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Tax Increment Financing

for Wisconsin Towns
@ ledgeview -

Sct yeur sights high

Mead&Hunt

=Prograrm was approved by the legislature in 1975
e First districts created in 1976
= Towns added in 2004
o agricultural, forestry, manufacturing. or tourism

° Town capability expended in 2013

=Pyrpose
e Finanzing too! promoting tax bove expansion, klight elimination
¢ Improvements that would otherwise not have bean initiated due to Limited funds are now eligitile for the TIF program
° Mechanism to expanded tax hase to help pay the costs of promoting it

o Partnership hetween the 1axing jusisdictions
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What TIF is NOT

= Not an added tax
o Consumers will not be paying more for goods or services

= Not funded by the city
o No blank check to the developer
e Taxes are not abated

= Tax revenues will not decrease
e All taxing entities will continue to recelve their current tax revenues

= TIFs are not just for blighted areas
o Intendad to spur econoriic development, conserve lands

= Not suitable for non-profits
° TIF is a tax-based incentive, organizations that pay no taxes should not benefit
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“But Eor” Test

sAssumpticn no new development cocurs if the community did not create a TiD
o Public improvements noeded are toe prohibitive for the community/developer to de alone.
> Used to encourage a development that wouldn’t otherwise happen to increase tax base.

o Levels the playing field without increased tax burden

o Envircomental remediation

BUT FOR the use of TIF, investment would not otherwise occur.
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TIF in Wisconsin

aCurrently 1,143 TIDs in W)

®47 new T1Ds certified in 2013
e 14 Blight Elimination
o 7 Rehabilitation/Conseirvation
e & Industrial
o 18 Mixad Use
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Annual TID Creation
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Town TIDs in Wisconsin

* As of June 2014, only 6 Town TIDs are active in Wisconsin
* Town cof New Chester, Adams County

* Town of Madiscn, Dane County

= Town of Elba, Dodye County

* Town of Florence, Florence County

* Town of Matteson, Waupaca County

* Town of Weyauwega, Waupaca County

Wisconsin Department of Revenue http.//www.revenue.wi.qov/slf/tif/tid100wi, pdf
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How Does TIF Work?

=Argais identified as thie tax incremental district (TID)
= Appropriate for a certain type of davelopiment

=Projects are identified to encourage and facilitale the desired development,

=\When property values rise, the private property tax paid is used to pay for the projects.
° Tax paid to the schools, county and technical colieges also used.

sAfter the costs of the projects are paid off, the TID is closed
o Full valus of the new development gets shared by the taving jurisdictions

Mead jHunt

=*Base Value
= DOR determinas of property valyes
County within the district.
=Current Valus
= DOR determines its cqualized value as of
Property Value Schools January 1 each year for long as the TiD
Value : V i . exists
increment
i =Value Increment,
e e — Tech o Difference between the base value and
the current value
l ' ° DOR establishes the value incremient
o oy annually
Base anc‘pa! o All value increases hecome part of the
Value increment
. Ao
Time —y TID Terminated Mead&lu nt
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Eligible projects under 60.85(2)(b)

= Agricultural projacts
e Crop Freduction, Animal Production, Supports Activities for Agriculture, Supports Activities for Animal
Production, and Refrigerated Farm Product Warehousing and Storage

= Manufacturing jrrojacts
e Animal Slaughtering and Processing, Woad Product Manufacturing, Paper Manufacturing, and Ethy! Alcohol
Manufacturing

® Forestry projacts
e Forestry and Logging, and Support Activities for Forestry

= Tourism projacts
° Eec: cational and Vacation Camps, RV Parks and Campirounds, Racatrachs, Dairy Produst Stores, and Golf
ourtis

Wis. DOR Summary of Eligible Project Districts Town TIF http://www.revenue.wi.gov/pubs/sIf/tif/pe-
603.pdf
Mead&:dHunt

Town TID Requirements

® Not lass than 75% (by area) of the real property within the TID will be usad for 2 single project type

= Project costs are related directly to promoting
e agriculture, forestry, manufacturing, or tourism develapment

= District equalized value (EV) of taxable proparty, nlus EV ail existing town TIDs do not exceed 79 of
the town's total EV

= District EV of taxable property, plus the value increment of all existing Town TIDs does not exceed 5%
of the town’s total EV

® Property intended for a rianufacturing project is zored for industrial use and will remain zoned for
industrial use of the life of the TID.

Wis. DOR Creation Resolution Checklist http://www.revenue.wi.gov/forms/govtif/pe-222.pdf
Mead&Hunt
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2013 Wiscon§_in Act 193

sl arga-Town TIDs under 66,1105
o Effective April 6, 2014

=Allows Creation of Town TIDs under s. sLedgeview
66.1105, Wis. Stats. V"!u $710,490,500
o Value: ,330,50
e Piior year Equalized Value miust be at least ) .
SSOQ,GOG,OUD L opulation: 7,074

e Prior year population must be at lzast 3,500

Mead/dHunt

Eligible projects under 66.1105

Under Ch. 66 - Municipalities

= Climinating blight
o Blight study needad
° Longer repayment period

= Rehabilitation and conservation

= Promeoting industrial development
= Must rernain industoal far TIO life

= Mived-use
¢ Residential cannot exceed 35%

® Environmental remediation
o Exempt from value limitations

Mead&dHunt
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Large-Town TI D__B_g q__q_iwre ments

= Sewer Service Requirements
e TID boundarics must be within a sewar servics: area

e Sewer service must be currently avallabile or will be availabla before the use or operation of any

improvemenis to property in the TID begins

= Annexation Requirements

> I part of the TID ic annexed, any assets or liabilities with that annexed teriory become the

responsibility of the annexing municipality.

o If part of the TID is annexed, the Departmaent of Revenue (DCR) is required to re detarmine the tax

incremeantal base of the district.

