To: The Mayor & City Council \Q)L

From: Phil Nelson, City Managéer

Subject: Downtown Development Authority Fiscal Impact
Date: August 17, 2007

Background:

Over the past few weeks, several statements have been made concerning
the Downtown Development Authority and its fiscal impact on the City's
budget.

As information, staff has prepared the attached chart for Council review
and consideration. The chart indicates the potential impact of the
Downtown Development Authority on budgets including the City of Troy,
Oakland County, and Oakland Community College, all of which generate
revenues for DDA projects and operations.

Besides the fact that real and personal property tax increases are
projected at a very conservative rate, the chart shows that over the next
11 years existence of the DDA, the authority will capture approximately
$47.3 million dollars in tax yield. (note: the Pavilions project is not
included in the running totals)

From that total, $14.2 million and $4.8 million ($19 million cumulatively)
will be captured from Oakland County and Oakland Community College
tax increment values respectively.

The most telling fact included in the chart is the fact that the residents and
property owners of Troy commit approximately $32.7 million in property
tax revenues to Oakland County and Oakland Community College and get
nothing back in the form of cash injection in projects or programs or added
property value from the property taxes levied by the County and the
College. Almost all of the property tax generated by Troy residents and
business owners is used for every day operational costs of the various
departments or other parts of the County or community college.

As a means of getting at least some return on investment, the DDA, by
capturing the County and college’s tax increments, Troy taxpayers could
get a 30% rate of return on their cumulative investment from the County
and 10% from Oakland Community College.

More succinctly, Troy residents and property owners get some rate of
return on their investment in the two taxing agencies that wouldn’'t be
received without the DDA.




Budget/Fiscal Impact Considerations:

In 2005, the Council commissioned the Big Beaver Corridor Study. The
Council, DDA and Planning Commission have adopted the key concepts
of the study, and the Council has instructed staff to implement those
concepts as quickly as is possible. Staff has estimated that the local
share of “public” projects will cost in the neighborhood of $30,000,000
over the development life of the project.

Using the $30,000,000 figure, by capturing the County and College’s tax
increment, approximately 75% of the projects can be funded, for lack of a
better term, using someone else’s money.

Another possibility to consider is that if it were not for the DDA’s ability to
fund projects, all of the local costs of Big Beaver development would have
to be born by the City’s General Fund. If the Council truly wants to do the
Big Beaver projects, approximately ¥ mill would have to be taken from
existing property tax appropriations, or would have to be added to the
budget.

Combined contributions from Oakland County and Oakland Community
College comprise about 80% of the City’s contribution by the DDA.

Legal Considerations:

Assertions have been made that funds generated by the DDA have not
been distributed on a fair or “legal basis”.

Language that cleared up any misconception as to boundaries or
collections were corrected in the second plan amendment. The DDA is
now on Plan Amendment number 6.

Audits by independent accounting firms have been conducted on DDA
operations, and none have shown any discrepancies with the way the tax
increment is generated or spent. Legal rulings have also shown no
discrepancies with DDA funding appropriations or operations.

Policy Considerations:

As indicated, by capturing the tax increment of Oakland County and
Oakland Community College, the residents and property owners of Troy
are getting a valid rate of return on their annual tax payments to those
entities.

Without the DDA’s property tax capture, all projects on Big Beaver would
have to be financed by the City's General Fund and would compete with
all other potential Capital Improvements Projects meaning less money to
do other projects in all parts of the City, or that the City's share of projects
on Big Beaver could not be done.

Without DDA tax capture and the ability to do projects in a timely manner
on Big Beaver, the City would lose development meaning that residential
properties would continue to pick up a escalating share

The DDA has approved a capital improvements program calling for the
programming and expenditure of approximately $18 million dollars in DDA
funds over the next 6 years.



Currently, from the $32 million annual tax dollars that the residents and
property owners of Troy pay into the Oakland County and Oakland
Community budgets, the City receives no direct cash return on investment
Does the Council want to pay 100% of total project costs or the
programmed 60% (City share) using DDA tax capture from other entities?

This report has been generated to give the Council the other side of the story
concerning the Downtown Development Authority. No action is necessary.

DDA Potential Leverage for Project Needs in Troy

Captured DDA DDA Tax City of Troy Oakland 0CC

Year Taxable Yield |Mill Rate Yield Yield County Yield
2008 $ 250,021,841 15.51( § 3,860,337 | § 2,320,203 | $ 1,162602 |$ 395,035
2009 255,538,754 15.51| § 3,945518 | § 2,371,400 | $ 1,188,255 |$ 403,751
2010 261,110,836 15.51| 5 4,031,551 |§ 2423109 |$ 1214165|% 412,555
2011 266,738,640 15.51| $ 4118445 |$ 2475335 |% 1240335 |5 421447
2012 272,422 721 15.51| $§ 4,206,207 | $ 2,528,083 | $ 1,266,766 | $ 430,428
2013 278,163,643 15.51]§ 4,294,847 | § 2581359 |$ 1,293,461 % 439,499
2014 283,961,975 15.51] § 4,384,373 | $ 2635167 |$ 1,320,423 ($ 448660
2015 289,818,290 15511 4474794 |% 2689514 | 13476553 457,913
2016 295,733,167 15511 § 4,566,120 | § 2,744,404 [$ 1375159 |$ 467,258
2017 301,707,194 15.51|$ 4,658,359 [ $ 2,799,843 | S 1402938 |$ 476,697
2018 307,740,961 15.51| § 4,751,520 [ $ 2855836 |$ 1430,995|% 486,231
$ 47,292,072 | $ 28,424,250 | $ 14,242,755 | § 4,839,474
Annual Average City of Troy Investment in Oakland County $ 24,366,000 $ 8,279,200
Oakland County Direct Dollar Input in the City of Troy $ - % -

Percent Rate of Return on Oakland County & OCC

Direct Financial Input into the City of Troy 0% 0%

Cumulative Percent Rate of Return by DDA capture of
City of Troy Investment in Oakland County & OCC 30% 10%




