SEHLERS

- PUBLIC FINANCE ADVISORS

TIF 201

Applied Tax Increment Financing




Session Goals

« Use actual case study & follow it through steps/ processes
comprising a typical TIF project (PAYGO = main example)

« Understand how to follow & process projects from a staff
perspective

 Dig deeper into “mechanics” & details that come along with
administering TIF projects

« Leave with understanding how to apply TIF for projects in
your community
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TIF Project Process Summary

Develop a
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District &

Calculate TIF Draft term

and Conduct sheet and/or

gap analysis TIF
(City) agreement

Certification
of TIF
District

Application
and escrow
received

Policy &
application
process

approve
agreement
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TIF Project Process Summary, continued...

Construction
completion
Construction and/or

. Semi-annual
Document Issuance of Collection of

e ayments
A qualified PAYGO TIF tax P
commences qualified costs note increment made on TIF

costs note
incurred
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The Project-Reeve at Lakeside: Robbinsdale

* T118-unit market rate
rental project located on
Twin Lakes

* Redevelopment of
existing office building

 $31 million total
development cost

« Developed by Reuter
Walton

E EHLERS



Business Assistance: Policy & Application

Policy prepared in advance working with community and
elected officials

v Required per MN statues 116J.993 - 116J.995

v Often the outcome of economic development planning

Application for assistance

v' Establishes a formal process for review and requires developer
to submit necessary information to evaluate request

Include developer fee policy: Developer covers cost of TIF
related items

E EHLERS



Developer Application

* |Includes project details
v’ Site information
v" Full set of financial projections (pro forma)
v' Site plan, building elevations, floor plans, amenities, materials
v ldentification of financial need
« Developer submits fee, or escrow, with application

v’ Fee covers third party costs for review & implementation

E EHLERS



Calculation of TIF: Tax Rates & Base Value

DistrictType: Redevelopment Iax Hates

District Mameumibser:

County District # Exempt Class Rate (Exempt) 0.00%
First Year Construction or inflation on Value 20 Comercial Indusinal Prefiemed Class Rate (T Pref.)

Existing District - Specify No, Years Remaining Firt  $150,000 1.50%
InMation Rare - Every Yesr 000% Ower  $150,000 2.00%
Intefest Rl 175% Commercial Indusirial Class Rabe (CT) 2.00%
Present \alue Date 1-Aug 22 Rental Housing Class Rate (Rental) 1.25%
First Pemod Ending 1+Felb-23 Affordabde Renlal Housing Class Rate (Aff. Rental)

Tax Year Distnct was Cortified: Pay 203 First $174.000 0.75%
Cashiiow Assumes First Tax Increment For Developmen ek Ower 174,000 0.25%
Waars of Tax Incremernt 26 Mon-Homestemad FResibential (Mon-H Fes. 1 Unit)

Assurmes Last Year of Tax Increment 2048 First 5500000 1.00%
Fiscal Disparities Eleclion [Outside (A), Inside (B). or W/ Inside(B) Ower 500,000 1.25%
Incrermental of Total Fscal Disparnilies ’ Al Homeshead Residential Class Rate (Hmsid. Res.)

Fiscal Disparities Contnbution Ratio J.8446%  Pay 201 First  $500,000 1.00%
Fiscal Disparites Metro-Wide Tax Rate 170.5040% Pay 20 Ower  $500,000 1.25%
Maximum/Frozen Local Tax Rate: 124 538%  Pay 201 Agricultural Nor-Homestead 1.00%

Lasrenl LOC |80 Hale (LPhi Nessst OF LASTenl oF Mg ) T84 0% Fay 200
Siate-wide Tax Rate (Commuind. only used Tor iotalfaxe  35.9700% Pay 2021
Market Value Tax Rate (Used for iolal taxes) 0.24121%  Pay 20N

BASE VALUE INFORMATION

Land Market Market o Walue Used Original Original Tax Original Adter COnversion Aren
Map I PID Crwmer Address Market Valus Value Valus fior District Market Value  Market Value Class Tax Capacity Comversion Orig. Tax Cap. Phase
1 10-118-21-33-p025 &L Tagmi 4300 Laks Road B D00 H1. DO 1, b Do 100 R R Fay AL T Pred A1 650 Feneal o] 1
808,000 12000 1,60, 00 1,620,000 31650 20,250
o,
Base valuss are for pay 203 based upon review of County website on 3-25-21.
2. Located in 5D #2B1 and W5 #8
~EHLERS g
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Calculation of TIF: valuation Assumptions

PROJECT INFORMATION (Project Tax Capacity)

