MEMORANDUM

TO:

Frank Salvato, City Manager

FROM:
Bob van Til, AICP



Director of Community Development

RE:

TIF Zone #1 Update

DATE:

January 19, 2005

The purpose of this memo is to provide you and the City Council with an update as to the status of the creation of the Downtown Tax Increment Reinvestment Zone or Tax Increment Financing Zone (TIRZ or TIF).

A Tax Increment Reinvestment Zone (TIRZ), otherwise known as a Tax Increment Financing District (TIF district), is an economic development tool used to finance public improvements in a specific geographic area.

In its simplest form, a TIF district “freezes” the property values in an area establishing base year property values. In subsequent years, as the property values increase, the difference between the base year values and the increased values becomes the “increment”. This incremental value is taxed at the current tax rate established by the City and deposited into a TIF fund. The base value is also taxed at the City’s current tax rate, but that revenue goes to the City’s general fund.

Two key documents are required for the development of the TIF zone: the financing and project plan and the ordinance creating the zone.

The financing and project plan identifies, in essence, the amount of projected revenue for the TIF fund and the purposes for which the funds will be expended.

To date, the Staff developed the preliminary finance and project plan and the draft TIF ordinance. The Economic Restructuring Committee of the Main Street Board reviewed these two documents. The Economic Restructuring Committee has recommended approval of the plan and the ordinance to the Main Street Board. The Main Street Board is scheduled to make a recommendation to the City Council during their regular meeting in February (2/3/05).

Highlights of the plan include:

1. That the proposed district is approximately 128 acres

2. Its value of the zone is approximately $29,604,000 or 5.7% (2004)

3. 8.49% of the proposed zone is residential

4. 49.4% of the proposed zone is non-residential

5. 7.77% of the proposed zone is exempt, governmental

6. 2.10% of the proposed zone is exempt, other (churches, etc)

7. 32.24% of the proposed zone is vacant.

8. That the district will generate approximately $3.2 to $5.4 million, assuming a 3% growth rate in property valuation over 30 years for the City and 25 years for the County (assuming the County will participate)

9. Expenditures in the zone will include approximately $4,000,000 of public improvements such as Infrastructure improvements, beatification, and local matches for grants, and economic development assistance.

Attached are:

1. The preliminary financing and project plan

2. The TIF ordinance

3. The proposed adoption schedule  

As you can see from the schedule, assuming all goes according to plan, the Zone could be created in May 2005.

Please feel free to let me know if you have any questions or concerns by contacting me at 352-5990 or at bob.vantil@ci.taylor.tx.us
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