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• 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

Session Goals
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• 118-unit market rate 
rental project located on 
Twin Lakes

• Redevelopment of 
existing office building

• $31 million total 
development cost

• Developed by Reuter 
Walton 

The Project-Reeve at Lakeside: Robbinsdale
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• Policy prepared in advance working with community and 
elected officials

 Required per MN statues 116J.993 – 116J.995

 Often the outcome of economic development planning

• Application for assistance

 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

Business Assistance: Policy & Application
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• Includes project details

 Site information

 Full set of financial projections (pro forma)

 Site plan, building elevations, floor plans, amenities, materials

 Identification of financial need  

• Developer submits fee, or escrow, with application

 Fee covers third party costs for review & implementation

Developer Application
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Calculation of TIF: Tax Rates & Base Value
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Calculation of TIF: Valuation Assumptions

Estimated Taxable Total Taxable Property Percentage Percentage Percentage Percentage First Yea
Market Value Market Value Total Market Tax Project Project Tax Completed Completed Completed Completed Full Taxe

Area/Phase New Use Per Sq. Ft./Unit  Per Sq. Ft./Unit Sq. Ft./Units Value Class Tax Capacity Capacity/Unit 2021 2022 2023 2024 Payable
1 Apartments 205,000 205,000           118 24,190,000 Rental 302,375 2,563                25% 100% 100% 100% 2024

TOTAL 24,190,000  302,375     
Subtotal Residential 118 24,190,000  302,375     
Subtotal Commercial/Ind. 0 0  0     

PROJECT INFORMATION (Project Tax Capacity)

• Confirm assessed valuation potential

 Similar projects

 Conversations with local assessors

• Timing of construction

 Affects when TIF will be collected

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 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 58,349 434,920

TAX CALCULATIONS
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Cash Flows: What to Exclude?

TIF EXCLUSIONS

Total Property Taxes $434,920

Less State-wide Taxes 0

Less Fiscal Disparity Adjustment 0

Less Market Value Taxes ($58,349)

Less Base Value Taxes ($25,219)

Annual Gross TIF $351,353
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Cashflows: How It Ties Out

Project and Base 
Tax Capacities
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Cashflows: What is Available?

City may retain 10% 
for administration

Amount available 
for financing gap
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• Review developer’s application & financial information to 
establish appropriate level of public assistance
 pro forma analysis

 Often referred to as “but for” test

• Ensure project qualifies for proposed type of assistance
 Default format is Pay-As-You-Go

• Maximize private funding sources

• Minimize public assistance needed to make a project 
financially feasible

Pro Forma Analysis: How Much is Enough?
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• Analysis confirmed that 
assumptions meet industry 
standards

• Developer seeking 7% yield 
on cost return for project

• Yield on cost without 
assistance was 4.8%

• $3.28 million PAYGO get 
developer to 6.8% YOC

 15-year repayment

Pro Forma Analysis: How Much is Enough?

SOURCES
Amount Pct. Per Unit

First Mortgage 18,418,096 59.4% 156,086      
TIF Mortgage 3,280,000 10.6% 27,797        
Equity 9,299,184 30.0% 78,807        

TOTAL SOURCES 30,997,280 100% 262,689      

USES
Amount Pct. Per Unit

Acquisition Costs 2,450,000 7.9% 20,763        
Construction Costs 24,764,701 79.9% 209,870      
Professional Services 1,598,846  5.2% 13,550        
Financing Costs 1,280,900 4.1% 10,855        
Developer Fee 902,833 2.9% 7,651          

TOTAL USES 30,997,280 100% 262,689      
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• 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

 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

• Is often drafted during the TIF district creation process

Term Sheet / TIF Agreement
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Notice to County 
Commissioner 30 

days prior to hearing 
notice publication

TIF Plan with fiscal 
impacts to County & 
School Districts 30 
days prior to public 

hearing

Hearing notice 
publication at least 

10 days prior to 
hearing

TIF Process: Notices
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• Council holds public hearing, considers 
resolution to adopt TIF plan

 Type of district

 But-for finding (from pro forma analysis)

 District conforms to general 
development plan

 Plan affords maximum opportunity for 
city’s development needs

TIF Process: Public Hearing
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• Administrative step that informs the County, OSA & 
Department of Revenue that a new district exists

 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

TIF Process: Certification
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• Construction may commence 
any time after public hearing 
is held for creation of the TIF 
district

 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  

Commencement of Construction 



20

• Must complete project by date 
specified in TIF agreement

 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

Commencement & Completion
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Commencement & Completion
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• TIF may only be spent on qualified costs

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

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

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

 Settlement statement works for property acquisition

 AIA draw documents typical for other costs  

Qualified Cost Documentation
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• Conditions of issuance specified in 
TIF agreement, typically:
 Project is complete
 Qualified costs are documented
 Developer financing rate is 

confirmed
 All City admin. costs are paid
 Other special provisions (project 

specific)
• Often approved & issued by 

resolution of council/EDA

Issuance of TIF Note
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Project is Complete & TIF Note Issued

Now what?...

…We wait until increment is received from 
the district to pay the TIF note!
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 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

Collection of Tax Increment
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Making Pay As You Go Payments

• Payments are made semi-annually; Defined in TIF agreement

 Typically, on August 1, then February 1 in the following year

 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

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

 Track payments to ensure no overpayment
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Making Pay As You Go Payments
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Let’s Talk!
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Your Presenters
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Keith Dahl
Municipal Advisor
kdahl@ehlers-inc.com
(651) 697-8539

Jason Aarsvold
Senior Municipal Advisor
jaarsvold@ehlers-inc.com
(651) 697-8512
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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.

Important Disclosures
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