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MEMORANDUM

DATE:

TO:

December 28, 2009
Community Development Authority

FROM: Calvin A. Patterson, Director of Finance & Treasurer

RE:

Report and Analysis of TID #3 Cash Flow Projection

Aftached 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
August 15, 2009.

Summary Conclusions:

1.

Actual deveiopment during the first four years of the TIF District was 164% of the
development assumptions. The assumption that there will be no additional construction in
the TIF District in 2009 or 2010 will reduce the actual development to 104% of the
development assumptions

The growth to date in the increment value has come from the NM project and the ICON
project.

The 2009 annual tax increment significantly exceeded the amount projected in the Project
Plan. However the equalized value in this TIF District appears to have been significantly
overstated for 2009. The overstatement approximates $21 million in valuation. The
Department of Revenue will be giving the Common Council two alternatives for correcting
this issue. The more conservative option has been included in this cash flow projection.

The 27" Street project is the only remaining project to be completed. That project is
dependant on the State's construction schedule and is estimated to be done in 2013.
General expectations are that the cost of this remaining project will be greater than the limit
established for the T!D District and will require an amendment to the project plan and
approval by the Joint Review Board at a future date.

The slowing of the pace of development may result in the need for TIF District #3 to extend
its debt repayment obligations. This can be accomplished by a short term borrowing or an
interfund advance from the City. For projection purposes it is being shown as an interfund
advance without any commitment by the City to provide the advance.

Realization of the assumptions in this TID #3 analysis would result in the TIF District being
funded in the year 2016. The TIF District would then be eligible to close with the tax
increment released for year 2017. By that year the tax base generated will be $142 million
and the tax revenue generated will be $2.9 million with a City share of approximately one
third 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.

Realizing the stated assumptions determine the results of the projection.

The tax rate assumption is based on the actual equalized tax rate in effect in December
2007 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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