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UNDERWRITING



AGENDA

I. Reviewing real estate market feasibility of a proposed TIF-funded project;

II. Developing sound, conservative TIF revenue projections for use in sizing and structuring the 

transaction;

III. Assessing the project “financing gap” to determine how much TIF is needed, and what deal 

structure is most appropriate; and,

IV. Reviewing applicable case studies.
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MARKET FEASIBILITY

I. Assesses the balance between supply and demand

II. Predicts the pricing and pace of development

III. Allows a third party comparison to the inputs for the TIF as provided by the developer
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MARKET FEASIBILITY COMPONENTS

I. Region

II. Primary market area

III. Competitive market area
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MARKET FEASIBILITY COMPONENTS

I. Demographics

A. Median area home prices

B. Area median income per capita

C. Change in population

D. Average age

E. Average level of education

F. Unemployment rates

G. Top ten employers

H. Change in workforce

II. Sources
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MARKET FEASIBILITY COMPONENTS
I. Supply 

A. Amount of existing product

B. Building permits associated with new construction or rehabilitation of existing product

C. Development plans submitted for municipal approval and projected delivery dates

D. Rents 

E. Vacancy rates

F. Capitalization rates

II. Sources
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MARKET FEASIBILITY COMPONENTS
I. Projected Demand and Rate of Absorption

A. Review historical rate at which property is constructed, leased and stabilized

B. Understand the supply factors

C. Compare supply in the market versus demand created by:

1. Change in population

2. Change in workforce

3. Increasing rents

4. Decreasing vacancy rates

5. Decreasing capitalization rates

D. Compare proposed development to current demand
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MARKET FEASIBILITY COMPONENTS

I. Income and Sales Metrics

A. Rents

B. Lease structures

C. Expenses

D. Sales prices

II. Comparison to Comparable Properties
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TIF REVENUE PROJECTIONS – DISTRICT 
REVENUES OVERVIEW

I. Define the TIF District

II. Determine the base value

III. Deduct the value of any demolished structures

IV. Project future development & its timing

V. Project future assessed value

VI. Project inflation (reflects net change in appreciation and change in tax rate)

VII. Calculate change in assessed value from the base

VIII. Multiply the “incremental value” by tax rate
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TIF REVENUE PROJECTIONS – BASE VALUE
I. Review the enabling statute to understand the date that establishes the base (varies by 

state)

II. Obtain the list of tax parcels comprising the TIF district

III. Determine the sum of the assessed values creating the base

A. Assessor’s records

B. Geographic Information Systems (GIS)

IV. Understand assessed value compared to market value as defined by the assessor

V. Include tax-exempt properties, but assume $0 assessed value
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TIF REVENUE PROJECTIONS – BASE VALUE
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TIF REVENUE PROJECTIONS – PROJECT FUTURE 
DEVELOPMENT & TIMING
I. Obtain the proposed development by land use class

II. Determine the estimated date of construction completion for each proposed building

III. Review the timing of construction completion with market analysis

IV. Understand the following dates:

A. Development construction completion

B. Assessed as of date

C. Certified tax roll

D. Tax bill mailing date

E. Collection date for taxes

F. Tax bill installments 12



TIF REVENUE PROJECTIONS – PROJECT FUTURE 
DEVELOPMENT & TIMING
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TIF REVENUE PROJECTIONS – PROJECT 
ASSESSED VALUE
I. Confirm assessor’s approach to valuation

II. Estimate the future value of new development:

A. Comparable properties

B. Construction costs (Marshall & Swift)

C. Income capitalization Sales to assessed value

III. Adjust for assessment ratio (if not market value)

IV. Adjust for exemptions

V. Assume convention for development construction completion
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TIF REVENUE PROJECTIONS – PROJECT 
INFLATION

