
REDEVELOPMENT AGENCY OF CENTERVILLE CITY AGENDA

NOTICE IS HEREBY GIVEN THAT THE REDEVELOPMENT AGENCY OF

CENTERVILLE CITY WILL HOLD A PUBLIC MEETING AT 9: 25 P.M. ON

TUESDAY, MARCH 4, 2013 AT THE CENTERVILLE CITY COMMUNITY

CENTER AND CITY HALL COUNCIL CHAMBERS, 250 NORTH MAIN

STREET, CENTERVILLE, UTAH. THE AGENDA IS SHOWN BELOW.

Meetings afthe Centervi/le Redevelopment Agency Board may be conducted via electronic means pursuant to Utah Code Ann. 952-4-

207, as amended. In such circumstances, contact will be established and maintained via electronic means and the meeting will be

conducted pursuant to the Electronic Meetings Policy established by the City Council for electronic meetings.

Centerville City, in compliance with the Americans With Disabilities Act, provides accommodations and auxiliary
communicative aids and services for all those citizens in need ofassistance. Persons requesting these accommodations

for City-sponsored public meetings, services, programs, or events should call Blaine Lutz, Centerville Finance Director,

at 295-3477, giving at least 24 hours notice prior to the meeting.

Tentative

Time:

9: 25 A. ROLL CALL

B. NEW BUSINESS

L MINUTES REVIEW AND ACCEPTANCE

February 18, 2014 meeting

2. Approve Tax Increment Participation Agreement relating to the Salmon

Pasture Development within the Barnard Creek CDA

3. Consider use ofRDA funds for enhancements to Main & Parrish

Intersection Project

C. ADJOURNMENT

Steve H. Thaeker

Executive Director
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Minutes of the Redevelopment Agency of Centerville meeting held Tuesday, February 18,

2014 at 9:46 p.m. in the Centerville City Hall Council Chambers, 250 North Main Street,

Centerville, Utah.

DIRECTORS PRESENT Paul A. Cutler, Chair

Ken S. Averett

Tamilyn Fillmore

Stephanie Ivie

Lawrence Wright

DIRECTOR ABSENT John T. Higginson, Vice Chair

STAFF PRESENT Steve Thacker, RDA Executive Director

Blaine Lutz, Finance Director

Lisa Romney, City Attorney
Katie Rust, Recording Secretary

VISITOR Craig Salmon, Salmon Pasture Development

MINUTES REVIEW AND ACCEPTANCE

The minutes of the January 28, 2014 RDA meeting were reviewed. Director Ivie made a

motion to approve the minutes. Director Wright seconded the motion, which passed by
unanimous vote (5- 0).

APPOINTMENT

Director Ivie made a motion to appoint Director Averett to serve as an RDA

representative on the Administrative Control Board of the Davis Center for Performing Arts

ACB). Director Wright seconded the motion, which passed by unanimous vote ( 5- 0). Vice

Chair Higginson will continue in his current term as an RDA representative on the ACB.

PROPOSED CONTENT FOR TAX PARTICIPATION AGREEMENT RELATING TO

THE SALMON PASTURE DEVELOPMENT WITHIN THE BARNARD CREEK CDA

Staff made recommendations regarding a tax increment participation agreement relating
to the Salmon Pasture Development within the Barnard Creek CDA. Steve Thacker, RDA

Executive Director, explained a contradiction in street lighting requirements between the

Commerce Shorelands Park guidelines and City development guidelines. Mr. Thacker stated

he feels there is justification for eliminating the required street lighting for the project area, but

he will further examine the lighting needs with the Police Chief. Mr. Salmon has requested a

delay in the requirement to install the waterline and curb and gutter along 1275 North. The

agreement could be written to specify that tax increment could not be disbursed until installation

occurs. Staff will discuss the pros and cons and bring a recommendation to the RDA. Craig
Salmon stated he cannot see that the City needs the curb and gutter and waterline on the north

side of the project at this time. The project would be easier if the infrastructure costs could be

spread out.

The RDA discussed the project, and indicated general support for moving forward with

the tax increment participation agreement. Staff will draft an agreement to present to the RDA

at the next meeting.
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Item No. 2.

