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Fiscal Impact Analysis of Tax Allocation Districts

Executive Summary

At the request of the Fulton County Commission, we performed a fiscal impact analysis
on the Tax Allocation Districts (TADs). The purpose of the analysis was to project the
gains that would be realized by the Counzy upon the completion of a given TAD, as
compared to the additional expenses incurred during the life of the TAD due to an
increase in population. We selected the Westside TAD for this analysis because it is the
oldest TADs in Fulton County and it has the most information available. To perform the
analysis we used a modified method of fiscal impact analysis derived from the University
of Wisconsin’s Land Information and Computer Graphics Facility. This method called
for a cost/benefit analysis comparing expenses incurred during the life of the TAD to the
revenue that is realized by Fulton County.

For the duration of the Westside TAD, the County should realize a net loss. This is due
mainly to two factors: First, the taxable value is frozen at the base year (1998) throughout
the life of the TAD. Secondly, expenses will increase due to population growth.
However, when the TAD dissolves (after 2038), the County will realize a quick return on
investment because it will be able to tax cn the full amount of the increased property
values that have occurred over the 40 years of the TAD.

The information that follows will describe the known and assumed variables used to
determine the outcome. It will also describe calculation methods used to determine
forecasted revenues and expenses.

Known and Assumed Variables

Population

There are two areas of population that were of interest to this study. One was the
population of Fulton County, and the other was the population of the Westside TAD. All
historical population data used in the study was found through the Census information. In
addition, there was no assumption that the geographic boundaries of Fulton County will
change in the near future.

For Fulton County, actual population data was used from 1950 — 2010. In addition, the
Development Authority of Fulton County had also projected the population growth of
Fulton County up to 2035 using census data and, estimates based on a building permit
driven model by the Department of Environment and Community Development
(D.E.C.D.). Forecasts by D.E.C.D. are based on current trends and likely future
development. These numbers were combined to obtain an average growth rate of 1.87%
per year from 2011 — 2040.
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Fiscal Impact Analysis of Tax Allocation Districts

The actual population within the Westside TAD was determined using actual numbers
from Census tracts inside the district for 2000 and 2009 (the only years for which data
was available). The total change between this nine year periods was averaged and found
to be 0.26%. This number was then applied as the typical growth rate per year from 1998
through 2040.

Some may argue that this growth rate seems low when compared to Fulton County as a
whole, especially since this should be a high growth-rate area. However, most of the
development occurring and planned inside the district focused on commercial and not
residential development.

Revenues and Millage Rates

There are two revenues that were of interest in this study, General Fund: Ad Valorem
revenues within the TAD, and other revenues. Other revenues include revenues such as
intergovernmental, charges for services, and fines and fees.

There are two variables when determining Ad Valorem taxes: the first is property value,
and the second is millage rate. Determining revenue for a Tax Allocation District is
unique because the value used in determining revenues does not change for the life of the
TAD. In this case, the initial assessed taxable value of $271 million does not change from
1998 — 2038.

Actua]l Ad Valorem revenues earned from the Westside TAD were determined by
multiplying the actual General Fund millage rate by the base year value of the TAD. This
was done for 1998 — 2010. The result of this calculation is a decrease in revenue. This is
because Fulton County’s millage rate has decreased over the 12 year period (from 13.69
in 1998 to 10.28 in 2010). This resulted in initial Ad Valorem revenue of $3.7 million in
1998 to lower revenue of $2.8 million in 2010 (estimated actual).

It bears mentioning that the County still has the right to increase or decrease millage
rates. Therefore the forecasted revenue in tkis study may be changed by decisions made
by the Board of Commissioners each year when millage rates are set. And, since taxable
values are set at $271 million, lowering millage rates has two effects: (1) it decreases the
amount of Ad Valorem revenue available for operating money; (2) it decreases the
amount of money available for development within the TAD. Obviously, increasing the
millage rate has the opposite effect. In fact, if all bond issuances are paid early,
jurisdictions can agree to terminate the TAD before 2038, thereby quickening the
timeframe in which increased revenues are realized.

Projecting Ad Valorem revenues for the remainder of the TAD followed the same trend.
This projection used historical millage rate changes for Fulton County to determine future
change. From 1959 — 2010 Fulton County’s millage rate has decreased at an average rate
of about 1% per year (from 20.75 in 1959 to 10.28 in 2010). This resulted in projected Ad
Valorem revenue of about $2.1 million in 2038 (the last year of the TAD).

]
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After the TAD dissolves however, the full (net) value is again available to be used for
revenue generation within the General Fund. The development of this variable is
explained in detail in the Real Property Growth Rate section below. However, because of
the ability to use the actual value, the proiected Ad Valorem revenue jumps from $2.1
million in 2038 to $109.5 million on 2039. ,

Actual other” revenues were used in the calculation of total revenues received by the
Westside TAD and were calculated on a per capita basis. This was done by dividing the
actual “Other” revenue for the entire Gensral Fund by the entire population of Fulton
County from 1998 — 2010 (2010 based on budgeted amounts). This produced a per capita
revenue number that ranged from $162 in 1998 to $118 in 2010. This significant
downward trend was mostly due to recent :ncorporations within Fulton County and was
not used as a predictor of future change in per capita revenue.

