Funding Parks, Transit & Streetscape Improvements
Through Value Capture

How to create a capital budget in the absence of funding
from higher levels of government
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Bryant Park: Midtown Manhattan (one of first by BID)
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Deteriorated drug park: 1970s & 1980s
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Business improvement districts

Ground leases

Tax increment financing
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Between 5t & 6th Avenue, 40t to 42"d Streets
West of Public Library, Midtown Manhattan
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Sixth Avenue / Avel

Ample seating is available throughout Bryant Park
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1987: Completely rethought & renovated;
traditional fundraising & formation of a BID https://bryantpark.org
Bryant Park Restoration Corporation; Olin Partnership
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Moveable chairs
William Whyte
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Very generous landscaping
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Raised corporate funds restore large green lawn
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Historic fountain
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Free WIFI innovative at time

A place for quiet contemplation & sunbathing

Outdoor concerts & movies
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Bryant Park Restoration Corporation

Maintenance & management funded by a

* business improvement district that draws its
¥ revenues from surrounding office buildings
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As visitors increased Bank of America: Winter Village

Banhol Americs B>

Winter Village
at Bryant Park
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As the park has improved, rents in surrounding buildings
have increased driving an increase in re lues
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Bryant Park Revenues

i taurant rent
u Winter Village m Event fees # Rest )
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520,000,000 ===
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$5.000000
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The investment comes back to the BID Brooklyn Bridge Park

Symbiotic relationship between real estate & public spaces
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Brooklyn Waterfront 2006

Value capture: Brooklyn Bridge Park
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85 acres transferred to non-profit development corporation Michael Van Valkenburgh Associates (MVVA)
= created master plan in 2005;

Park opened in phases between 2010 & 2021

New York
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Wikimedia? | © OpenStreetMape
Interactive map of Brooklyn Bridge Park
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Carousel at the northern end Brooklyn Bridge Park: Ferry Boat Terminal
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Passive & active recreation piers Soccer, sand volleyball, lawns, picnic tables, fishing piers
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Boating piers.and kyaks
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Basketball

Credit: Eye Ubgg’mtous
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Ping pong
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Children’s play pier
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Miniature golf
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Adjacent development includes a hotel Apartments, includes affordable housing
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All of which are made appealing by adjacent park amenities AII real e?tate developed ajllon e:iﬁiega 5 und rent
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Ground rent supports maintenance & programming of park Park & real estate symb|ot|c relat|onsh|p
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Brooklyn Bridge Park Conservancy:
lihttps://brooklynbridgepark.org
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Tax increment financing: Loews & W Hotels
Philadelphia Single building, single developer
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Tax Increment Financing for private development

* Lower interest bond financing repaid with the incremental tax revenue
that results from the annual increment generated by the development &
recapturing those increased taxes that would otherwise go to the city or
school district; the revenue that would have gone to taxes, goes to debt
service — a significant public subsidy to project

* Project numbers would not work wit TIF; project costs are in
excess of income from project

+ Developer guarantees to cover any shortfall; no risk to city
« Taxing bodies continue to receive the base amount of tax revenues (the

amount paid annually prior to the improvements), but forgo increased tax
revenues during the life of the TIF, which is limited to 20 years.
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Tax increment financing (TIF) as means of capturing increase
in city tax value and using it to finance improvements
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Tax Increment Financing

* Authorized by Commonwealth of Pennsylvania & implemented
under Section 21-1400 of the Philadelphia code with City Council
creating a geographic district in which TIF is authorized to capture
future value of development.

* ATIF can apply to real estate property, use & occupancy, city
sales, & business income and receipts taxes.

» PIDC & the City work with a developer to calculate amount of
incremental tax revenue that would result from a development
over the term of a TIF & the developer then takes out a loan in the
form of municipal bonds that can be supported by the tax revenue
stream. (public purpose is job creation; interest income tax-
exempt)
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Current base level of taxes continue to flow to City & School District
Increment would not exist without the investment
Increment is usually devoted to debt service for 20+ years
It is diverted from the City’s general fund

v SCHOOL
e DISTRICT

TAX REVENUES

SCHOOL DISTRICT: REAL ESTATE, USE & OCCUPANCY TAXES
MUNICIPALITY

MUNICIPALITY: REAL ESTATE, SALES & BUSINESS INCOME & RECEIPTS TAX
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Single-developer, multi-building TIF Faded retail corridor in the 1960s
Goldman Properties, 13t" Street v 4
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Before

