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Section 1

What is Tax Increment Financing?

Tax Increment Financing (TIF) is a tool to finance public improvements within a defined geographic area. The improvements should enhance the environment and attract new investment. The statutes governing tax increment financing are in Chapter 311 of the Texas tax Code.

A municipality makes an area eligible for tax increment financing by designating a “reinvestment zone,” also know as a “tax increment reinvestment zone” or “TIF zone.” Costs of selected public improvements within the reinvestment zone may be paid by current or future tax revenues flowing from redeveloped or depreciated real properties in the zone. The additional tax dollars generated by growth of real property value in the Zone are referred to as the “tax increment.” These dollars flow to a tax increment fund for a specified period of years. Money flowing to the fund each year is disbursed according to a plan and agreements approved by the TIF Board as set by the ordinance designating the zone.

Exhibit A shows how tax revenues from real properties in a reinvestment zone flow to taxing jurisdictions and a tax increment fund. Exhibit A assumes real property values in the zone rise after the zone’s designation. 

Exhibit A

Real Property Tax Revenue with Tax Increment Financing
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Only cities can create reinvestment zones to tax increment financing. Once created, school districts, counties, hospital districts, and college districts may participate, usually as provided in a participation agreement. Each taxing unit may chose to dedicate to the fund all, a portion, or none of the additional tax revenue attributable to increased real property in the zone.

Inclusion of a property in a reinvestment zone does not change the tax rates for the property. Tax rates in a reinvestment zone are the same as tax rates outside the reinvestment zone, with the same set of taxing jurisdictions.

This Tax Increment Reinvestment Zone is the first such zone that the city of Taylor has considered to encourage reinvestment and economic development.

History and Trends in the Downtown Area

Taylor’s history reaches back to the early 1700’s. By 1746, a mission had been established on the San Gabriel River. This and several other missions lasted until 1756 when drought, mismanagement, disease, and Apache attacks caused their removal.

In 1876, the International and Great Northern Railroad (I+GN) reached the present location of Taylor, then known as Taylorville, named after Edward Moses Taylor. Mr. Taylor was an official and part owner of the I+GN.

By 1878, Taylor has over 1,000 residents, four hotels, many private boarding houses, three lumber yards, two drug stores, a livery stable, two saddlery shops, two blacksmith shops, one hardware store, ten general merchandise stores, and many other small businesses. There were representative churches of almost all major Christian denominations.

Between May of 1878 and February 1879 the several businesses in the downtown area burned, claiming many of the major institutions in the City.

In 1882, the Missouri, Kansas and Texas rail line was extended to Taylor. Since Taylor was the terminus of the Katy, and crews of both lines were changed here, Taylor became the headquarters and home of many railroad men.

In 1887, Taylorville became officially known as Taylor, following its formal incorporation in 1882.

As mentioned above, Taylor’s population was approximately 1,000 in 1878. In 1890, the population was estimated to be at approximately 2,584. Below is a graph of the population trends since 1950, as recorded by the US Census Bureau.
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In 1999, the city of Taylor reinstated the Taylor Main Street Program. The purpose of the Main Street program is to encourage the revitalization of downtowns. In other words, the goal of the program is to encourage economic development in the context of historic preservation.

The city of Taylor has evolved from being the economic center of Williamson County to a suburb of what have become larger urbanized areas such as Austin, Round Rock, Georgetown, etc. In addition, with the advent of the automobile, relatively inexpensive fuel prices, and the emergence of urban and suburban sprawl, the downtown area has in the last three to four decades experienced a trend of disinvestments. Today, approximately 70 percent of Taylor’s workforce commutes to jobs outside of Taylor. To highlight the trend of disinvestment in the downtown area: in the last five years over $36 million of new capital investment was made in the city, of which only $2.2 was made in the downtown area.

Section 2

The Zone

Boundaries

Exhibit B is a map of Tax Increment Reinvestment Zone #1.

Where zone boundaries follow streets, the boundaries extend to the far sides of the public right-of-way, measured from the center of the zone. Inclusion of the rights-of-way allows potential use of funds for improvements in those rights-of-way.

Boundaries are drawn with the intent to:

1. Address the issues identified in the city’s Economic Development chapter of the Comprehensive Plan

2. Address the issues addressed in the Main Street Program’s Strategic Plan

3. Limit the percentage of land area currently used for residential purposes to a percentage less than 10 percent, according to the requirements of Chapter 311 of the Texas Tax Code.

4. Includes sites in and near Downtown with good potential for development and use of the tax increment financing tool during the term of the zone

5. Maintain contiguity, as required by the law

6. Limit the percentage of the taxable value of real property of the zone to no more than 15 percent of the appraised real value of the City, according to the requirements of Chapter 311 of the Texas Tax Code.

Composition of the Zone

The zone consists of approximately 128 acres. The 2004 taxable value of the zone is approximately $23,653,239. This represents approximately 4.23% of the total city’s taxable value.

The following graphs provide a general profile of the zone.

