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EXECUTIVE SUMMARY

Overview of Plan

Tax Increment Reinvestment Zone Number Two, City of Donna, the “River Crossing Development”, (the Zone) represents an important opportunity for the future of Donna.  It will promote and encourage construction of mixed use commercial, light and heavy industrial, office warehouse, retail, distribution, market rate single family housing, affordable and market rate multi-family housing with a combined value of over $785,000,000.  This will be accomplished in an area that has had significant impediments to development due to a lack of infrastructure.  A further rationale for creation of this TIRZ is to maximize the positive impact of the new Donna International Bridge to the local economy.   The new bridge, which is under construction, will have its U.S. side located to the south of the boundaries of the proposed zone. 

The commercial and industrial development within the TIRZ zone built in conjunction with the new bridge will position the City and County as a highly attractive location for employers to locate. Creation of the TIRZ will; 1) Increase the population of the area, 2) Provide for a more efficient use of existing city services and infrastructure, 3) Offer employment opportunities to Donna and Hidalgo County residents and 4) Remove low valued vacant land from the tax rolls and replace it with higher value commercial, industrial and residential developments, 5) A portion of the revenue generated by the TIRZ will be used to fund economic development projects within the zone.  This will help to ensure that the zone will become a major economic generator for the City.

The land within the proposed zone was annexed in early 2007.  Like a number of other tracts of land in the city it has remained vacant because either; the costs associated with developing the land prohibited the efficient use of the property, or the property was unavailable for development when development should have occurred and current development costs are uneconomical. The area within the Zone includes structures and or tracts that are in blighted condition and that are undeveloped and/or underdeveloped. Creation of the TIRZ will allow for construction of new commercial, industrial, mixed-use, single-family and multi-family subdivisions to market that would otherwise be very difficult, if not impossible due to costs that include off-site utility extensions, on-site and off-site utility plant expansions, potential rail line extensions and rail spur extensions, on-site street and utility extensions, drainage improvements and significant park and recreational installations, as well as on site and offsite highway extensions.

(1)
The River Crossing TIRZ is located at U.S. Highway 281 and International Boulevard.  Please see Appendix “A” for a location map of the property.
Anticipated Benefits of Development 
The projected benefits of the River Crossing development Tax Increment Reinvestment Zone are as follows: 
· Donation of land for bridge, road and potential rail related construction.
· New commercial opportunities for area residents and new and relocating companies looking for commercial/industrial building sites.
· Expansion the manufacturing and distribution economic base of the City through new sites for industrial uses.
· Increase employment opportunities for local residents.
· Enhance and increase the population within the area.
· Provide for pedestrian safety and access through sidewalk and street light construction.
· Provide affordable and secure multi-family housing which include handicap adapted units.
· Provide for elementary and middle school sites.
· Enhance the quality of life within the development through landscaping and increased recreational opportunities. 
· Create an affordable housing initiative for the benefit of residents inside and outside of the zone.

· Generate significant revenue in the form of sales tax, utility fees, personal property tax, et al.

· Add over +/- $750,000,000 to the tax base of the City and County.

· Maximize the positive economic impact of the new international bridge.  The TIRZ will leverage the economic opportunities the bridge creates for the benefit of the City and County residents.

(2)
The TIRZ Concept

A TIRZ or Tax Increment Reinvestment Zone is a financing tool authorized by the State Legislature in Chapter 311 of the Tax Code.  The purpose of the statute is to allow municipalities to provide an incentive to develop areas that lack the infrastructure or have other impairments to desirable growth and development.

When a zone is created, the “base value” of the area is frozen for tax purposes.  The existing taxing entities continue to receive tax revenues as before.  However the increased (“the increment”) tax revenue generated by new development within the zone will be used to reimburse costs related to public improvements within the zone as well as other related allowable expenses.  The zone will have a life equal to a predetermined number of years.  Upon reaching that date, or all costs having been reimbursed, whichever comes first, the zone will terminate.  Upon termination, the increased tax revenue belongs to the respective taxing entities.

TIF ASSESSED VALUE (AV) OVER PROJECT LIFE
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(3)
Project Plan
The River Crossing Tax Increment Reinvestment Zone District Project Plan and Reinvestment Zone Financing Plan provide a long term program to increase business opportunities, economic vitality and population within the District.

The economics of attracting more commercial and industrial development as well as the development of affordable and market rate housing will be greatly enhanced utilizing TIF to finance public infrastructure improvements and economic development initiatives.