* Acquisition of 14

properties; architectural
interest; ground floor

retail potential; 1990s

» Assembled quietly &

quickly many from well- &8 =
known slum-lord :

« Patient about longer
term leases

Raised investor equity
not bank debt
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The Area
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* Placemaking

*Common design
vocabulary

» Creative economy
tenants upstairs

» Owner proprietor
retailers/lower rents

« Create a street scene
to attract upper floor
tenants

« TIF District; fagade |~ -
improvements % 3 o]
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107-115 South 13t Street

Philadelphia
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Chicago & Houston: multiple owner districts to fund
Public infrastructure & provide benefits to developers

Public guarantees
Chicago TIF Districts
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Districts by Household Income =7, ", 4|
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“.ﬂ CenTRAL PHILADELPHIA
28 Dvroruent CorroraTion

85

8.3 Cxraar Prisaprirsia
DrvELOpMENT CORPORATION

13th Street: Goldman Properties
Single developer, multiple properties
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Traditional Tax Increment Financing in lllinois

lllinois Tax Increment Allocation Development Act passed
in 1977

TIF designation requires “blight,” including dilapidation,
deterioration, obsolescence, having structures below
minimum building code and declining assessed value

23-year term with possibility for 12-year extension by state
legislation action

Municipal government authorizes and adopts
redevelopment plan for TIF district
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After base value is set by the county clerk’s office, all future increases in

revenue are set aside for tif investment while the base value continues to
accrue to taxing bodies; City guarantees the debt .

Keoney s

+_ aside for TIF
w

Real Estate
Tax Revenue

& Base-aval revenie 1 ne city

TIF bans loval 38l
by County Cler

Time
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% of total Chicago area covered by TIFs
Chicago TIF Districts
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Districts by Household Income. %, } District by Spending 2, |
[ Loss ihan $27.000 I Very high (more than $50 milion)
$27,000 10 547,000 [ High (525 milion to $60 milion)
$47.000 to $67,000 ‘Medium ($2 milion to $25 million)
| Moo than $57,000 Low (loss than 82 millan)
Source: American Community Survey. City of Chicage
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1997: State Street Redevelopment
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Tax Increment Financing in lllinois

Through 2016, 514 municipalities had created 1,397 TIFs in
the state

Average TIF project in lllinois produced $4 of private
investment for every $1 of tax increment invested*

As of March 2017, there were 146 TIF districts in the City of

Chicago and one in five Chicago properties is part of a TIF
zone, down from 163 TIF districts in August, 2011

*Source: Tax Increment Financing: Learning from Research and Municipal Best Practice,

Illinois Municipal Policy Journal, 2017, Vol. 2, No. 1, 135-145, lllinois Municipal League
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Not just downtown; neighborhoods at all
income levels

Districts by Household Income
I Loss thon 527,000

$27.00010 $47.000

$47.000 10 567,000
I Moro than $67.000
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Traditional 1920s downtown & Michigan Avenue
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North Michigan Avenue becomes the high end street
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Between Millennium Park & Financial District
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Lower end retail
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Migration of tenants to “Miracle Mile”
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1960s Street goes into decline
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Theater district at
northern end
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Retail in the center
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Price conscious shopping

Macy’s & Target

Michelle Tan, Anthropologie
PUMA ,Sephora

Disney Store.

Magnolia Bakery

Akira, American Apparel,
Forever 21

Urban Outfitters. Old Navy
H&M, DSW,

Nordstrom Rack,
Burlington Coat Factory
T.J. Maxx.
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Public Library at southern end

cmeram

80% resources devoted
to individual project
financing

20% to comprehensive
streetscape
enhancements &
maintenance
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State Street Tax Increment Financing District

School district
lav —
$

Municipality
School district Park district
Municipality s
Park district County
County

Year 0 Year 20

YEAR
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Key tool: tax increment financing districts
First TIF established in 1984
1989: Mayor Daley took office — 12 TIFs
2011: Mayor Daley left office — 160 TIFs
40% (64) of all TIFs established between 1998-2002
30% of total Chicago area covered by TIFs

Annual Collections: $500 million

Most TIFs are area-wide, not project specific -
funded both development & surrounding public area
improvements & long-term maintenance
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Coqyrdinated streetscape improve
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JBurnl;‘am Hotel outdoor dining
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Use of condemnation to facilitate new development
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Tax Increment Financing in lllinois

August of 2011, Mayor Rahm Emanuel announced
changes to allocation of TIF funding to focus on long-
term economic development and job creation

TIF Task Force created to subject all TIF projects to strict
performance metrics and to ensure that metrics are met

Increased focus on use of TIF funds for transit and
transportation investments.