Short Title: Consideration of the Redevelopment Agency of the City of Centerville to Approve Tax

Increment Participation Agreement relating to the Salmon Pasture Development within the Barnard

Creek CDA

Initiated By:

Scheduled Time:

SUBJECT

RECOMMENDAnON

Approve the Participation Agreement between the Centerville Redevelopment Agency and

Salmon HVAC for the Pastures commercial development.

BACKGROUND

As directed at the February 18th meeting, staff and LYRB have drafted a Participation Agreement
between the Centerville City Redevelopment Agency and Salmon HVAC. The Agreement is based

on the analysis by LYRB outlined in the January 27th memo ( see attached), and staff

recommendations as discussed at the February 18th meeting. A final draft was not available at the

time of distribution of the agenda, however a preliminary draft is attached and the final will be

attached as soon as available. UPDATED; FINAL DRAFT IS NOW ATTACHED.

In short the agreement includes:

1) Salmon HVAC will receive 100% of the tax increment received from the Pastures project from

20 years from the time increment is received by the RDA, or a maximum of $889,609 whichever

comes first. The $889,609 is the gross amount estimated in the LYRB memo on page 5.

2) That the project would need to commence at a date certain. That wording is not complete in the

preliminary draft.

ATTACHMENTS:

Description
rJ Final Draft Particioation Aareement

LYRB memo 1/ 27/2014

J Preliminary Draft Aareement



TAX INCREMENT PARTICIPATION AGREEMENT

Between

Redevelopment Agency of Centerville City
and

Salmon HVAC

This Tax Increment Participation Agreement ( the " Agreement") is entered into as of this

day of 2014, by and between SALMON HVAC ( the " Company"), as the

owner of certain real property located in Centerville City, Davis County, Utah, on which it proposes

the development of a light industrial/flex space project known as the PASTURE PROJECT as

defined below, and the REDEVELOMENT AGENCY OF CENTERVILLE CITY, a

redevelopment agency created under Utah law ( the " Agency") in contemplation of the following
facts and circumstances:

A. WHEREAS the Company owns approximately 4.87 acreS of real property located at

approximately 605 North 1250 West, Centerville City, Davis County, Utah, ( the " Site"), which is

depicted in EXHIBIT A: MAP OF PASTURE PROJECT, and desires to develop a light industriallflex

space development project;

B. WHEREAS the Company has presented to the Agency and its representatives the estimated

value of the proposed improvements and development to the Site, which will improve parcels
060030046 and 060030031, and which includes thtee) ight industrial buildings ( as detailed in

EXHIBIT B: ARCHITECTURAL RENDERINGS) for a totah~stimate of 51 ,386 square feet ( the " Pasture

Project"), resulting in an estimated taxable value of approximately four million fifty thousand four

hundred ninety-eight dollars ($ 4,050,498) as shown in EXHIBIT C: ESTIMATED PRIVATE

INVESTMENT ANALYSIS;

C. WHEREAS, it is necessary for the Company to construct infrastructure and site

improvements prior tqthe fulLqevelopment of the Pasture Project, which infrastructure and site

improvement costs ( the " Infrastructure Costs") are estimated to be $ 758,519 ( as more fully depicted
in EXHIBIT D: INFRAStlllJCTURE COSTS AND IMPROVEMENTS);

D. WHEREAS the Company has presented to the Agency and its representatives a projected
financing pro forma, which includes justification for the Agency' s participation in a portion of the

Infrastructure Costs;

E. WHEREAS the Agency has heretofore created the Barnard Creek Community Development
Project Area (" Project Area") in 2014 that is comprised of the properties that includes the Site,

which authorizes the Agency to use all tax increment as allowed in the Community Development &
Renewal Agency Act, Utah Code Annotated (" UCA") 17C ( the " Act");

F. WHEREAS the Agency has heretofore adopted and authorized the Barnard Creek

Community Development Project Area Plan and Budget that provides the Agency the ability to

negotiate participation and tax increment agreements with developers and property owners;



G. WHEREAS the Site and the proposed Pasture Project, due to its location within the Project
Area, generates incremental property tax revenues to the Agency;

AGREEMENT:

NOW THEREFORE, in consideration of the mutual covenants, conditions, and

considerations as more fully set forth below, the parties hereby agree to the Participation Agreement
as follows:

I. Tax Increment Financin!! Incentive. Subject to the terms and conditions of this Agreement,
as a consideration for the Company constructing and developing the Site, the Agency agrees to

contribute to the Company certain tax increment received by the Agency and produced by the

creation and development of the Pasture Project (as morefidly described below in subparagraph A).