The following specific objectives set the framework for the planed public improvements within the River Crossing Tax Increment Reinvestment Zone District:

· Dedicate or provide land as required in support of the new bridge road extensions which to serve it.

· Complete infrastructure to support +/-343 acres of new industrial development with a value of $240,000,000.

· Complete infrastructure to support +/-186 acres of new commercial development with a value of $307,500,000.

· Complete infrastructure to support +/-1,592 new residential dwellings with a value of $238,000,000.
· Plan the infrastructure for a potential new rail extension in support of industrial commercial building sites.
· Construct primary public streets and utility work to create access for planned developments.
· Work with the Texas Department of Transportation to facilitate road construction within and outside the Zone.
· Execute on an aggressive marketing plan to attract new manufacturing, distribution and other business to the zone.  It is proposed that a portion of the revenue generated within the zone be used to provide incentives to attract and promote new business and development.   
· Provide attractive, safe pedestrian environments through landscaping, lighting and construction of sidewalks in the multi-family, single-family and commercial areas of the development.

(4)
· Construct sewage treatment and water storage facilities to enhance regional development.
· Coordinate an effort to establish an affordable housing initiative, offering up to $5,000,000 in housing assistance loans and grants to benefit local residents.

Planned Private Development vs. Public Infrastructure Investments
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(5)

Planned Private Development

The River Crossing Tax Increment Reinvestment Zone District development program includes;


[image: image3]
· 4,741,800 Square Feet of Industrial Development

· 2,430,000 Square Feet of Mixed Use commercial, office and retail

· 300 Multi-family Homes

· 1,592 Single Family Homes
· 100 plus acres of regional, neighborhood and pocket parks 
The total private investment is forecasted to be in excess of $ 758,334,000

(6)
Public Improvements 
The public improvements enumerated in the Project Plan provide for approximately $55,000,000 of on-site streets, drainage, sewer, water and parks and off-site sewer treatment and water storage improvements and other project costs. Included in the scope of the plan are over 2000 feet of potential rail line improvements. The improvements planned for the River Crossing TIRZ District are designed to fully meet the short and long-term needs necessary to ensure growth and investment in the area.  

In addition, the TIRZ will fund an aggressive program to attract new business and employers within the zone.   The TIRZ will also fund an affordable housing initiative.  These funds will be used both inside and outside of the zone to benefit low income families in the City and County.

Existing Uses

The area in which the zone is to be located is primarily composed of vacant farm and ranch land. 

TIRZ Zoning

The Zone property is currently zoned Agriculture-Open District. The Developer has pre-annexation land use rights to develop the project according to the approved land plan.  It is anticipated that prior to construction of any unit in the TIRZ the TIRZ Board will rezone the property according to the land use plan for the project, these zoning changes will include industrial, C-1, C-1A, C-2A, C-2L and both single-family and multi-family as depicted on the preliminary Master Plan.  The areas and respective uses depicted on the said Exhibit will be, generally the zoning changes required to implement the project.

(7)
Description of Zone
The River Crossing TIRZ will be located in the southern sector of Donna.  The property is predominantly vacant and is located in an area that has not seen new commercial, single-family or multi-family housing. The property is approximately 930 acres in size. 

 A survey with field notes that show the above property is attached in the exhibits. 

(8)

Project Feasibility

The feasibility of any development has two aspects that must be looked at, financial feasibility and market feasibility.  Is the project financially feasibility, can it be developed and brought to market at a price that allows for market rate product to be built.  The second aspect is market feasibility, are their consumers for the product to be built.  

The purpose of the Tax Increment Reinvestment Zone (TIRZ) is to address the financial aspect of the development.  The TIRZ incremental funds provide for the difference between the costs of development and what the market will allow, thereby insuring the financial feasibility of the project.