	
	Acres
	Percentage

	Residential
	10.79
	8.45%

	Non-residential
	63.07
	49.40%

	Exempt, Governmental
	9.92
	7.77%

	Exempt, Other
	2.74
	2.15%

	Vacant
	41.16
	32.24%

	Total
	127.68
	100.00%
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Conditions and Purpose of the Zone

	
	TIF #1 Taxable Values
	

	Tax Year
	
	Percent Change

	2000
	$21,486,248
	

	2001
	$23,118,142
	7.60%

	2002
	$23,684,428
	2.45%

	2003
	$23,650,430
	-0.14%

	2004
	$23,653,239
	0.01%


Conditions contributing to the creation of the zone include disinvestments due to a large number of blighted, abandoned, and functionally obsolete buildings, poor drainage, sub-standard and defective streets, sidewalks, and parking conditions, many small lots with diverse ownership, making site acquisition for redevelopment difficult and time consuming, contaminated property, large number of lots with code violations such as tall grass and trash, the perception that the area will continue to decline in value and in opportunities for investment and commerce.

Alternately, the downtown area is home to numerous governmental, business, and religious institutions. City hall, the Taylor Economic Development Corporation, the US Post Office, the County health clinic, County offices, two major banks, many small businesses, Temple College at Taylor, the recently restored Howard Theatre, the annual Bloomin’ Festival, Heritage Park, many residents and residential structures, many of which are recognized historical buildings, the “Old Bank Building”, and the “Cotton Seed” building both of which are currently on the National Register of Historic Places. The City also received a “streetscaping” grant from the Texas Department of Transportation (TEA – 21) to improve sidewalks, provide landscaping, and install light standards in a 5 block downtown area.

In addition, the City completed a retail market analysis in 2004. This study revealed that a significant amount of disposable income in the City’s trade area could potentially be spent in the downtown area. The table below illustrates the retail trade potential for the downtown area:

	Food at Home
	$55,492,164

	Food Away from Home
	$50,676,816

	Alcoholic Beverages
	$18,306,832

	Smoking Products and Supplies
	$8,184,730

	Personal Care Products and Services
	$9,107,547

	Day Care
	$3,631,850

	Household Furnishings and Services
	$66,328,093

	Housing Expenses
	$9,146,867

	Apparel
	$48,013,149

	Sports and Recreation
	$14,160,226

	Miscellaneous
	$28,968,431

	Education
	$11,125,064

	Automotive
	$94,123,107

	Health Care
	$36,722,071

	Total
	$453,986,947


The addition of the tax increment will provide another source of funding to address the challenges in the downtown area. This economic development tool will also play a role in the attraction of private investment in the area in addition to the other incentives provided by the City and the County.

Section 3


Financial Information

The ability of the tax increment fund to promote development in the Downtown area depends largely on the volume of cash flow to the fund. The attached spreadsheets (Exhibit C) illustrate the projected revenue to the fund based on different growth scenarios.

The recommended base year is 2005. The current taxable value in the zone for 2004 is $23,653,239.

Exhibit D summarizes the projected revenue to the TIF Fund based on the participation of the City, County, and the School District. 

Section 4


Improvements

Vision

The vision for the Taylor Downtown area is one that sees significant private investment, improved public infrastructure, and a changed perception by the general public that investing in the downtown area is a profitable venture.

Methods of Financing

The intent of the TIF fund is to provide the public improvements with out the issuance of debt. As the revue become available, the TIF Board and the City Council will determine the uses of those funds within the parameter of the project plan. Development specific reimbursements will be provided only once the real property values appear on the property tax rolls

Public Improvement Costs

Exhibit E provides a list of planned expenditures from the TIF fund
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Sheet1

		Year		Base Value		Increment		TIF Fund

		Year 1		$10,000,000		$10,200,000		$200,000

		Year 2		$10,000,000		$10,404,000		$404,000

		Year 2		$10,000,000		$10,612,080		$612,080

		Year 3		$10,000,000		$10,824,322		$824,322

		Year 4		$10,000,000		$11,040,808		$1,040,808

		Year 5		$10,000,000		$11,261,624		$1,261,624

		Year 5		$10,000,000		$11,486,857		$1,486,857

		Year 6		$10,000,000		$11,716,594		$1,716,594

		Year 7		$10,000,000		$11,950,926		$1,950,926

		Year 8		$10,000,000		$12,189,944		$2,189,944

		Year 9		$10,000,000		$12,433,743		$2,433,743

		Year 10		$10,000,000		$12,682,418		$2,682,418

		Year 11		$10,000,000		$12,936,066		$2,936,066

		Year 12		$10,000,000		$13,194,788		$3,194,788

		Year 13		$10,000,000		$13,458,683		$3,458,683

		Year 14		$10,000,000		$13,727,857		$3,727,857

		Year 15		$10,000,000		$14,002,414		$4,002,414

		Year 16		$10,000,000		$14,282,462		$4,282,462

		Year 17		$10,000,000		$14,568,112		$4,568,112

		Year 18		$10,000,000		$14,859,474		$4,859,474

		Year 19		$10,000,000		$15,156,663		$5,156,663

		Year 20		$10,000,000		$15,459,797		$5,459,797
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