1 Apartments

Estimated Taxable Total Taxable Property Percentage Percentage Percentage
Market Value  Market Value Total Market Tax Project Project Tax Completed Completed Completed
Area/Phase New Use it Per Sq. Ft./Unit Sq. Ft./Units Value Class Tax Capacity  Capacity/Unit

Percentage
Completed

205,000 205,000 118 24,190,000 Rental 302,375 2,563 25% 100% 100% 100%
TOTAL 24,190,000 T T 2y
Subtotal Residential 118 24,190,000 ( 302,375 )
Subtotal Commercial/lnd. 0 0 —p
TAX CALCULATIONS
Total Fiscal Local Local Fiscal State-wide Market
Tax Disparities Tax Property Disparities Property Value Total Taxes Per
New Use Capacity Tax Capacity Capacity Taxes Taxes Taxes Taxes Sq. Ft./Unit
Apartments 302,375 0 302,375 376,572 0 0 58,349 434,920 3,685.77
TOTAL 302,375 0 302,375 376,572 0 0 58,349 e 434,920 4

« Confirm assessed valuation potential
v' Similar projects
v' Conversations with local assessors
 Timing of construction

v Affects when TIF will be collected
EEHLERS
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Cash Flows: What to Exclude?

TIF EXCLUSIONS

Total Property Taxes $434,920
Less State-wide Taxes O
Less Fiscal Disparity Adjustment O
Less Market Value Taxes ($58,349)
Less Base Value Taxes ($25,219)

Annual Gross TIF $351,353

E EHLERS



Cashflows: How It Ties Out

TAX INCREMENT CASH FLOW

Project Criginal Fiacal Captured Lecal Annual Sami-Annual State Admin. Semi-Annual Semi-Annual | PERIOD
% ol Tax Tax Disparilies Tax Tax Gross Tax Gross Tax & pdites al Mel Tax Prasent EMOMNG  Tax Payrenl
QTC Capacity Capacity Incremantal Capacity Rate Incremant Incremant 0.36% 10% Incremant Value Yrs. Yaar Date
= = - = CADES
100% fohad (20250 i 5dd 124.038% SE, 924 4 462 1124 (434 ) G204 29007 0. 2023 &S
24 462 1124 (o434 d0.80d 99 006 1 023 A
1004 al2 5 [20.250) 282 125 124 G38%, A51,353 1566 1832) (14504 147 540 204 264 1.5 2024 &2
145,658 1632) (17504 1ad. 540 448 530 24 2024 CEIDEDL
1004 402 530 [20.250) 282 120 T124.038% 201,808 1/0,678 1532) (14504 1af.40 LY Mbd 2.8 202 GEDNEL
105,676 18332) (14504 14f 540 G2d DEd 3 202h ENE
1004, a2 50 [20.250]) 282 125 124 G38%, 351,353 1566 1832) (14504 147 540 B2 BBR 3.5 226 EDNe
145,658 1232)] [1¢. 504 1ad.b40 897 103 4 2026 CEDNES
100% 402 500 [20.250) AE2 120 134 . 558% A0, 382 105,6FE 1532) (17504 147 540 1,027 984 4.5 20270 0EDES
175,678 16332) (14 .504) 147 540 1,146 408 & 02 EmMee
1004, a2 300 [20.250) 282 125 124 G38%, A51,353 1r56fE 1832) [1F.504) 147 540 1,282 464 5.5 2028 CEDZR
15678 1832] (17504 147 540 1,408 2049 & 2028 ke
100% A02ETE [20,250) - 282125 124.538% 351,353 17E6TE [G32) [17.504) 167 540 4,430 558 225 2B CEI0ME
175,676 1532] (17 504 157 540 4 296 456 23 s OFDEE
100% A02.3TE [20,250) - 282125 124.538% 351,353 175,670 [E32) [17.504) 157 540 4,961.053 235 ZME 0E04E
175,676 [B32) [17.504) 167.540 4,624 451 24 2045 C201MMT
100% a02 375 [0 250) 22125 174 538% 351,353 175676 1637] (17 504 167 540 4 A6 G2 - ) 047 0EmMAT
175,676 [G32) [17.504) 167 540 4,747 7G58 25 2047 02001748
100%: 302375 [20.250) 282125 124 538% 351,353 175,676 [B32) [17.504) 167.540 4,807,750 265 20dE  CED14E
175,676 [B32] (17 504) 157 540 4,056 S6E 26 Z0dE  03014E
Total & 852,745 (31.870) [B82.08T) 7238 TET
Present Value From 08012022 Present Value Rale 3.75% 5,426,857 (18,537 [540.732) 4 BEG SBE
Project and Base
Tax Capacities
N
~EHLERS .
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Cashflows: What is Available?