Payment of tax increment to the Company is intended to be used by the Company as a

reimbursement for Infrastructure Costs incurred in connection with the Pasture Project.

A. The Agency will remit 100% of Pasture Project Tax Increment (" Pasture Project Tax

Increment" shall mean the amount ofproperty tar: revenue repeiw!dby the Agencypursuant to

the Budget and Inter/oca/ Agreements related to the Pasture l'rojectand which tax increment

revenue is generated by the parcels ofproperty that constit~lte the Site), commencing on the

next succeeding tax year after the Project f\.reataxjncrement has been triggered by the

Agency. The total amount ofthe Pasture Project T::\x;,lncrement to be remitted by the Agency
to the Company shall be the lesser of either:

I. twenty-years from the date the Agency first receives the Pasture Project Tax

Increment, or

11. until the maximum Pasture Project Tax Increment amount equals $ 889,609 ( as

more fully described ill EXHIBIT E: CALCULATION OF TAX INCREME:'IT

FINANCING INCENTIVE).

2. Timin!! of Infrastructure lmorovements. Infrastructure, site improvements, and building
construction related tOPll.ase I of the Pasture Project are anticipated to occur within the next five

years. Should the timing of Phase I be delayed beyond 20 19, this Agreement will become invalid

and the Company will be required to approach the Agency for a tax increment financing incentive

under a separate agreement or amendment to this Agreement.

3. Timin!! and Payment of Tax Increment. The Agency shall commence payment of Pasture

Project Tax Increment outlined in I ( A) above commencing April 15th on the next succeeding tax

year after the Project Area tax increment has been triggered by the Agency. It is further agreed that

the condition of this Agency payment related to Pasture Project Tax Increment is subject to receipt of

said monies from Davis County.

4. RDA Authoritv. The Drawings and Preliminary and Final Construction Documents shall be

subject to general architectural review and guidance by the Agency. The City' s approval is directed

to such matters as planning, zoning, engineering, structural matters, compliance with City buildings
codes and regulations, conditional use permits, and applicable State, federal or local laws relating to



construction standards. The Company understands that the Agency' s approval is in addition to the

City' s approval. The Agency' s determinations respecting the Company' s compliance with the

Project Area Plan, the Preliminary and Final Construction Documents and this Agreement shall be

final and conclusive. The approval of the Agency shall not be unreasonably withheld or denied.

5. Successors and AssiIWS. This Agreement may not be assigned by the Company without the

expressed prior written consent of the Agency, said consent not to be unreasonably withheld.

6. Amendments. Except as otherwise provided herein, this Agreement may be modified or

amended by, and only by, a written instrument duly authorized and executed by the Company and

the Agency.

7. Governinl! Law and Interpretation. This Agreement shall be governed by the laws of the

State of Utah, and any action pertaining hereto shall be brought in the applicable state or federal court

having jurisdiction in Davis County, Utah.

The remainder of the page is intentionally Ie~ blank.)



THIS TAX INCREMENT PARTICIPATION AGREEMENT IS EXECUTED to be effective

as of the day and year first above written.

COMPANY: SALMON HVAC

a Utah company

By:
Owner

AGENCY: CENTERVILLE CITY REDEVELOPMENT

AGENCY,

a municipal agency ofthe state of Utah

Attest: By:
Paul Cutler, Agency Board Chair

Agency Recorder















EXHIBIT E: CALCULATION OF TAX INCREMENT FINANCING INCENTIVE

Lewis Young Robertson & Burningham (" LYRB") was commissioned by the Agency to review

the Pasture Project cash flow pro forma in order to identify a reasonable and justified level of tax

increment participation from the Agency. The attached memorandum includes a detailed

analysis of the pro forma. Page five of the memorandum concludes that in order for the

Company to receive a reasonable return on equity of 8. 5 percent, the tax increment incentive
from the Agency should be $ 889,609 ( see attached Memorandum dated January 27, 2014).



Memorandum

To: Steve Thacker, City Manager
Blaine Lutz, Assistant City Manager & Finance Director

From: Jason Burningham, Lewis Young Robertson & Burningham, Inc.

