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work group mandate

“‘recommendations on the adequacy, coordination &
Implementation of funding mechanism & other state assistance
for planning activities | infrastructure | land preservation ...”



challenges

scope of the assignment
need to focus on MD funding priorities
assess programs addressing priorities
current state programs
best practices



|

what impacts the cost of growth ?



basic factors impacting public facility & service costs

use

mixed is better
density

higher is better
distance

to employment

to retall | services



COStS

capital cost | cost to service

usually reflects per unit cost in new development
cost of subsidies - tax abatement

replacement | maintenance not factored




single family housing - capital costs

can be 2.6 X greater for scattered vs compact
$23,960 vs $9,252 (per unit)

big costs
education ($6,254) | roads ($5,742)
can be as high as 80 % of 8 services




single family housing - annual service costs

education 39 % of annual service costs
roads 29 %
wastewater 11 %

police 8 %




sensitive

roads | water | wastewater
most capital intensive services
spatially oriented
most relevant services related to development
short term gain | long term pain




not sensitive

education | police | fire | libraries
they can locate nearby
co-location




land use impact on development economics

residential dominant areas
have a lower “revenue | cost ratio”
higher vmt to work | services

compact | mixed use development
land pattern where revenue | cost ratio Is +
less vmt

Cross subsidization
compact | mixed use form subsidizes sprawl




obvious

compact | dense places are more cost efficient
ower capital cost

ower service cost

ower replacement cost

assess those receiving the services
direct | indirect costs




strategic change - infill is good

assessed value
property tax
Income tax -
recordation tax -
sales tax

silver spring condo woodside house

$32 million $810,000
$350,000 (40 X >) $ 8,743
$287,000 (136 X >) $ 2,100

9 units for sale sold 15 yrs ago
250 + people 2.56 people




reality of compact | dense development - MoCo

change in assessed value per acre
1988 - 2008

bethesda $9.8 million
silver spring 4.2

rest of the county 418




land use balance Total Assessed Value per Acre by Land Type

3rd Quarter 2010

Agricultural $238,115

Researchand Development $1,967,017

Warehouse - $2,361,509

Industrial - $2,576,561
Multi-Family Low to Mid Rise | $4,304,450
Retail | 35,266,074
Office Lowto Mid Rise | — $5,970,050
Single Family Attached _ $7,781,979
Single Family Detached _ $8,663,369
Office High Rise _ $15,507,403

Multi-Family High Rise $20,437,416

Office High Rise Mix $26,692,980

Multi-Family High Rise Mix W $38,231,586

T T T T

5- $10,000,000 $20,000,000 $30,000,000 $40,000,000 $50,000,000



cost

rationalize infrastructure

It's about




|

public subsidies | investment



different forms of public subsidies

direct | indirect
development regs
public service pricing
taxation
Infrastructure
financial incentives



direct subsidies intended to influence a particular type of development

who makes up the difference ?
tdr | blt program




example

growth policies | adequate public facilities
lower impact fees where traffic is not an issue ?
= sprawl subsidy | long term impact ?



choose Wisely - subsidies

what is the objective
historic preservation
encourage a specific industry
how is the “opportunity cost” recovered
Isc in MoCo - no impact fee
cumulative impact on revenue
greater in low property tax revenue area



financing tools

tax benefit programs g
o,

hr\‘
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real estate tax abatement

business retention - hhs in MoCo
encourage property improvement




historic tax credits

state | local | federal
up to net of 35 % to 38 %
Income generating vs ownership




tax increment financing

taxes are not abated - they are targeted | diverted
value - borrowing against future revenue stream
use the money to achieve the goals




tax increment financing - changes

capture local taxes
hotel
recordation
what about state taxes ?
retail sales tax ?




tax increment financing - changes

district tif
super tif
operating costs ?
only Prince George’s

GRAND CENTER TIF REDEVELOPMENT PLAN

APPENDIX 6

ESTIMATED TIF REDEVELOPMENT PROJECT COSTS

(See also SOURCES AND USES in Appendix 4)