$61 Million of TIF funds committed to CTA projects since
2011. Additional funds committed to new CTA rail
stations constructed by CDOT
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Build a new train line increases
desirability & value of adjacent
properties
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NVixea-use new aeveiopment
Joffrey Ballet & Walgreens
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TIF financing In Chicago for transit stations
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$638 Million of investment
since 2015 within a % mile of
the station based on building
permit activity

$2 Billion of investment since
2012 within a % mile of the
station based on building
permit activity

Z
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How Does a Transit TIF Work?

»The Transit TIF is a traditional TIF with %
several key differences: /////
. The use is restricted to specific transit facilities | TRANSIT A

The boundaries can extend only up to a half-mile
from specific transit facilities

INCREMENTAL
TAX REVENUE

The term is up to 35 years
The increment is divided between the various
taxing bodies and the Transit TIF
Chicago Public Schools receives its proportional
share of the TIF revenue first
Of the remaining TIF revenue:
. All other taxing bodies share 20% of the
remaining TIF revenue

The Transit TIF receives 80% of the remaining
TIF revenue

BASE TAX REVENUE

BASE TAX REVENUE
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Houston’s Tax Increment Reinvestment Zones
High growth rate city
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25 year life: multiple owners city guarantee

TIF Assessed Value (AV) Over Project Life

3 New Post-
o Project AV
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N> Total AV now
5 aﬁ'ﬁAemenm AV belongs to all
A

Incremental real property tax taxing
belongs to TIF autherity to pay districts in
project costs project area
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23 year TIF.

Terminated
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Houston Experience
Tax Increment Financing

Texas Tax Increment Financing Act
(Chapter 311 Texas Tax Code)

Creation powers given to municipalities with petition,
project plan, hearing and action of City Council

To address areas lacking strong growth, poor land-use
deterioration, faulty lot layout, inadequate street &
sidewalk layout

Broad definition of allowable “project costs”

Allows for real property and/or sales tax increments
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Downtown Tax Increment Reinvestment Zone (TIRZ #24)
Revenue increments within entire district
Can be allocated as grants to individual projects

7 7 [ \ \or¥
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Financing to build new construction apartments
Close gaps in financing Now applying to finance residential conversions

TIF authority & BID operate under same umbrella
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708 Main 1415 Louisiana

Smallbuilding Lorge building Lorge building
Smallfloorplates Fullyvacant Large irmegular floorplates Partiall occupied. Large uniform floorplates Partially occupied
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TIF financing for streetscape enhancements

. Downtown Tax Increment Reinvestment Zone
in Downtown Houston
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Buffalo Bayou Park Adjacent to office district & residential area
Buffalo Bayou Park

4
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River that periodically flooded
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Buffalo Bayou Park

¥
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Buffalo Bayou Park: Capital partners

City of Houston- owner

= Buffalo Bayou Partnership- philanthropic funding,

140

developer & operator
Kinder Foundation- /ead donor

Harris County Flood Control- flood control
improvements & maintenance

Texas Department of Transportation- hike & bike trails
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An expan view of public benefit
TIRZ #3 expagned
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Can this be applicable to Phase 2 of Rail Park

143

145

Could it be applied to maintenance of Schuylkill River Trail?
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Fr m Vine Street

An expanded view of “benefit?”

146

Expanded east Bank Promenade?

148



Creation of new JFK Boulevard green amenity? Maintenance of network of privately owned public spaces?
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Implementation mechanism options

Public support through expansion of how TIFs are used in
Philadelphia?

Coordinated private owners with motivated leader?
BID expanded scope?
New management entity?

Much more proactive public sector?
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