Market feasibility addresses issues relating to product absorption, type of product and demand.  The 2000 census revealed that 29% or 1,188 of the housing units in Donna were renter occupied compared with 36% for the Texas as a whole. While it looks like the numbers are comparable generally in smaller cities the number of rental housing units is usually less than 20% while in larger cities the number is generally in the 40% range in larger cities within South Texas (i.e. San Antonio) in 2000, 46.01% of the housing units were renter occupied.  This large pool of renters provides a ready market for homes in the price ranges that address Donna median or average family incomes. In 2000 the median family income in Donna was $22,500 by 2005 it is estimated that the median family income was $24,863.  Median income is that number at which half of all family incomes fall below and half of family incomes are above. Builders tend to use average family income as a benchmark as this indicates to them the potential for buyers that qualify for home ownership.  An additional component of the demand for housing is the increase or decrease in population projected within a market. The population of Donna increased by 3,102 between 1990 and 2000 census from 12,751 to 15,853, a 24% increase.  The estimated population for 2005 is 16,449, an increase of 29%. This population increase is reflected in the rate of family formation, which is a key number for builders of single-family homes. It is estimated that the City of Donna will grow by 131% by the year 2020 to 29,535.  We feel that the development project outlined here can have a significant positive impact on the growth in Donna based on job creation and the higher than average quality of residential development that will attract buyers currently living outside of the city.
The National Association of Homebuilders reports that the construction of a typical single-family home  generates 1 job for 1 year, 1/2 of that job is on-site and the other 1/2 is in the manufacture and distribution of the materials going into the home.  Using these statistics development within the zone should generate 80 construction jobs per year over the ten years of home construction (9)

and an additional 80 jobs per year in the local manufacturing and distribution sectors of the economy related to the residential construction. With regard to the industrial and commercial development it is anticipated that a total of 240+ jobs per year over a fifteen year period will be generated.  Using generally accepted industry standards there will be 1 job created in the Zone for every 2,000 square feet of industrial space, 1 job for every 200 square feet of office space, 1 job per 500 square feet of retail space and 1 job for every 375 feet of restaurant/food service space. Additional employment will occur through the construction of other public improvements but there is not a meaningful way of measuring these job gains.

Data obtained from the Texas Education Commission for the Donna ISD for the 2004-2005 school year indicates that the district has a student teacher ratio of 1 teacher for every 15 students and a staff student ratio of 1 staff to 8.9 students. New home construction in the price ranges projected for the TIRZ are generally appealing to families with children, subtracting the destination retirement housing of 10% from the total single-family homes planned for the development leaves approximately 1,433 homes available for families with children. For planning purposes most school districts use a figure of 1.9 students per household for new home construction. This means on average that the River Crossing development will generate approximately 272 new students per year over the 10 years of new home construction. This increase in students will result in the hiring of 18 new teachers per year and 30 school support staff per year for a total of 480 new school hires over the 10 year period. 

Based upon the income levels in Donna and projected increases in population from expanding employment opportunities there is adequate demand for the types of housing being produced in the price ranges planned for the development within the time frame projected for completion.

(10)
FINANCING PLAN
Tax Increment Financing

The Tax Increment Financing Act (Chapter 311 of the Tax Code), provides for municipalities to create “reinvestment zones” within which various public works and improvements can be undertaken, using tax increment revenues, bonds or notes, to pay for those improvements. The Act also allows the Zone to participate in the funding of improvements outside the Zone if the improvements benefit the Zone At the time an area is designated a reinvestment zone for tax increment financing, the existing total of appraised value of real property in the zone is identified and designated as the “tax increment base." The base can also include sales tax revenue collected from within the Zone in the prior year. Taxing units levying taxes in the zone during its life are usually limited to revenues from this base.

Public improvements are made in the area to attract private development that would not otherwise occur.  As the costs of new development are added to the tax rolls, property values will rise and there will be an increase in sales tax revenue as well.  This rise in new ad valorem value is called the “captured appraised value.”  Then the taxes that are collected by the participating taxing jurisdictions on the increment between the frozen value and the new higher value, as well, as the increase in sales tax (if allowed), the tax increment, are deposited into a TIF Trust Fund, which is used to pay for the public improvements.  Once the public improvements are completed and paid for, the TIF is dissolved and any remaining amounts of taxes collected are kept by the taxing jurisdiction.  In effect, the taxing jurisdictions are “investing” future earnings to receive the benefit of higher tax revenues from new development.  Taxing jurisdictions are not restricted from raising their tax rate during the life of the zone.
Financing Plan

The Reinvestment Zone Financing Plan provides approximately +/-$79,500,000 of planned public improvements and tax increment allowable expenses to be paid for with TIRZ increment funds including interest.  The Reinvestment Zone Financing Plan provides for incremental financing and predicts revenues for the River Crossing TIRZ District.
(11)
Financing Method:  Initial financing is being accomplished through equity invested by the developer through conventional land development bank loans, the issuance of Bonds when available, as well as other funding services.  No 
taxing jurisdiction is guaranteeing the repayment of these loans; they remain the   obligation of the developer unless Bonds are issued.  Other public improvements included in the Project Plan will be funded through similar financing sources and reimbursed to the developer, as incremental TIRZ revenue is available. Tax Increment Revenue Bonds are projected to be issued for the project by the City of Donna. If bonds are issued, tax increment (including sales tax) from the Zone will serve as repayment source for the bonds.