Redevelopment Project Total Cost
African American History Museum $30,000,000
Kim’s Kids Daycare $1,650,000
Charmaine Chapman Community Center $5,000,000
Covenant Plaza Greenspace $1,200,000
District Improvements Stages I-IV $21,900,000
Urban Garden $879,000
Olive West Housing $20,770,000
Medinah Arts Center $5,460,000
Moolah Theatre $11,250,000
Woolworth Building $6,240,000
Symphony Plaza $5,000,000
Delmar Street re-routing $4,000,000
Sun Theatre $4,525,000
634 North Grand $19,745,000
Grand Center East Parking Structure $14,085,000
VA Parking Structure $6,350,000
Contemporary Art Museum St. Louis $12,000,000
Village Academy $4.050,000
North Grand Retail Development $9,245,000
St. Louis University Arena $66,900,000
Saint Louis University Marina site $8,032,000
Moolah Garage $8,800,000
Metropolitan Building $16,000,000
Humboldt Building $5,650,000
Grand Center West Parking Structure $14,085,000
Cardinal Ritter College Prep High School $25,600,000
Continental Building $28,000,000
Coronado Hotel Apartments $36,000,000
Saint Louis University Busch Memorial Center $20,000,000
Saint Louis University Museum of Art $5,200,000
Circus/Flexible Performance Space $4.600,000

Total

$422,316,000




tax financing - changes

district tif

Grand Center Projected TIF Revenues
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development district

like a tif - only applies to new development
revenue from a special tax
can combine with other financing tools = reduced risk



special taxing districts

financing capital improvements

water | wastewater | roads | transit | ped facilities
a new tax = higher tax rate based on a rate
charter limits - except some transportation items
consent of property owners not required :
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special benefits assessments

charge for proportional share for new infrastructure
value of proximity to new facilities
based on the benefit

frontage of a property on a new road

3




special benefits assessments

floor space tax
bryant park
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exclise taxes

development impact taxes

use | occupancy taxes

tax on surface parking

energy tax - applies to government
not subject to the charter limit




financing tools
loan programs



financing

gov't money

leveraging gov't reputation
other peoples money
Imaginary money




revolving loan funds

financing local activities to meet priorities
competition ?

seed $10 million every 3 years
tax increment reseeds the revolving fund



small business loans

several players

business owner | bank | cdc
cdc administers the program behalf of the gov't
uses - buying real estate | equipment | construction



tax exempt bond financing

state | local debt - interest is tax exempt for investors
Investors accept lower interest
3 types
governmental bonds
private activity bonds
gov't issue - $ used by another entity
rail | education | power | water | etc
501 ¢ 3 bonds
filnance gov’t or non profit activity



public | private partnerships

partnership - private | public
specific to each application
gov't participation
land
tax abatement
tax allocation - tif for example
Infrastructure spending - bond
using gov't rates for bond financing
regulatory certainty
public benefits | locked in approvals



other loan programs

micro enterprise fund - small capital on short terms
new orleans - used to attract small business

6 % wage rebate on payroll
try to cluster



examples



packaging - when just one won't do

Legend

B vocant Lend & vecant Building

§2.5 Tzl Acres
332 Vacant Buildirgs/\ecant Lois
§2% af the Total Parcols

Dr. Martin Luthar King Drive
Vacant Lots and Vacant Buildings




find the “big idea”

a structure
a local institution




put things together
historic tax credits - fed | state | city
cdc - new market tax credits
202 seniors HUD grant
low Income tax credits
cdbg - acquisition
more




Imaginary money



Imaginary money - give me density of give me death

Is floor area worth something ?
leverage It at no cost

3.D ZONING ENVELOPE , BLOCK 24

750 m. Maximum
Floor Plate




blanc flint - MoCo

CR-4.0, C3.5, R3.5, H300
0.93 acres




blanc flint

Standard Method
0.5 FAR




blanc flint

Transit Proximity
Up to 50% incentive




blanc flint

Affordable Housing
10% incentive (0.35) FAR




blanc flint

Podium Tower Setback
10% incentive (0.35) FAR
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blanc flint

parking
20% incentive (0.7) FAR




blanc flint

Green elements
25% incentive (0.875) FAR




blanc flint

design
3 15% incentive (0.525) FAR




blanc flint

Standard Method 0.5 FAR
- % Incentive Zoning 3.5 FAR




next steps



to all environments
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develop list of funding priorities
Infrastructure needs

evaluate current state programs
identified infrastructure needs

Key Maryland Business Lending Resources

Program MName and Sponsor

Maryland Ecenomic Development
Assistance Authority and Fund/Five
financing capabilities available

