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Background

Public Finance 2003 - Present
1997-2003 GOED

Advised / financed 50 + TIF's

Large Development Projects
Bell Cheese
CNA
Shuttle Loaders - 4
Retail development
Affordable housing



What i1sa TIF?

51 A disagreement between newlyweds

:1 A powerful tool that can be used by
city / county to promote positive
economic development



Acronym’s

TID - Tax Increment District

The legal boundaries that are established for
the tax increment

TIF - Tax Increment Financing

The financing that results from pledging the tax
Increments to repay any debt associated with
the TID



Why would you establish a TID?

To encourage the redevelopment or
development of deteriorated or blighted
areas

To stimulate economic development by
assisting projects that face public
Infrastructure obstacles



How Does TIF Work?
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Steps Involved for Establishing a TID

1. Determine Project Feasibility

Economic
Benefits

But - For Test

What amount
can the TIF
sustain

Who will be the
borrower

How will the TIF be
classified by the
State of SD



Determine Project Feasibility

Will this TID raise my taxes?

Will the School lose money from the
State Aid Formula?




Local Impact

11 The School’s General Fund and
Taxpayers are held harmless if the TID
IS classified as:

Economic Development
2010 change in law

Industrial



SCHOOL IMPACT

Capital Outlay $3.00
Pension $.30
Special Ed $.20



Steps Involved for Establishing a TID

Tax Increment Plan

Business Plan
Who / What / Where / When / Why

What are the proposed improvements
What are the estimated expenditures

Amount TIF can not exceed



Allowable Project Costs — Smell Test

Capital Costs

Construction of PUBLIC works or improvements
Road, water, sewer, electrical

Clearing or grading of land
Financing Costs
Interest Expense

Real Property Assembly Costs

Actual cost of the acquisition of real or personal
property



Allowable Project Costs

Professional Services
Financial Advisor, Attorney, Engineer, etc.

Administrative Costs

Reasonable time spent by municipal employees in
connection with the implementation of the project plan

Organizational Costs
Environmental impact / studies / borings



EXAMPLE OF TIF COSTS

KIMBALL TIF ELIGIBLE EXPENSES

Land

Road Improvement
Grading of Site
Rail Construction
County Admin Fee
Engineering
Electrical

Total Eligible Costs

SDCL 11-9-15

Actual

$ 2,500,000.00
$ 760,000.00
$ 1,949,081.65
$ 1,500,820.00
$ 100,000.00
$ 165,000.00
$ 1,500,000.00

$8,474,901.65

TIF Requested

760,000.00

100,000.00

$
$
$
$
$
$1,210,000.00

$2,070,000.00




Tax Increment Plan

3. Adopt

City / County formally adopts Tax
Increment Plan and Developer’s
Agreement (if gov’'t is not the
borrower)

File with State of SD



Developers Agreement

1 Most important part of a TIF

:1 Binding document that spells out the
terms and conditions of the TIF

i1 Schools can be part of the Agreement




DEVELOPERS AGREEMENT

Typically includes but not limited to

Roles and responsibility of Developer
Timing of improvements

City / county is a conduit for the TIF revenue

City / county is not liable for any debt
Amount - not to exceed
Amortization can not exceed 20 yrs
Interest Rate - 0%
Termination Date
Flow of funds



DEVELOPERS AGREEMENT

Schools can be part of the Agreement
Revenue can be paid back pro-rata

Example
Capital Outlay / Pension / Special $3.50

Total Mill Levy for TID = $15
$3.50 / $15 = 23%
23% of total TIF revenue would be paid to District



TID’S 2000-2013

Total Increment of outstanding TID
$1,034,518,404

Does not include expired districts
Paid off

Approximately 143 in existence



Total TIFs from 2000-2013
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TIFs from 2000-2013
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WHY ARE THEY SO POPULAR

Limited resources for city / county
Cities live and die by sales tax

County formula is still “frozen” by the property
tax freeze



CONSTRAINTS ON DEVELOPERS

2008 Financial Crisis
Leverage is an ugly word

More Equity...little green bills in a large brown
bag...no substitute for cash

Rising infrastructure costs

Banks do not look at what can go right, but
rather what could go wrong



DEVELOPER

Project Costs
Land $750,000
Building $3,000,000
Infrastructure $500,000
Total $4.250,000