I. Review historical assessed valuation of property

II. Calculate the change in assessed value, net of new construction

III. Review historical tax rates

IV. Calculate the change in tax rates

V. Determine the net change in appreciation and tax rates
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TIF REVENUE PROJECTIONS – PROJECT 
ASSESSED VALUE
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TIF REVENUE PROJECTIONS – CHANGE IN 
ASSESSED VALUE
I. Projected assessed value (inclusive of inflation)

II. Subtract base value

III. Estimated incremental assessed value
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TIF REVENUE PROJECTIONS – CHANGE IN 
ASSESSED VALUE
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TIF REVENUE PROJECTIONS – INCREMENTAL TAX 
REVENUE
I. Estimated incremental assessed value

II. Multiply by tax rate

III. Divide by either $100 or $1,000 multiple

IV. Account for reduction in incremental tax revenues due to:

A. Discounts 

B. Tax credits

C. Historical collection rates

D. Administration collection costs
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TIF REVENUE PROJECTIONS – INCREMENTAL TAX 
REVENUE
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TIF REVENUE PROJECTIONS – TAX RATE
I. Constitutional limits 

II. Political changes

III. Participation by each taxing body (if multiple)

IV. Dedicated portion

V. Ability to capture increases
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TIF REVENUE PROJECTIONS – OTHER REVENUES

I. Enabling legislation provide for:

A. Personal property taxes

B. Sales tax

C. Hotel occupancy taxes

D. Parking taxes
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TIF REVENUE PROJECTIONS – DEBT 
UNDERWRITING QUESTIONS

I. How much?

A. Revenue constrained

B. Cost constrained

II. When?

A. Improvements being financed by TIF

B. Vertical development complete

III. Any risks?

A. Delay in absorption

B. Change in assessed value

C. Ability to levy special assessment or special tax as a backup
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CASE STUDY – KETTLE POINT (RHODE ISLAND)

East Providence Special Waterfront Development District

Southern Waterfront Development District

Kettle Point Sub-District

• Created in 2008

• Amended in 2010

• Base year established December 31, 2009
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CASE STUDY – KETTLE POINT (RHODE ISLAND)
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CASE STUDY – KETTLE POINT (RHODE ISLAND)

Churchill & Banks requests $10,600,000 in TIF Bonds in 2016 (not-to-exceed par amount)

Bonds purchased by ORIX to finance roads, water, sewer, parks and trails for project

Development:

• 148 apartments units

• 62 condominiums units

• 87,000 square feet of medical office
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CASE STUDY – KETTLE POINT (RHODE ISLAND)

Factors for consideration to project assessed value:

• City assessor initially assesses:

• Commercial property at cost and then converts to income capitalization based upon market

• Residential property using a combination of comparables and sales prices

• Assessed value is equal to 100% of market value

• Property is reassessed every three years

27



CASE STUDY – KETTLE POINT (RHODE ISLAND)
Factors for consideration to determine inflation factor:

• Historical appreciation in City:

• Commercial property is 5.4% from 2001 to 2016

• Residential property is 3.8% from 2001 to 2016

• Assessor communicated that approximately 1% of growth was attributable to new construction

• Historical increase in City mill rate:

• Non-owner-occupied average increase of 5.0% for same period

• Owner-occupied average increase of 3.3% for same period

• Assumed a 2%  annual inflation rate as a point of being reasonably conservative
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CASE STUDY – KETTLE POINT (RHODE ISLAND)

Factors for consideration of the available incremental ad valorem tax revenues:

• Limited 25-year term

• Tax bills are mailed as June 1 on the prior December 31st value

• Tax bills are due in four equal installments (July 1, September 1, December 1 and March 1)

• Differing tax rates for owner-occupied versus non-owner-occupied property

• Homestead exemption for owner-occupied properties

• Discount rate for property owners who pay taxes in full as of July 1

• Only seventy percent (70%) of incremental tax revenues available for debt service
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CASE STUDY – KETTLE POINT (RHODE ISLAND)
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QUESTIONS

Lindsay Banner, Associate Director

ORIX USA

P: 214.237.2029

C: 814.221.8734

Lindsay.banner@orix.com
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