TAX INCREMENT CASH FLOW

Project Criginal Fiacal Captured Lecal Annual Sami-Annual State Admin. Semi-Annual Semi-Annual | PERIOD

% ol Tax Tax Disparilies Tax Tax Gross Tax Gross Tax & pdites al Mel Tax Prasent EMOMNG  Tax Payrenl

QTC Capacity Capacity Incremantal Capacity Rate Incremant Incremant 0.36% 10% Incremant Value Yrs. Yaar Date
= = - = CADES
100% fohad (20250 i 5dd 124.038% SE, 924 4 462 1124 (434 ) G204 29007 0. 2023 &S
24 462 1124 (o434 d0.80d 99 006 1 023 A
1004 al2 5 [20.250) 282 125 124 G38%, A51,353 1566 1832) (14504 147 540 204 264 1.5 2024 &2
145,658 1632) (17504 1ad. 540 448 530 24 2024 CEIDEDL
1004 402 530 [20.250) 282 120 T124.038% 201,808 1/0,678 1532) (14504 1af.40 LY Mbd 2.8 202 GEDNEL
105,676 18332) (14504 14f 540 G2d DEd 3 202h ENE
1004, a2 50 [20.250]) 282 125 124 G38%, 351,353 1566 1832) (14504 147 540 B2 BBR 3.5 226 EDNe
145,658 1232)] [1¢. 504 1ad.b40 897 103 4 2026 CEDNES
100% 402 500 [20.250) AE2 120 134 . 558% A0, 382 105,6FE 1532) (17504 147 540 1,027 984 4.4 20270 0EDES
175,678 16332) (14 .504) 147 540 1,146 408 & 02 EmMee
1004, a2 300 [20.250) 282 125 124 G38%, A51,353 1r56fE 1832) [1F.504) 147 540 1,282 464 5.5 2028 CEDZR
15678 1832] (17504 147 540 1,408 2049 & 2028 ke
100% A02ETE [20,250) - 282125 124.538% 351,353 17E6TE [G32) [17.504) 157 540 4,430 558 225 2B CEI0ME
175,676 1532] (17 504 157 540 4 296 456 23 s OFDEE
100% A02.3TE [20,250) - 282125 124.538% 351,353 175,670 [E32) [17.504) 157 540 4,961.053 235 ZME 0E04E
175,676 [B32) [17.504) 167.540 4,624 451 24 2046 Q0147
100% a02 375 [0 250) 22125 174 538% 351,353 175676 1637] (17 504 167 540 4 A6 G2 - ) 047 0EmMAT
175,676 [G32) [17.504) 167 540 4,747 7G58 25 2047 02/0104E
100%: 302375 [20.280) 282125 124 538% 351,353 175,676 [B32) [1? Eod) 1.37 540 4,807,750 265 20dE  CED14E
175,676 [B32] 4,056 S6E 26 Z0dE  03014E

Total & 852,745 (31.870) {EEZ [OET) T. 933 T&T )
Present Value From 0BN01/2022  Present Value Rale 3.75% 5,426,857 (18,537 [540.732) 4 BEG SBE

City may retain 10%
for administration

Im.EHLER.‘:'i
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Pro Forma Analysis: How Much is Enough?

Review developer’s application & financial information to
establish appropriate level of public assistance

v’ pro forma analysis
v Often referred to as “but for” test

 Ensure project qualifies for proposed type of assistance
v' Default format is Pay-As-You-Go
« Maximize private funding sources

« Minimize public assistance needed to make a project
financially feasible

E EHLERS
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Pro Forma Analysis: How Much is Enough?

SOURCES

Pct. Per Unit
First Mor 096 59.4% 156,086
<M 10.6% 27,797
Equity 30.0% 78,807
TOTAL SOURCES 30,997,280 100% 262,689

Acquisition Costs

Construction Costs

Professional Services

Financing Costs

Developer Fee
TOTAL USES

Pct. Per Unit
7.9% 20,763
79.9% 209,870
5.2% 13,550
4.1% 10,855
2.9% 7,651
30,997,280 100% 262,689

E EHLERS

Analysis confirmed that
assumptions meet industry
standards

Developer seeking 7% vield
on cost return for project

Yield on cost without
assistance was 4.8%

$3.28 million PAYGO get
developer to 6.8% YOC

v' 15-year repayment



Term Sheet / TIF Agreement

Specifies terms & conditions under which the municipality
will pay increment collected in the TIF district to the
developer