In fact, using actual data for other revenue from 1992 — 2010, it was determined that the
average normal rate of change for other revenue was a 3.57% increase annually.

The projected per capita other revenue numbers associated with the TAD were
determined by multiplying the annual per capita rate by the annual estimated population
within the TAD. This produced projected other revenue associated with the TAD of $2.1
million in 1998 to $2.7 million in 2038.

Real Property Growth Rate

The real property value was used in determining the value of property within the
Westside TAD. For this study, the actual (net taxable) value was used to obtain revenues
from 1998 — 2008. The average increase in property within the TAD during these years
was 13.86% resulting in an increase of value from $271 million in 1998 to $807 million
in 2008. This value however was not used 0 determine predicted growth during the life
of the TAD. Instead, a combination of percentages was used for years 2009 — 2040. This
is due to a number of varying factors descrited below:

¢ Due to House Resolution 1, increases in assessments must not increase except in
certain cases from 2009 — 2011. However, since some new construction may
come online during those years, and since values of existing buildings will likely
continue to decrease slightly for the next few years, a percentage growth of only
1% was used for years 2009 — 2011.

e The rate of growth is expected to ircrease again from 2012 — 2016 and average
13.86% as assessments are allowed fo rise. This accelerated rate of growth is also
due to an anticipated bond issuance by the Atlanta Development Authority for the
Westside TAD in 2013 which will increase construction projects through 2016.

s After 2016, the rate of growth will slowly decline to match that of the rest of the
City of Atlanta. It is expected to fall gradually due to anticipated residual growth
within the TAD even after official projects have been completed.

* The average real property growth rate of the City of Atlanta is projected to be
6.73%. This number is based on the actual value of all property within the City of
Atlanta from 1994 —2009.
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The combination of all of the predicted growth rates yields significant increase in value.
In 1998, the taxable value of all properties in the TAD is $271 million. However, in 2038,
2039, and 2040, the value of the TAD is predicted to be $13.2 billion, $14.1 billion, and
$15 billion respectively.

While the change in value from $271 million in 1998 to $13.2 billion in 2038 seems
large it is logical when put into context. Tke Wests1de TAD made up 3% of the value of
the entire city of Atlanta in 1998; however it is ‘expected to be 4% of the value of Atlanta
in 2038.

Expenses

Expenses associated with the Westside TAD were derived from a per capita cost of the
General Fund. Police services however Lave been eliminated from the calculations
because those services (while located in the General Fund) are provided by the City of
Atlanta in the area of the Westside TAD. In addition, activities funded through enterprise
funds are not included because their revenues and expenses are derived solely from user
fees, offset one another, and are not part of the General Fund.

This per capita cost was multiplied by the actual population of the TAD annually from
1998 — 2010 (2010 estimated based on budgeted numbers). After 2010 the per capita cost
was estimated based on past growth of General Fund expenditures and expected growth
in population (both in Fulton County and inside the TAD) are discussed below.

In order to project the average percent change in General Fund expenditures in the
future, the actual average percent change in General Fund expenditures from 1992 —2010
(2010 based on budgeted numbers) were used. The average annual change during this
period was 3.48% and ranged from $322 million in 1998 to $584 million in 2010. Using
this rate, General Fund expenditures (less Folice) are expected to reach $1.38 billion in
2038.

The numbers were compared to population and yield a General Fund expense rate of
$551 per capita in 1998 and $766 in 2038. The projected population is increasing at a
slower rate than the expenses of the General Fund. These annual per capita rates were
multiplied by the annual population withir the TAD in order to obtain General Fund
expenditures related to the TAD. In 1998 the associated General Fund expenditures
related to the Westside TAD were $7.2 million and in 2038 are expected to grow to $11.1
million.

Conclusion

Based on the information above, our analysis indicates that the County would see a net
gain from the Westside TAD in the second year following its dissolution. This
assessment is obtained by subtracting all of the associated costs related to the population
in the TAD from all of the revenue related to the TAD from 1998 — 2040.
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Total per capita general fund operating exdenses related to the TAD from 1998 — 2038
equal $351.6 million. The revenue associated with the TAD from the same period is
$198.9 million. Therefore, from 1998 - 2038, operating expenses associated with the
TAD exceed revenues associated with the TAD by $152.7 million.

However, due to the fact that the County is able to collect revenue on the entire taxable
amount after the TAD has dissolved; there is an immediate influx of revenue in 2039. In
2038, for example, the expected Ad Valorem revenue from the TAD is expected to be
$2.1 million, but in 2039, the expected reveaue should be approximately $109.5 million.