BANK

Assessed Value
Appraised Value
LTV

Loan

Equity

Equity %

$3,750,000
$4,000,000
75%
$3,000,000
$1,250,000
29%

LENDING BASICS



SOURCES

Bank Note $3,000,000 Land

TIF $750,000 Building

Equity $500,000 12% Infrastructure
$4,250,000 Total

USES

$750,000
$3,000,000
$500,000

$4,250,000

BANKING COMPONENT
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Base Value $ 200,000,000
Mill Levy Pay 2014
Revenue Revaluation / Valuation Total
Valuation Year Year Valuation |New Valuation Capital Outlay Pension  Special Ed Mill Total Increment
Growth Incranten Rate*

2014 2015 15% $ 230,000,000 $ 30,000,000 | $ 3.00 $ 030 $ 148 $ 478 |% 143,400.00
2015 2016 10% $ 253,000,000 $ 53,000,000 | $ 3.00 $ 030 $ 148 $ 478 |9% 253,340.00
2016 2017 10% $ 278,300,000 $ 78,300,000 | $ 3.00 $ 030 $ 148 $ 478($ 374,274.00
2017 2018 3% $ 286,649,000 $ 86,649,000 | $ 3.00 $ 030 $ 148 $ 478($ 414,182.22
2018 2019 3% $ 295,248,470 $ 95,248,470 | $ 3.00 $ 030 $ 148 $ 478|9% 455,287.69
2019 2020 3% $ 304,105,924 $ 104,105924 ( $ 3.00 $ 030 $ 148 $ 478 |% 497,626.32
2020 2021 3% $ 313,229,102 $ 113,229,102 | $ 3.00 $ 030 $ 148 $ 478 |9% 541,235.11
2021 2022 3% $ 322,625,975 $ 122,625975( $ 3.00 $ 030 $ 148 $ 478($ 586,152.16
2022 2023 3% $ 332,304,754 $ 132,304,754 ( $ 3.00 $ 030 $ 148 $ 478 $ 632,416.72
2023 2024 3% $ 342,273,897 $ 142,273,897 ( $ 3.00 $ 030 $ 148 $ 4.78|9% 680,069.23
2024 2025 3% $ 352,542,114 $ 152,542,114 $ 3.00 $ 030 $ 148 $ 478|9% 729,151.30
2025 2026 3% $ 363,118,377 $ 163,118,377 $ 3.00 $ 030 $ 148 $ 478 |9% 779,705.84
2026 2027 3% $ 374,011,928 $ 174,011,928 ( $ 3.00 $ 030 $ 148 $ 478($ 831,777.02
2027 2028 3% $ 385,232,286 $ 185,232,286 $ 3.00 $ 030 $ 148 $ 478($ 885,410.33
2028 2029 3% $ 396,789,255 $ 196,789,255 $ 3.00 $ 030 $ 148 $ 4.78|% 940,652.64
2029 2030 3% $ 408,692,932 $ 208,692,932 ( $ 3.00 $ 030 $ 148 $ 478|9% 997,552.22
2030 2031 3% $ 420,953,720 $ 220,953,720 ( $ 3.00 $ 030 $ 148 $ 4.78|% 1,056,158.78
2031 2032 3% $ 433,582,332 $ 233,582,332 ( $ 3.00 $ 030 $ 148 $ 4.78|% 1,116,523.55
2032 2033 3% $ 446,589,802 $ 246,589,802 ( $ 3.00 $ 030 $ 148 $ 4.78|% 1,178,699.25
2033 2034 3% $ 459,987,496 $ 259,987,496 [ $ 3.00 $ 030 $ 148 $ 478 |$ 1,242,740.23
Present Value 4.00% $ 14,336,354.60

* Assumes Mill Levies remain constant for the duration of the TIF

Amount availible for Debt

Capital Outlay Debt Impact

$ 8,844,974.06
$ 5,551,238.95




Debt
If there is no debt / then there is no TIF

Stated time in Developers Agreement

10 or 15 or 20 years -etc...

State Law does not allow a TIF to extend 20 years
past the date of creation

City / County is in the drivers seat at all times



Examples of TIF’s

City of Brookings- Affordable Housing
City of Pierre - Menards

Edmunds County - Ethanol

Sioux Falls - CNA



AFFORDABLE HOUSING




HOUSING UNDER $165K
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MENARDS

Increment went to road improvements
Menards is on the East side of road
School is on the West side of road



EDMUNDS COUNTY
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CNA - PUBLIC / PRIVATE PARTNERSHIP

3B



