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MEMORANDUM

DATE: April 29, 20156

T0: Common Council & Community Development Authority
FROM: Paul Rotzenberg, Director of Finance & Treasurer
RE: Report and Analysis of TID #3 Cash Flow Projection

Attached is a projection of tax increment revenue, expenditures, debt service payments and the net
asset position for TID #3 based upon equalized values released by the Department of Revenue on
July 29, 2015 and the taxes levied in December 2015. The District was formed in June, 2005. An
amended project plan was adopted September 3, 2013 to include additional parcels and extending
the District further North along S. 27" Street. The amended District is located along S 27" Street
from W Sycamore St to just south of West Drexel Ave, and extending west to approximately S 35"
Street. The final year of project expenditures is 2020 and the final year of increment would be 2026.

Summary Conclusions:

1. In September 2013, the District was amended to add 13 parcels with an equalized value of
$53,939,108. This amendment extended the boundary one half mile north along S 27"
street, and will accommodate the City costs for the reconstruction project on S. 27" Street
by the State Dept of Transportation. That project began in 2015 and is scheduled to
complete in 2016. Incentive funds for major development opportunities that may come
along were also included in the Amendment.

2. Actual new development of $72,829,900 is 75% of the original development assumptions.
The 2014 increment was only $44,900. The growth, to date, in increment value has come
mainly from Northwestern Mutual and Franklin Oaks (an ICON project).

3. The September 2013 amendment changed the project to include the updated S. 27" Street
project costs '

4. In 2014, as a result of Act 145, the State changed the funding for the Vocational
Educational system in the state, which reduced the Tax levy for TID's. MATC reduced their
fevy by 36% in 2014 from 2013. That reduced the tax rate for this district 5.5% or $1.35 per
thousand of value in 2014.

5. The S. 27" Street project is the major remaining construction project to be completed. That
project started in 2015. The cost of this project is currently estimated at $4.2 million
including the cost of the half mile of S. 27™ Street north of the District boundary. $650,000
of previously unidentified water main work was identified in 2015 which added to the project
costs. All of these costs were included in the Amended 2013 Project plan. The amended
project plan did provide for developer incentives for major development proposals that
might materialize. All project expenditures must be completed by June 2020, with any debt
service completed by 2025.

6. Total project costs are now estimated at $28,915,608. This compares to the $27,220,000
approved in the Amended Project plan. The approved project plan permits 15% overages
on projected project costs. There remain $2,641,733 of available project cost overages.

7. The slower rate of development and the impact of lower tax rates on the tax increment
generated have resulted in the inadequate cash flow to meet the scheduled debt service.
Additional financing was necessary. This was accomplished by a short term borrowing or
an inter-fund advance from the City. The City advanced $2,200,000 in early 2014 to help




10.

fund the $3.5 million loan payment due March 1, 2014. At December 2015 there are
$1,700,000 of inter-fund advances outstanding.

To fund the 27" Street project, the TID borrowed $3,330,000 in December 2014. With
repayment anticipated by 2018, an interest rate of 1.47% was achieved.

Assuming no additional project costs for development incentives included in the amended
project plan would result in the TIF District being funded through 2023 depending upon the
approved projects actual costs.

Without any need for the Development incentives included in the Amended project plans,
the TIF District would be eligible to close in 2018 with the tax increment released the
following year. By that year the tax increment generated will be about $80 million and the
tax revenue generated will be about $1.86 million with a City share of approximately one
quarter of that amount. The original project plan anticipated full funding of the TIF District in
2017.

The analysis is qualified to the following extent:

1.
2.

Realization that the stated assumptions will determine the resuits of the projection.

The tax rate assumption is based on the actual equalized tax rate in effect in December
2015 less an assumed decline in tax rate of 1.0%. If the tax rate varies from the assumption
it will have either a positive or negative impact on these projections.
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