Date: January 27, 2014

Re: Salmon Pasture Development Analysis

INTRODUCTION

Lewis Young Robertson & Burningham, Inc. (" LYRB") has been asked by the Redevelopment Agency
of Centerville City ( the " RDA") to review the Salmon HVAC (" Salmon") cash ftow pro forma for the

Pasture Development Project ( the " Project"), The Project was a key driver for the development of the

recent Barnard Creek Community Development Area (" CDA"). Preliminary data regarding the Project
was used to substantiate the need for a CDA to assist in the cost of infrastructure improvements, The

purpose of this document is to provide a more detailed review of the Project's cash ftow pro forma,

capital structure and potential return on investment in an attemptto identify a reasonable and justified
level of tax increment participation from the RDA.

SALMON PASTURE DEVELOPMENT SUMMARY

Salmon owns approximately 4, 87 acres within the Barnard" Creek CDA, and has proposed the

development of three light industriallftex space buildings on the property, The proposed development
includes the following:

E ~ ;;-"" J,;'iE.')'-'! i!U,"

BUILDING 1 TOTAL SQU~ F~ET"
27,757

9,317

14, 312

51, 386

Building. 1,

Building 2

Building, 3
c- ........_"._.~__.__.

Total

The total project is estimated to cost $4,098,609 as shown in the table below.

oJ;); ;>? ",;:t.:: C

BUILDING
nM____~___ _ __~ ______~__.._

Building Construction Costs ($ 65/SF),

Infrastructure Costs

Total

or

l .TOTAL SQUARE FEET ,
1

3, 340,090

758,519

4,098,609

Salmon is requesting that the RDA consider participating in the proposed development by reimbursing
the costs for infrastructure, This could be done through a combination of an upfront deference of fees

as well as a pass through of tax increment over the next 20 years, Salmon claims participation from

the RDA is necessary in order to achieve adequate economic incentive to develop the project. The

infrastructure costs are estimated at $758,519 and are detailed below,

e

SALT LA~ E CITY, UTAH 84101 OFFICES'OL596.0700FA.\. 801.590:2$.00
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i

i

ifif";\ ~ ,,,...~-'"
M^~^~~~_"

U_'

BUILDING

I f'etainingWall- Nativerock

Netlandlm~rovements

Subgrade
Storm Drain

Curb and Gutter

Sidewalk and curb

Asph~ lt

Sewer

Power/Electrical
n ___n__

Water

Gas
u

Lan~sca~e~~~ .

9ading [) ogks.
i Total

n_

m __ __.._________~.. ___

r.clTALSQUAoREfEET~ .... .
32,000

43,365

53,822

32,410..

29,221

FO,975

241, 611~

n . . . _ $

55,60.0
30,135

92,370_

18,010
23,000 !

36,000 i

158, 519]
unl

I

PRO FORMA ASSUMPTIONS

In order to determine if the request from Salmon is reasonable ahq neoessary, LYRB completed a

thorough review of the development pro forma. Table 4 summarize:;; the assumptions in the pro forma.

1'.'\;:;'1"" 4: p,; ,'};' .. ,~'" ,~< --, ->',j::" 'c" S
w~____~_'-_____,,~~__________~_____,_

ASSUMPTiONS~ -...[ ORiGiNALASs(jMPTjoNS~
jLYR~ YI~ IFI!:QLhJ ~ ..( SALMON) ..

70%.

n".. h~:=~o.~5.

7.0%
h."_ ..~..._. ---~~~_.~ -.-... 

I .
15.0%

0. 65

10%

AsSUMPTIONS:

Loan to Equity
LElaseRate/ SF (ModifiedGross) 

n_ _ h_

vac~ ncy . .. _____ _~
Operating Expenses ( Management, Maintenance,
Select Utilities, Tax Expenses)!..

I CAP Rate!

Interest Rate!

i Loan Term:

20%

Q% l
r~^'

6.0%.
r-- . -_..._. M20,

8.50%

The following detailSLYRB's research and validation of the assumptions listed above:

Loan to Eauitv: Salmon stated that the loan to equity for the Project would be 70% loan, 30% equity.