Mead&Hunt

Large-Town TID Requirements

SEWLR STRVIUE ARTA
s CRBAN DEVELOPMENT LINE - AFPROVI 3 JULY 7, 3007

i PEVELOPMENT R GUIRES M1 NICIPAL
SANITARY SEWER AND WATER

DUVELOPMESNT ALLOWED WIFEDUT
MUMICIPAL SANITARY SEWER AND WATIR
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Option a
(sec. 60.23(32)(f)2.a.)

® TID £1 created on August
1, 2014 as a mixed-use
TID

® Maximum TID ffe 20 years
or August 1, 2034

® At least 51 percent of the
public infrastructure's total
value must be financed by
a private
developer/private entity

® Development agreement
is required to receive cash
grants which will repay
the developer/entity for
public infrastructure costs

!Clptinn b
_l(sec. 60.23(32)(f)2b)

Large-Town TID Requirements

Option ¢
{sec 60.23(32)(f)2.c.)

B TID £1 created on August 1, 2014 as
a mixed-use TID

® Maximum TID life 20 years or August
1,2034

# 90 percent would change life to 18
years (20 years minus 10 percent),
thus making the new termination date
August 1, 2032 because all project
costs would be paid off

® wisconsin Department of Revenue
{DOR) would change the remaining life
to the new termination date of August
1, 2032

|

|

® TID #1 created on August 1,
2014 as a mixed-use TID

® Maximum TID life 20 years or
August 1, 2034

® First half of remaining life is
August 1, 2024

® No project plan changes after
August 1, 2024 unless JRB
unanimously approves the
expenditure(s) but not beyond
the original expenditure period

Mead&dunt

Town TID Capacity

If created under §60.85

= AL least 75 percent of the 11D area is to be usad
for cingle one of the project typas

= Improvement of the area will enhance vajue
cther property in the district.
o Do not need to identify specilic parcels

= Project costs relate directly to promoting
agricu'ture, forestry, rnanufacturing, or tourism
davelopment

= BV of property in district plus all existing districts
does not exceed 7% of the total EV within the
town OR the EV of taxabla property of the
property in district plus the value incrament of alt
existing districts does not exceed 5% of the total
EV within the town

= |f created under §60.23
e 12 percent limitation would need to bie
met since the town chosa to exercise
all powars of a city under sec. 65,1105,
Wis. Stats.

o Aggregate value of equalized taxable
property of proposed TID, plus the
value of incremant of all existing
districts, cannot exceed 12-percent of
the total equalized value of taxable
property in the Town

Mead&dHunt
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TID Criteria Matrix

Blighted, Industrial, Mixed Town Environmental
Conservation Use Remediation

Expenditure Period 22 years 15 years 5 years 15 years
Maximum Life 27 years 20 years 16 years 23 years
QOverlap Allowed Yes Yes Yes No
Limitation 12% 12% 5% and 7% None
Restrictions

Territory Upto4 Upto 4 ix during first 5 years None
Amendments

Statute reference §66.1105 and §60.23 §60.85 §66.1106

Mead &Hunt

District Requirements

= Contiguous geographical area within municipality
= Whaole property assessad for general property tax
purpases
o Does not include railroad rights of way, rivers or
highways, or wtlands
e Determined by the community

= May be amended 4x over life
° Project plan
o Teriitory addition/subtiaction

= Can overlap other districts
PEYTE A LT S—— Mrad
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Project Plgnn Requirements

= Listing of kind, number, location of proposed = How TID premotes orderly development

public werks or improvement projects = Conformity with master plan
® Projects within Je-mile of the District ® Plan for relocation of persons/businesses
= List of project and nen-project costs = Cash payments or developer incentives
= Econoimic feasibility study = Attorney opinion

= Description of financing rmethods o Plan is complete and complies with Statutes

e time when costs or oblizations vill be lncurred w pap of the district boundary
® Proposed changes of ordinances, zoning map, = pap illustrating proposed projects

master plan, building codes )
= Map of existing uses and condition of

= List of estimated non-project costs property
Mead&dHunt

Eligible Project Costs

= Capital costs =Portion of infrastructure projects
o puhlic works; new buildings/structures; demo, inside or outside the TID that will
remodel/freconstruct existing buildings; serve the TID
remediation; land clearing o Water tower, water treatment plant,

N . roadway, sanitary, etc.
= Financing costs
o Intarest; premiums paid for carly redemption = Developing newly-platted residential
. areas in @ mixed-use district
= Property acquisition
= Cash grants with a development

