - 2729540
sources

: ‘ d ; $ 2492000
and i G 27,368,000 27,263,000 ‘

uses The gap finding is the result
of all adjustments to
sources, uses and profit




36 TIDs created since 1977.

No failed TIDs—lI.e. increment is repaying debt
12 active TIDs

$95 million of TIF invested in 68 projects

$1.3 billion of growth in all active TIDs.
Average TID Life: 12 years

Residual Increment Distributed By TID Closings: $21.3 million

Residual Increment Distributed to Schools By TID Closings: $9.7
million




TIF Districts
q? City of Madison Boundary
23 Capitol Square North
@ 25 Wilson Street Corridor
27 Broadway
-':E’f‘ 29 Allied Drive
32 Upper State St
33 Monroe St
35 Todd Dr

36 Capitol Gateway
- 37 Union Corners
- 38 Badger Ann Park
C) 39 Stoughton Rd

-40 Northside

Tokay Blvd
Odana Rd

29 Allied Drive

Midvale Blvd

{

1 33 Monroe Strest

‘ 23 Capitol Square

l 32 Upper State Street
\

Regent St

//I‘

7

Tk = =2
‘ 38 Badger Ann Park J

TIF Districts
City of Madison

2010 %

— L Il B 1 Miles
40 Northside | N T T

130]

L 190/

™ 37 Union Corners I

: age Grove Rd
Capitol Gateway :

e | 39 Stoughton Rd |
25 Wilson Street Corridor g —

| 27 Broadway
e

=
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TIF District
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More questions contact:
Joe Gromacki
TIF Coordinator
City of Madison, WI

215 Dr. Martin Luther King Jr. Blvd

Madison 53701
(608) 267-8724

jgromacki@cityofmadison.com



mailto:Jgromacki@cityofmadison.com

	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 30