Lease Rate/SF: Salmon identified the lease rate to be approximately $ 0.65/SF per month. LYRB

verified this rate by researching comparable data from Commerce Real Estate Solutions, CBRE Global

Research and Consulting, Coldwell Banker, and comparable industrial developments in Salt Lake and

Davis Counties. The table below shows comparable lease rates. Based on this comparable data and

discussions with Salmon, LYRB feels that $0.65/SF is a reasonable lease rate.

Page
BUi~NINm-IAM; It\T. L!' J<:KClTV; UTc\1-l 84101'
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r---~-
I
I

I
i
i

I

Yi~"-LSFlIR~()JB_R!<NCH21.
Term

T--

Amortization '

Rate

m-

I

UU. -. u_, '" .._ _' W'_~__~~^^'~"

20 I
5.75%

With a 70 percent loan to equity and using a six percent interest rate amortized over 20 years, LYRB

calculates the annual debt service or loan payment to be approximately $250,135 as shown in the table

below.

JLcB D:::J' S,; 2/ iCC'

DEBT SERVICE CALCULATION
UUM___U. W _._._ ..___._..'~ M_'_"-

C'
M'~' m..'

Total Project Costs '

Loan Amount 70%

i! t~l11()unt 30%

i Loan Payment (Debt Service):
m..n........_ m. m________n_________ m..________..____.I

PRO FORMA ANALYSIS

Based on a monthly lease rate of $ 0.65, the total gross operatingjncome would be approximately
400, 811 annually, as shown in Table 9.

r":~,.:+0 Ch,'.:'ss Q" ER,Yi ':; inUJth' C,AL':; U,,\!- C\

I -- """'"'''''' T''' """

SUILtlfNG j TOTALSF : RA
i -.. .... ---~ --" 1""-----. ".. -27,'157----.

2 9,317

3 14, 312

Totals' . .. 51, 386T-

T,' 
w.-

P..R"O-~ UA."._..

j1 '''' PROoFORlt\A. - c"".....

llNTHLIIL ___ fAoN.!HLy _

L..,,_..\
tl!l,uAt.

0. 65 $ 18,042.05 $ 216,504.60

0.65'''.' ". $ 6,056.05 : . $ 72,67260

0.65' """ "$ 9,30280:"" ,,$ 111, 63360

33,400.90 I $ 400,810.80 .

Using the assumptions outlined above, Taple 10 calculates the return on equity (after debt service) for

the Project assuming no assistance from the RDA for infrastructure improvement costs. This scenario

results in a return qr\ equity of approximately 5.43 percent. Salmon would likely not pursue the

development of the Proje.ct with Sl.Ich a low return.

TA.
3,,'

EJC.' P;:;.:) ;::C;:',~:~.'~ N;:;.\/ ,'''''''' :'.:.,~,-::..,-

rPRO. MA (ANNUAL)
ii3ross 6peratinglncome
i (

Vacancy @ 7.0%)

rEflective Gross Operating Income

l (Operating Expenses ~ 150%)

Net Operating Income

Debt Service

Remaining Income

400,811

28,057).

372,754

55,9132
316,841 i
250, 135)

i66,706)

m_n

ReturnonEquity( After Debt Service) 5.43% .

UTi\H84101
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I
M__'~~_"___"'__

A reasonable return on equity is approximately 8. 5 percent. Table 11 calculates that the annual tax

increment incentive should be approximately $ 44,480 in order to generate a return on equity of 8. 5

percent. Over a period of 20 years, this amounts to $ 889,609 or approximately $ 510, 187 net present
value ( NPV).1 A detailed pro forma along with assumptions is shown in EXHIBIT A.

TAGLE 11. F"~,~ <"::" i) - ;";':'~ ,;eo';' i iN":;:" 5''';': >~.

PRO FOR.M.~( AtjNUAL)

Gross Operating Income

Tax Increment Incentive

Vacancy@7.0%)

Effective Gross Operating Income

i ( Operating Expenses @ 15. 0%)
i____n________m___ m___. mmmm____ mm___________n_m_ nmm

Net Operating Income

Debt Service

emainin!llncome .....~...~ ~ ~. ~ ~

MM_..____..__.__ f- I
400,811

44,480

28,057)

417,234

62,585) ,

354,649 '

250, 135) 1

m$

1 04,515Ji--'

T'

Return on Eguity {After DebtService) . '
c,j

8;50% 1

Based on the analysis above, LYRB believes that Salmon' s requesl forreimbursement of infrastructure

improvement costs, through tax increment or a de.ference of fees, is reasonable and justified. The

following section estimates the tax increment thatWilllikelybe generated from the Project.