Maryland Industrial Development
Financing Authority

Maryland Industrial Development
Financing Authority

Maryland Small Business Development
Financing Authority/ Contract Financing

Maryland Small Business Development
Financing Authority/ Equity Participation
Investment

Products

Loans
Grants
Irvestments

Loan Guararitees
Bands

Small Business Recovery
Guarantees

Direct laans
Locan Guarantees
Equity Irvestrnerts

Loans
Loan Guarartees
Equity Irvestrnents

Uses

Land acquisiticn, infrastructurs
improvements, buildings, fieed assats,
leasehcld improvements, working
capital, studies, strategic plans, revolving
lzan funds, and special purposes

Lard acquisiticn, building acquisition,
construction cost, machinery and
equipment, furmniture and fixtures, leasehold
improvements, certain eligible 'soft costs!’
erergy-related projects and working capital

Fized assets and working capital

“Wiorking capital, supplies and materiaks,
and acquisiticn of machinery and equipment
neadad to complete a contract

Land acquisiticn, leasehald improvements,
acquisiticn of ME&E, purchase of existing
franchise, construction or renovation, and
franchise feas

Eligible Applicants

Belovw market financing to specific industry
sactors locating or expanding in a Priority
Funding Ar=a

Commerdal and industrial businesses {with
the exception of retail), manufacturers, not-
for-profit entities and day care providers

Commeraal and industrial businesses {with
the exception of retail), manufacturers, nat-
for-profit entities and day care providers

Small businesses that do not meet the
established credit criteria of firandal
institutions, and corsequertly are unable to
obtain adzquate business financing on
reasorable terms through normal financing
chanrek

Small businesses that do not meet the
established credit criteria of finandal
institutions, and corssquertly are unable to
obtain adequate business finandng on
reasorable terms through normal financng
chanrezk

Terms & Conditions

Assistance cannot exceed the lesser of
$10 million or 20% of the current fund

balance

Financial obligaticn may be up to 80% of
lean amount not to exceed $2.5 million,
insurance on export transactions may be
up to 0% of cbligation, insurance of tax-
exempt, ta<able and energy bonds issued
by MICEA may be up to 100% of bond
amount not to exceed $7.5 million

Up to $50,000 not to exceed 50%

of loans up to 3100000, up to $250,000
niot to exceed 25% of loans up to

I million

Loans and guarant=es subject to cap of
$2 million, 2guity guarantess limited to
lesser of $250,000 or 10% of proposed
equity investrnernt

Franchising & business acquisition-equity
investrment or loan cannot excesd

$2 million, with a term not to excesd

7 years

Technclogy-loan or investment not

to excead $2 million, with a term not
to excesd |0 years

Target Audience

Businessas in eligible industry
seCtors

Financial Institutions

Financial Instituticns

Small Businessas

Small Businessas



best practices
narrow search to funding priorities

barriers to raising new revenue sources
policy, legal, practice issues
legislative change

GENERAL

lcon Legend:

() () (&)

Transportation FublicFacilities Sustainability

Federal Level

State Level

Bond Banks

Bond banks are state-sponsored entities that make local infrastructure projects feasible by providing access to the municipal bond market and
direct and indirect financial subsidies to local jurisdictions.' Bond banks consolidate local bond issues to create a single, pooled issue. This
capability takes advantage of high investment grade ratings and spreads the risk, netting better interest rates and lower issuing caosts. For
smallerlocalities with smaller bond issues and fewer 5taff resources to handle the paperwork and administration, bond banks save time and
money.” Bond banks can help local jurisdictions finance water and sewer, school, transportation, solid waste and economic development
projects.

While mostbond banks operate as independent self-supporting authorities, some rely on state appropriations to subsidize their operations.
Self-supporting bond banks generally rely on local barrowerfees for support, charging eitheralump-sumfee atclosing or an annual fee. Long-
termbond pools, including refunding, cash flow financing, and equipmentlease financing are the most common forms of financing offered by
bond banks.



Implementation

develop legislative campaign
professional assistance
draft legislation






