
 

 
 
April 23, 2008 
 
 
TO:     Phillip L. Nelson, City Manager 
 
FROM:   John M. Lamerato, Assistant City Manager/Finance & Admin. 
 
SUBJECT:   Approval of the Troy Downtown Development Authority’s  
    Proposed Fiscal Year 2008/09 Budget 
 
 
 
Background: 
 
 The Downtown Development Authority (DDA) approved their proposed 2008/09 budget at the 

April 16, 2008 DDA meeting. 
 
 The City-captured tax rate of 9.28 mills was used in determining the DDA property tax revenue.  If 

City Council makes any adjustments to the City’s rate, a corresponding adjustment will be needed 
to recalculate the DDA property tax capture. 

 
Options: 
 
 It is recommended that City Council approve the DDA’s 2008/09 budget. 
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Introduction 
 
 
 
 
 
In order to prevent further deterioration and to encourage economic development of the 
Downtown District, the City of Troy established the Downtown Development Authority of the City 
of Troy (the DDA) pursuant to Act 197 of 1975 (Act 197) and an Ordinance adopted by the City 
Council of the City of Troy on July 12, 1993, and amended on September 28, 1998, February 7, 
2000, August 5, 2002, December 16, 2002 and June 4, 2007. 
 
The DDA has identified specific sources of funding to finance the implementation of a plan for 
physical improvements to the Downtown District identified in this plan as the Development Area. 
 
The purpose of the Tax Increment Financing and Development Plan is to provide for the 
construction and financing of the necessary streets, sidewalks, street lighting, landscaping, 
parking garage and other facilities; Kmart and Civic Center projects; widening of Rochester 
Road and Big Beaver to improve traffic flow; provide and expand existing public facilities on the 
civic center site to serve the needs of the DDA businesses and the citizens of the City of Troy; to 
fund improvements contained in the Big Beaver Corridor Study and to carry out the objectives of 
the DDA so as to prevent the further deterioration of the Development Area while preserving 
and promoting economic growth for the benefit of all taxing units located within and benefited by 
the Development Area. 
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2008-2009 Budget 
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Projected and Actual Captured Valuation 
April 2, 2008 
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Bond Debt Service 
Development Bonds, Series 2001 

 

Big Beaver Phase 2 & 3  
Final Pricing 

 

    Dated  Date  07/19/2001 
    Delivery Date 07/19/2001 
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Bond Debt Service 
Refunding Bonds, Series 2001 

Refunding of Callable 1995 DDA Bonds, Series A (Tax-Exempt) 
 

Refunding Portion 
Final Pricing 

 
    Dated  Date  07/19/2001 
    Delivery Date 07/19/2001 
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$5,600,000 
Michigan Transportation Fund Bonds 

(Rochester Road) 
 

Schedule of Principal and Interest Requirements 
On a Fiscal Year Basis 

 

 
Registrar/Transfer Agent – Old Kent Bank, Grand Rapids, Michigan 
 
*Dated date, February 1, 2000, first interest payment due 
November 1, 2000 – 9 months. 
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$9,700,000 
Community Center Facilities Bonds, Series 2002 

 
Schedule of Principal and Interest Requirements 

On a Fiscal Year Basis 
 

 
Registrar/Transfer Agent – Fifth Third Bank, Michigan, Grand Rapids, Michigan 
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$4,025,000 
Community Center Facilities Junior Lien Bonds, Series 2003 

 
Schedule of Principal and Interest Requirements 

On a Fiscal Year Basis 

 
 
Registrar/Transfer Agent – Fifth Third Bank, Michigan, Grand Rapids, Michigan 
 
*Dated date, June 1, 2003, first interest payment due 
November 1, 2003 – 5 months. 
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Table 1 
Downtown Development Authority Bonds 

 
Schedule of Projected Taxable Values 

(Actual through 2008) 
 

 

 
2009 and beyond has a 1.0% increase in Real, and a 0% increase in Personal Property. 
Assumes no new development in the district. 
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Table 2 
Downtown Development Authority Bonds 

*(Actual through 2008) 
 

Schedule of Impact on Taxing Jurisdictions 
 

 
 

2008 and beyond has a 1.0% increase in a real and a 0% increase in Personal Property. 
Assumes no new developments in the district. 
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Annual Debt Requirements 
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Five -Year Budget Projection 
April 2, 2008 
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Tax Increment Procedure 

 

Tax increment revenue to be transmitted to the DDA is generated when the current taxable value of 
all properties within a development area exceeds the initial assessed value of the properties.  The 
initial assessed value is defined in Act 197 as the assessed value of all taxable property within the 
boundaries of the development area at the time the ordinance establishing the tax increment 
financing plan is approved, as shown by the most recent assessment roll of the municipality for 
which equalization has been completed at the time the ordinance is adopted.  The current assessed 
value refers to the assessed value of all properties, real and personal, within the development area 
as established each year subsequent to the adoption of the tax increment financing plan.  The 
amount in any one year by which the current taxable value exceeds the initial assessed value, 
including real and personal property, is defined as the “captured taxable value.”  The tax increment 
revenue transmitted to the DDA results from applying the total tax levy of taxing units within the 
development area to the captured taxable value. 
 
Increases in assessed values within a development area which result in the generation of tax 
increment revenues, can result from any of the following: 
 

a. Construction of new development occurring after the date establishing the “initial assessed 
value.” 

 
b. Construction of new rehabilitation, remodeling alterations, or additions accruing after the date 

establishing the “initial assessed value.” 
 
c. Increases in property values which occur for any other reason. 

 
Tax increment revenues transmitted to the DDA can be pledged for debt service on general 
obligation tax increment bonds issued by the municipality or tax increment revenues bonds issued 
by the DDA. 
 
If bonds are to be sold, the municipality may not pledge for annual debt service requirements in 
excess of 80% of the estimated tax increment revenue to be received from a development area for 
that year.  In addition, the estimated annual debt service owed on bonds issued by the municipality 
may not exceed 80% of the estimated annual tax increment revenues.  Should actual tax increment 
revenues fall below projections, any previously accumulated revenue would be devoted to 
retirement of the bonds.  Any tax increment revenues collected in excess of the 80% measure 
described in Table 2 of the Development Plan will be used to pay current debt service on any bonds 
issued under the Plan.  The bonds are subject to the Michigan Municipal Finance Act and my not 
mature in more than thirty years. 
 
The DDA may expend tax increment revenues only in accordance with the tax increment financing 
plan; surplus revenues revert proportionally to the prospective taxing jurisdictions.  The tax 
increment financing plan may be modified upon approval of the governing body after notification and 
hearings as required by Act 197.  When the governing body finds that the purposes for which the 
plan was established have been accomplished, they may abolish the plan. 




