THE COMMON COUNCIL OF THE CIVIL CITY OF NEW ALBANY, INDIANA, HELD A WORK SESSION IN THE THIRD FLOOR ASSEMBLY ROOM OF THE CITY/COUNTY BUILDING ON MONDY, AUGUST 6, 2012 AT 5:30 P.M.

The meeting of the New Albany City Council was called to order by President, Diane Benedetti at 5:30 p.m.  

MEMBERS PRESENT: Mr. Coffey, Mr. Caesar, Mr. Phipps, Mr. Blair, Ms. Baird, Mr. Zurschmiede, Mr. McLaughlin, Mr. Gonder and Ms. Benedetti.  
OTHERS PRESENT:  Matt Lorch, Carl Malysz, Tom Pitman, John Rosenbarger and Vicki Glotzbach 
Mr. Pitman went over the TIF overview that he presented the council and stated that he tried to make it as much of a useful resource as possible.  He spoke about the selection of members for the Redevelopment Commission.  He then moved on to the section that covered two lucrative office prohibition and conflicts of interest.  He went over meetings and stated that you are supposed to have an annual meeting in January each year.  He then went on to the rules and by-laws and stated that the Redevelopment Commission may, but it is not required to, adopt rules and by-laws.  He went over the jurisdiction of the Redevelopment Commission and the duties of the commission.  He stated that there is a new requirement that by January 30th of each year that the Redevelopment Commission file a report of its activities for the prior calendar year.  He went over the general powers of the Redevelopment Commission.  He also went over the creation of “areas needing redevelopment” and “economic development areas”.  He then moved on to the permissible uses of TIF revenues.  He elaborated on the section that explained that Redevelopment Commissions may spend up to 15% of their annual TIF revenues for educational or worker retraining programs.  He also elaborated on “eligible efficiency project” which is defined as “a project necessary or useful to carrying out an inter-local cooperation agreement entered into by two (2) or more political subdivisions or governmental entities.  He also explained that a Redevelopment Commission may, in some cases, be able to use TIF to pay the salary of staff to the extent that the employee’s services relate to a particular project in the allocation area.  He then moved on to the limit on term of TIF districts and also explained TIF replacement.  He went over financings involving TIF and effect of tax abatement on TIF districts.  He then explained the acquisition of real property by Redevelopment Commissions and the section on disposition of property by Redevelopment Commissions.  He spoke about the permissible uses of TIF.
Mr. Blair asked what happens if a TIF district does not generate enough revenue to pay off the bonds and there is no property tax backup.
Mr. Pitman stated that when the initial financing is put together, the lender is going to look at two things.  He explained that they are going to look at the TIF stream and they are going to look at the strength of the company in terms of its ability to make good on the note.   

Mr. Blair asked what if the company defaults. 

Mr. Pitman said if the company goes bankrupt, the loan would have been made then such that the city would not have any responsibility except as and to the extent that the TIF gets generated.  He stated that the lender is going to look carefully because they are going to know that they don’t have resorts to a property tax backup.

Mr. Blair stated that the thing that scares him is that you are asking the Redevelopment Commission or City Council to actually do credit underwriting. 
Mr. Pitman stated either it is a credit underwriting or granting in a sense of TIF.  He said that they are only agreeing to give it if it materializes.  He added that it also has a lot of similar features to a tax abatement because the offset can kind of be viewed as rebate of their own property taxes. 
Ms. Baird asked if the TIF is established and we are too specific such as using it for paving and later on is used for utilities, can you go back and amend that.

Mr. Pitman stated that you have to go back to the Redevelopment Commission, the Plan Commission, and the council and probably have hearings and then a confirmatory resolution.  He said that it is a real nuisance.
Mr. Phipps asked Mr. Pitman to tell him how TIF is different from other taxes. 
Mr. Pitman gave a scenario and explained that when company (A), which is an existing company, pays its property taxes to the county taxing authority those county taxing authorities will turn around and give a certain percentage to the school district, the city government, the township government, the library district and the county.  He stated that then comes a law allowing TIF to be done and the city specifies a certain area a TIF district. He stated that then a brand new company (B) comes in and builds a new plant within that territory.   He stated that company (A) will be divvied up as always but when company (B) pays its taxes, they get transferred to the jurisdiction of the Redevelopment Commission and become part of a pot of money that the Redevelopment Commission is able to use in furtherance of its goals.   He added that if company (A) expands it business after the creation of the TIF district then that expansion will get treated the same way that company (B) did.   
Mr. Phipps asked what if company (A) didn’t expand but simply things were more prosperous and the property values of everything in the TIF district increased.  
Mr. Pitman replied that there is a mathematical formula that is used and the goal is to keep you from capturing assessed value that just results from inflation and prices or in value.  He added that it is not precise so you will often see some slight impact as a result of changes in assessed value of the same property but by statute there is a neutralization requirement each year. 

Mr. Zurschmiede asked if you had a TIF district and it came to an end, what affect would it have on the rest of the tax base and/or the tax rate. 

Mr. Pitman replied that it potentially allows for a reduction of tax rates.

Mr. Malysz said say right now the city is collecting $5,000,000.00 in TIF districts and the city did away with the TIF districts, would the city suddenly have an extra $5,000,000.00.  

Mr. Pitman replied no because you are not getting most of that tax money; you are only getting your piece of it and it is not a huge piece.  If you terminate the TIF then you will not get everybody else’s piece.   
Mr. Blair asked if that would have the effect of lowering the taxes for the other uses like the school system.
Mr. Pitman stated that when TIF districts were created, the school funding formula was always as such that it would be virtually never the case that school corporations got less money as the result of the creation of a TIF district.   He stated that it just changed how much they got from the state.  If this was causing schools severe hardships, they would be upset but the state formula was making up any losses to them.  

Mr. Blair asked if the individual tax rates would go down if we did away with the TIF districts.

Mr. Pitman stated that it would be an expensive way of lowering of the tax rates.

Mr. Zurschmiede asked if we have someone that watches the auditor to make certain that things are being done as they should be.

Mr. Malysz stated that they do that when they present them with the TIF district.  He said that they make sure that the correct properties are included in that.  He added that they give them parcel numbers.
Mr. Zurschmiede asked if a new company locates in a TIF district, whose job is it to make sure that the auditor includes it.

Mr. Malysz stated that if they sense that there is something missing then they go to the auditor to see what they have. 
Mr. Rosenbarger stated that the parcels are the ones that answer to the auditor.

Mr. Blair asked if banks can impose financial covenants on the TIF district. 

Mr. Pitman replied absolutely and they do.

Mr. Caesar asked about the annual reporting requirement and that it goes to the mayor by January 30th.

Mr. Pitman stated that he doesn’t think many do that.

Mr. Malysz stated that he does.

Mr. Caesar asked if the council gets the reports.
Mr. Pitman stated that they are not required by statute to supply the council with the report.

ADJOURN:

There being no further business before the board, the meeting adjourned at 6:40 p.m.

_________________________________

_____________________________

Diane Benedetti, President



Vicki Glotzbach, City Clerk
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