Includes assistance identified through pro forma analysis

v' Drafted by City/EDA attorney with review, comment by
developer

Can start with Term Sheet as initial step
Final agreement governs all obligations in the TIF project

|s often drafted during the TIF district creation process

E EHLERS
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TIF Process: Notices

= sz

Notice to County TIF Plan with fiscal
Commissioner 30 iImpacts to County &
days prior to hearing School Districts 30
notice publication days prior to public
hearing

E EHLERS

Hearing notice
publication at least
10 days prior to
hearing




TIF Process: Public Hearing

 Council holds public hearing, considers
resolution to adopt TIF plan

v’ Type of district
v' But-for finding (from pro forma analysis)

v' District conforms to general
development plan

v' Plan affords maximum opportunity for
city’s development needs

E EHLERS
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TIF Process: Certification

« Administrative step that informs the County, OSA &
Department of Revenue that a new district exists

v County will have all the specifics it needs to calculate &
segregate increment for delivery to municipality

* |Includes collection of resolutions, hearing notices,
agreements & other items documenting actions

 All items sent to appropriate agencies

E EHLERS



Commencement of Construction

« Construction may commence
any time after public hearing
Is held for creation of the TIF
district

v’ Earlier commencement may
open argument that the “but
for” test was not met

« TIF agreement will specify a
date for both commencement
& completion of the project

E EHLERS




Commencement & Completion

« Must complete project by date Mﬁ-.-r;'

specified in TIF agreement

v’ Typically, no TIF note issued
until completion

« Completion is often defined by
Issuance of a certificate of
occupancy

 Next steps are documenting
qualified costs & issuance of
TIF note

E EHLERS
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Commencement & Completion
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Qualified Cost Documentation

« TIF may only be spent on qualified costs

 Costs must be verified & documented before issuance of any
TIF note

v' Documented costs must be at least as much as the TIF note
amount to issue full note amount

v Documentation includes invoices for work performed &
evidence of payment for that work

» Settlement statement works for property acquisition

» AlA draw documents typical for other costs

E EHLERS .



Issuance of TIF Note

« Conditions of issuance specified in
TIF agreement, typically:
v' Project is complete
v' Qualified costs are documented

v’ Developer financing rate is
confirmed

v All City admin. costs are paid
v' Other special provisions (project
specific)
« Often approved & issued by
resolution of council/EDA

EEHLERS
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Project is Complete & TIF Note Issued

Now what?...

...We wait until increment is received from
£ EHLERS the district to pay the TIF note!



Collection of Tax Increment

Hennepin County Tax Increment Finance Settlements firmert e SR
Taxes Payable 2021 I
et
:::::::: L nber nhear Frar
1142 Alsbsa 2000-8
Corrant Tas: 4,142.73 £14275 0o hT] £,2E3.50
Tl ingue | I, i e [ =8 u]
Ier et an Ralund .00 [ ] ooo o0
Sestlemen: Tuta 4,142.73 4,142.75 0o £,2E3.50
Lesz J% TIF Fee 18,31 19,3 anu 1561
el Az cun Seiled I ﬂﬂ I Dﬂ & 255,67
1143 Aubibinsdale ¥13 Birdvows Flass
Corrant Tas: 152,515.50 15251581 [F oo 305,231.61
Il ireguert T n.im nin s [N s]
it o Ralund .00 [ ] ono 0D
Sestiemaent Tata 152,515.50 152,615.80 non 305,231.61
Le=z 6% TIF boe 549,472 Hd9.42 i 1.073.81
etal A St I j_::,.;-es_;gl I .:u_ual A0, 13078

E EHLERS

v

County calculates and
send increment to City

Part of the semi-annual
tax settlement

Report will show how
much of the settlement is
TIF

Confirm accuracy and
then make PAYGO
payments

25



Making Pay As You Go Payments

« Payments are made semi-annually; Defined in TIF agreement
v' Typically, on August 1, then February 1in the following year
v Payments are timed with county tax settlements

» August 1 payment is made from the June tax settlement

» February 1 payment is made from the December settlement

v Important to confirm compliance with TIF agreement provisions
before payment (income compliance, ongoing operating
covenants)

v' Track payments to ensure no overpayment

E EHLERS .