With this sudden and large increase in revenue, it should only take two years (until 2040)
to overcome the loss incurred during the lite of the TAD (1998-2038). The expected net
revenue in 2039 and 2040 should be $10.9 million and $108 million respectively.
Therefore, in 2040 the County will have realized an overall net gain of over $56 million.
These numbers do not include any associated gains surrounding neighborhoods might see
as a result of development within the Wests:de TAD.
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Fiscal Impact Analysis of Tax Allocation Districts

Executive Summary

At the request of the Fulton County Commission, we have performed a fiscal impact
analysis on Tax Allocation Districts (TADs). The purpose of this analysis was to project
the gains that would be realized by the County upon the completion of a given TAD, as
compared to the additional expenses incurred during the life of the TAD due to increased
population. We selected the Westside TAD Tor this analysis as it is currently the oldest in
Fulton County and would have the most infcrmation available. To perform the analysis
we used a modified method of fiscal impact analysis derived from the University of
Wisconsin’s Land Information and Computer Graphics Facility. The method called for a
cost/benefit analysis comparing expenses incurred during the life of the TAD to the
revenue that is realized by Fulton County.

During the life of the TAD the County produces a loss for the majority of the years. Year
1998 begins with a profit of $69,568 and the TAD ends with a loss of 3 million in 2038.
The first year following the dissolution of the TAD has been projected to produce a profit
of 52 million, assuming the TAD dissolves in1 2038. By totaling all figures through 2038,
a net loss of 66 million is shown for the projsct. Meaning that the second year following
the TAD’s dissolution, the County is project=d to turn a profit. Therefore, from a fiscal
prospective (assuming TADs follow the mocel and trend of the Westside TAD) County
investment in TADs should produce net loss for the County upon a TAD’s dissolution,
while quickly turning a profit in the subsequent years.

Calculations
The calculation process was divided into two categories — revenues and expenses.

Revenues

The forecasted Ad Valorem revenue for the Westside TAD in 2038 was calculated using
the forecasted millage rates and forecasted value of property. One was then multiplied by
the other to obtain a forecasted Ad Valorem revenue amount. Non-Property Tax Revenue
was accounted for as revenue rather than a bzing subtract out of the General Fund
expenses. It was calculated on a per capita basis (similar to expense calculations) using
the total Fulton County residents as well as TAD residents. A per capita amount was
found for the County then multiplied by the number of residents in the TAD.

The forecasted millage rate was determined by finding the average change per year over
the last 10 years, (-0.01), and then applying that to the current millage. However, we did
not change the millage rate until 2012 due to the current downturn in the economy and
the fact that in similar economic times, this cownward movement tends to decline more
slowly. This put the General Fund Millage rate in 2038 at 7.72.

During the TAD, the County’s Ad Valorem revenue is restricted by the original value of
the TAD, 271 million. Given that the Millage rates are continuously falling, the Ad
Valorem revenue the County receives shrinks throughout the life of the TAD; originally
starting at 3.7 million, it reaches 2.1 million :n 2038.

Multiplying the forecasted millage rate by the estimated value in 2039 yielded Ad
Valorem revenue of 57.6 million. With Non-Property Tax revenue projected at 2.6



million, the County would see 60.2 million in revenue the first year and thus recouping
almost all losses on the project during that year, those being a net loss of 66 million.

Expenses

The total expense to the County (of the TAD) was the sum of each year’s expense
resulting from new and existing residents within the TAD. The method called for finding
a per capita expense of each citizen, then multiplying that expense by the base number of
residents, the number of residents in the district prior to the TAD, plus the cumulative
number of new residents in the TAD.

The increased population estimates were based on current trends within the County and
the TAD using Census Tracts, data provided by the Atlanta Regional Commission and
the County’s official Demographer.

Expenses from 1998-2010 were taken from budget book Actual figures of the County’s
General Fund. The projected figures, all those past 2008, were estimated using the
average change per year from 1998-2010. These figures were then converted to a per
capita expense based on population projections. These expenses ranged from $558 in
1998 to $537 in 2038.

The annual per capita expenses were multiplied by the residents in the TAD for each year
of the projection. The resulting figures account for each year’s total expense during the
life of the TAD borne by the County’s Gene-al Fund due to the TAD’s population during
the entire period of the TAD.

Expenses outside of the General Fund (and some within the General Fund) were not used
in this calculation for a few reasons.

1. Being located within the City of Atlanta, both Police and Fire protection are
provided by the City of Atlanta and therefore increase in population will not
affect the County’s operating expenses in these areas.

2. Even though Water and Sewer are provided by Fulton County, these operating
and capital expenses are paid for by user fees and are self-contained within their
own fund. Therefore, regardless of population size, these expenses are cancelled
out by the user fees that are collected.

However, were Fulton County to embark on a TAD in an unincorporated area, expenses
such as Fire and Police should be included in the per capita rates as these costs should
increase based on changes in population.

Conclusion

Our analysis indicates that the County woulc see a profit from the Westside TAD the
second year following its dissolution. Using the first year’s revenue of 60 million and 6
million out of the projected 64 million in revenue of the second year to pay for the loss of
the project would allow for the County to start turning that profit the second year. The
subsequent years are projected to see profits reaching the upwards of 90 million through
2048.

Attachment: Calculation Summary



Projected Revenue vs Frojected Expenses
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Projected Revenue: The projected revenue tkat is realized by Fulton County from the
Westside TAD area.

Projected Expenses: The projected expenses realized by Fulton County associated with
all residents within the Westside TAD.
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Projected Profit: Projected Revenue less Projected Expenses.