= Professional services

e Planning, architectural, enginearing, accounting,

legal services

= Administrative costs
e Municipal employees

= Relocation costs following Wis. Stats

agreement
= Fee to DOR to certify the base value

® Payrients made to @ Town for
property taxes levied on annexed land

includedin a TID
Mead&Hunt

10



8/13/2014

Public Improvements & Costs

L Y P T
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Ineligible Project Costs B

= Constructing or expanding administrative buildings, police and fire buildings, libraries, schools,
recreztion and community buildings

= Constructing any building or facility normaily funded by utilicy user fees
= General government operating expensas unrelated to the TID

= Cash grants without a signed development agreement
e Copy must be sant to the JRE

Mead&dHunt
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Basic TIF Financing Methods

General obligations bonds or notes
= [ssued by the municipality to finance TID costs
= Count toward the debt limit

= Must be issued by procedures for municipal
indebtedness

= [Municipality assumes the risk
o Backed by the municipality’s taxing power
o Cutstanding rate
o May require guarantess from the developer

= Municipality repaid from the TID increrent

= W] law [imits GO bonds maturity to 20 years.

Lease-revenue honds or notes
= |ssued by RDA or CDA
= Do not count toward debt limit

= Municipality assumes the risk
o Not backed by the municipality’s taxing
power
o Do not receive the corresponding rate
benefit; Are tax exerpt
e May require guarantaes from the
developer
= Bonds not limited to 20 years
o Reflects the usetu! life of the project.

Mead&Hunt

Basic TIF Financing Methods

Developer-financed grant (Pay-as-ycu-go)

= Developer finances the TIF costs

= Does not count toward the debt {imit

= Developer agreement protects the municipality

= INCREASINGLY COMMON

e Reimbursement for agread-upon costs when TID revenues are received.

= Developer assumes the risk that TID ravenues would not be sufficient

Mead&dunt
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* incremant Dot #6

Financing Plan BEEEEER
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[ncrement
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Cash Flow
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Bple of Town Staff_

IN-HOUSE STAFF

= Review and evaluate plans and submissions
by developer

= Prepare analysis and recormmendations for
TIF Commission and Goveriiing Body

= Prepare ordinances, resoiutions, contracts

= Satisfy statutory requirements (notices,
hearing)

= [mplement TIF plan after approval

= Reporting to DOR

CONSULTANT
= Planning
° Prepare project plan & facilitate meatings

= Engineering
= Qutline projects & costs

® Financial Consultant
° TID Pro Forma & financing

= Attorney
o Aftest TID cornplies with statutes

Mead&Hunt

fig)le of Town Committees

REDEVELOPMENT AUTHORITY

= No role or authority outlined in the statutes

= Typically involved as a reviewing entity
° Evaluate project plan priorities
e Determine necessary improvements

= Issue leasefrevenue bonds

= Sometimes included as citizen member

ZONING & PLANNING COMMISSION

=Conduct the public hearing

= Evaluate project plan and boundary
e Can approve, deny or amend houndary or
project plan.

® Recommend plan and boundary to
Council/Board

Mead&Hunt
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Approving Authorities

TOWN BOARD JOINT REVIEW BOARD

= Approve TID boundary and project plan = Conaists of taxing jurisdictions

. ) o Citizen member appointed
= Select developers for projects Derappoint

. = fvaluaie anc fe feasibili
= Enter inic contracts, developar agrezments Higlual .pro_po'sed TID and economic feastbility
s Determine jurisdictional benefit
= Managa special allocation fund ) ] ) )
= Final authority creating/amending TID
= Other powers ° Can approve, deny or amend boundary or project
o Acquire, demaolish and ciear fand plan
e Rehabiittate or construct any stiusture /building

o Approvefconstruct site or public improvements

Mead Hunt

Approving Criteria

= JRE bases decision on the following criteria:

1. Whether the development expectad in the TID would occur without the use of tax incremental
financing.

2. Whether the economic benefits of the TiD, as measured by incieazed employment, business and
personal income and property valus, are insufficient to compensate for the cost of the
improvements.,

3. Whether the benefits of the proposal outweigh the anticipated tax increments to be paid by the
owners of property in the overlying taxing districts.

Mead&dunt
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DOR Reporting

TID BASE YEAR PACKET OVER LIFE OF THE DISTRICT
= Proof PH notice sent to taxing entities =Maintain TID info until termination and fina!
accounting

= Proof meeting publications
o IRB, PC, Board

e Complete sot of filed DOR forms
° Copy of the original TID map

= Notice to property owners in the TID ° Type of TID

® Proof of PH publication

= Resolution and minutss
e board, ZPC, JRE

= Propeity assessment dotalls

= DOR Checklists

o TID creation dite
e Original project costs

= Audit within 12 months of foilowing events:
o After 300 of project expenditures
o After the expenditure period
o After TID is terminated

Mead&Hunt

Thank you

Dustin Wolff, AICP
Senior Planner

10700 W Research Drive, Suite 155
Wauwatosa, Wi 53226

(414) 935-4240
dustin.wolff@meadhunt.com
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