Making Pay As You Go Payments

puE=—————

Maximum amount $4,200,000 Interest Rate
Note Issue Date 3/8/2021
Final Payment 2/1/2038
Total Tax Tax Increment Cumulative FreerTT t
Interest Due Increment Available at Principle Tax Increment ' °C Balan';:"es Note Balance
Available 90.00% Paid Paid
$ 4 200,000.00

8/1/2021 50,92967 $ 68,771.88 61,894 69 10,965.03 10,965.03 0% 4,189,034 .97 0.5
21112022 6401776 $ 68,772.29 61,895.06 0.00 72.860.09 212270 % 4,189,034 97 1]
8/M1/2022 6297400 5 23566583 21209925 147,002 55 284,959 .33 % 404203243 15

2/1/2023 61,771.24  235,665.83 150,328.01  497,058.58 $ 3,891,704.42 2
8/1/2023 58,504 .21 305,93578 275,342 20 216,838.00 77240078 % 3,674,866.42 25
2/1/2024 56,160.13 305,935.78 275,342 20 219,182.08 1,047,742.99 $ 3,455 684.34 3
8/1/2024 52,236.51 305,93578 275,342 20 223.105.70 1,323,085.19 $ 3,232 57864 35
2/1/2025 4940099 305,935.78 275,342 20 295,941.22 1,598,427 40 $ 3,006,637.42 4
8/1/2025 45,198.95 305,935.78 275,342 20 230,143.26 1.873,769.60 3 2776494 17 45
2/1/2026 42.431.00 305,935.78 275,342.20 232.911.20 2.149,111.81 % 2,543 582 96 5
8/M1/2026 38,237.82 305,935.78 275,342 20 237.104.38 2,424 454.01 3 2,306.478.58 55
21112027 35,248.12 30593578 275,342 20 240,094.09 2.699,796.22 % 2 066,384 .50 6
a8M/2027 31,064.07 305,935.78 275,342 20 244 27813 297513842 3 1,822,106.36 6.5
2/1/2028 27.,84583 30593578 275,342 20 247 496 .37 3.250.480.63 % 1,574,609 99 7
8/1/2028 2380198 305,935.78 275,342.20 251,540.23 3,525 82283 3 1,323,069.77 75
21172029 20,219.45 305,93578 275,342 20 25512276 3.801,165.04 $ 1,067,947 .01 8
8/1/2029 16,054.51 305,935.78 275,342.20 259.287.70 4 076,507 .24 3 808,659.31 85
2/1/2030 12,358.11 305,935.78 275,342 20 262,984.09 4.,351,84945 3 54567522 ]
8/1/2030 8,203.17 305,935.78 275,342.20 267,139.04 4.627,191.65 % 278,536.18 95
2112031 4 25665 305,935.78 275,342 20 271,085.55 4.,902,533.86 3 7.450
Bﬂﬂfﬂ 112.01 305,93578 7,562 63 7.450.62 4.910,096 .49 % 0._00 105
TOTAL 5,809,784.14 4,961,026.15 4,200,000.00 t I

YEHLERS
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Let’s Talk!

E EHLERS



Your Presenters

E EHLERS

Jason Aarsvold
Senior Municipal Advisor

jaarsvold@ehlers-inc.com
(651) 697-8512

Keith Dahl
Municipal Advisor
kdahl@ehlers-inc.com
(651) 697-8539
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Important Disclosures

Ehlers is the joint marketing name of the following affiliated businesses (collectively, the “Affiliates”): Ehlers & Associates, Inc.
("EA”), a municipal advisor registered with the Municipal Securities Rulemaking Board (“MSRB”) and the Securities and
Exchange Commission (“SEC”); Ehlers Investment Partners, LLC (“EIP”), an SEC registered investment adviser; and Bond Trust
Services Corporation (“BTS”), a holder of a limited banking charter issued by the State of Minnesota.

Where an activity requires registration as a municipal advisor pursuant to Section 15B of the Exchange Act of 1934 (Financial
Management Planning and Debt Issuance & Management), such activity is or will be performed by EA; where an activity
requires registration as an investment adviser pursuant to the Investment Advisers Act of 1940 (Investments and Treasury
Management), such activity is or will be performed by EIP; and where an activity requires licensing as a bank pursuant to
applicable state law (paying agent services shown under Debt Issuance & Management), such activity is or will be performed
by BTS. Activities not requiring registration may be performed by any Affiliate.

This communication does not constitute an offer or solicitation for the purchase or sale of any investment (including without
limitation, any municipal financial product, municipal security, or other security) or agreement with respect to any investment
strategy or program. This communication is offered without charge to clients, friends, and prospective clients of the Affiliates
as a source of general information about the services Ehlers provides. This communication is neither advice nor a
recommendation by any Affiliate to any person with respect to any municipal financial product, municipal security, or other
security, as such terms are defined pursuant to Section 15B of the Exchange Act of 1934 and rules of the MSRB. This
communication does not constitute investment advice by any Affiliate that purports to meet the objectives or needs of any
person pursuant to the Investment Advisers Act of 1940 or applicable state law.

EEHLERS )
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