Financing Policy: The goal of the River Crossing TIRZ District is to borrow only those funds needed to finance the critical improvements as described in the Development Agreement in order to reduce interest expense.

Long Term Financing:  The developers of the industrial and commercial sites, the multi-family units and the single family homes will arrange for long term financing for their individual projects. 

Timing of Debt:  The bonds required for critical improvements will be issued in the first twelve (12) months after approval of the Plan.  The local participation (City/County) will be included in the amount of issuance but will not include the amount of contingency identified in the Financing Plan. Every effort will be made to keep the local participation as low as possible to reduce interest cost. The taxing entities will have no liability for the bonds issued for the critical improvements.

Financial Assumptions

No tax rate changes or inflation has been factored into the financial pro forma's for the District.  All projections assume that taxable appraised value and tax rates will remain unchanged over the entire 30 year life of the District.  It has also been assumed that the taxing entities will continue to collect tax revenues at the same rate and that homestead and other exemption rates will remain unchanged.
Financial Feasibility

The private development plans and, public improvement program, budgets and general financing strategy and financial assumptions are addressed in the Finance Plan.   Based upon a set of conservative assumptions and analysis of the project-financing plan, the River Crossing TIRZ consultants have concluded that the plan is feasible.
(12)
Financial Policies

The River Crossing Board of Directors will adopt rules governing the management of the TIRZ.  These rules are designed to insure conformity with all Tax Code rules and regulations regarding bidding of public works projects.  Additional guidelines and requirements are contained in the participation agreements between Hidalgo County, the City of Donna and the River Crossing TIRZ District.

The River Crossing TIRZ Board of Directors may from time-to-time recommend amendments to these financial policies, which will affect the operation of the TIRZ District.

Conclusions

Based upon a set of conservative assumptions and analysis of the River Crossing Tax Increment Reinvestment Zone District Project Plan and Reinvestment Zone Financing Plan, The TIRZ District Board of Directors has concluded that the TIRZ District Project Plan and Reinvestment Zone Financing Plan is feasible.

The success of the TIRZ District project plan will encourage other large planned mixed-use developments.  The new residential population base; will support an expanding retail base, will supplement the existing job market and will attract additional private development into the TIRZ area and serve to stabilize and enhance future property values. The project will also enhance and maximize the economic job growth potential of the new international bridge by building the infrastructure to support significant industrial and commercial growth within the zone.  

(13)
APPENDIX  
TIRZ REQUIREMENTS

Section 311 of the State Tax Code (Tax Increment Financing Act) specifies that TIRZ (TIF) project and financing plans meet certain requirements.  These requirements are listed below, along with a reference indicating where these elements can be located in the plan.

Project Plan

1.  Map of existing uses and conditions


Exhibit   1

2.  Map of proposed improvements and uses

Exhibit   2

3.  Survey and Field Notes of Property



Exhibit  3

4. Project Feasibility





Page 9, and 10
5. Proposed zoning changes




Page 7

6.  Estimated non-project costs




None claimed

7.  Relocation plan for current residents


Not Applicable

Financing Plan

1.  Detailed estimate of project costs.


Sources and Uses Page Finance Plan

2.  Proposed public improvements


Sources & Uses Page Finance Plan

3.  Project Timeline





Summary Page Finance Plan

4.  Estimated amount of bonded indebtedness
Revenue Page Finance Plan

5.  Time when costs/obligations will be incurred
Sources and Uses Page Finance Plan

(14)
6.  Methods of financing, sources of Revenue
Revenue Page Finance Plan

7.  Current total appraised value.


Summary Page Finance Plan

8.  Estimated captured appraised value

Revenue Page Finance Plan

9.  Duration of Zone

Summary Page Finance Plan 

(15)
Exhibit 1

Map of Existing Uses and Conditions
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Exhibit 2

Map of Proposed Improvements and Uses
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Exhibit 3

Survey and Field Notes of Property
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Miscellaneous Exhibits



New Investment within the Zone





2,430,000 square feet of mixed use commercial space with a value of $307,476,972











Tax Increment Reinvestment Zone #2





Project Plan and Finance Plan








City of Donna





June, 2008








4,741,800 square feet of Industrial Space with a value of $239,057,280





$55,000,000 in new public infrastructure.


$20,000,000 in job creation and affordable housing initiatives.








100 plus acres of new parks.





Sites for new elementary and middle schools.








1,592 new single family homes with a value of $238,800,000
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