PASTURE PROJECT TAX INCREMENT GENERATION

Three main assumptions are used to calculate the taxable value of the Project which is then used to

estimate the amount of tax increment gent;!rated by the Project. These assumptions include: building
value per square foot, personal property, and incremental land value per square foot.

Salmon estimates the cost to construct thebtiildings within the Project to be $ 65.00 per square foot, for

a total of $3, 340,090. Whilt;! the construction cost is $ 65.00 per square foot, the assessed value may
be slightly lower th1lnthis amo.unt. LYRB compared data from industrial developments in Davis, Utah,

and Salt Lake Counties to determine a reasonable building assessed value per square foot and an

incremental land value per square foot. LYRB also used comparable data from other project areas to

determine the approprialeamount of personal property that should be included.

Using these comparables, LYRB estimates the building assessed value to be $ 55.00 per square foot,

personal property to be approximately 40 percent of the building value, and the incremental land value

to be $ 1. 66 per square foot. These assumptions are further detailed in EXHIBIT B and were used to

calculate the amount of tax increment generated by the Project.

LYRB estimates the taxable value of the Project to be $ 4, 050,498 upon completion of the Project. A

detailed tax increment budget is shown in EXHIBIT C. The total tax increment revenue generated by this

Project is shown in Table 12. LYRB estimates that the Project will generate a total of $ 1, 103,411 in tax

increment revenue.

j Using a discount rate of six percent
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L__~~_~_~___
I

I ':,: 3', E1)- ":::",,: 1,' t,'1' R'~"iE':'" ";""':",,:.,','"

TAX INCREMENT ANALYSIS

Davis County
County Library
Davis County School District _

Centerville

Weber Basin Water Cons. District

DavisCounty MosquitoAbatementDistrict
South Davis County Sewer Improvement District

South Davis Recreation District
m__nn.____m___._

Total Incremental Revenue

12012RATES~ T

j (!) ISTRICT 8) _ 1
0.002391

0.000396

0.008941

0. 001165

0. 000215

0.000105

0.000330

0. 000399

0.013942:

l--~-~~--~ -~ - - --~ ~ -TOTALS NPV

189, 231 $ 106,872

31, 341 _ _ $ 17, 700

707,617 _. $ 399,641

92,202 $ 52,073.

17,016 $ 9, 610 .

8, 310 $ 4,6931
n_._._ m_____.. _...______ m....~___nn__...._,_.1

26, 117 $ 14,750 :
31, 578 ... . $ 17,834 :

1, 103;411 r _ . $623, 173 !

However, according to the interlocal agreements that have recently been finalized, 25 percent of this

revenue is passed through to the taxing entities and 75 percent remains with the Agency. Table 13

illustrates the tax increment revenue that remains with the Agency for use within the Project Area. It is

estimated that the project will generate approximately $ 827,558 or a NPVof $467,380. 2

r;\b:( T.:. I " i;:"(~:,'C,: f ;'?,','E); d( ";: ; >-''(:;,' i' ,_\"'~'

T&tIN. c~M'E~rj\~AlYS1S ~
Davis County

I CountYLibrary:
Davis County School District

Centerville _ _ _ . _

Weber Basin Water Cons. District

Davis County Mo~guito Abatement District

South Davis County Sewer Improvement D:strict

South Davis Recreation District 1
Total.Prop_e~ Iaxincrementfor Proj~ t

Atea.:J~ -

PARTictPATlorA.i'a!ALS:~'
75% r - $ 141, 923

750/0- 1'- -$ 23,505
75% - _-$ 530,713

1- 75% _ __$ 69, 151 "

75% $ 12,762 .

750/0 $ 6, 233

75% $ 19,588

75% " ,. '$ 23,684 .

L $
827,558

fL~::J
80, 154

13,275
299} 301

916~{ 1
7, 207 :

3,520 I
m--n.--.----.--.--

1
11, 0631
13,376

j

u$~

67,38~ j

SUMMARY AND RECOMMENDATION

Based on the analysis performed above, LYRB believes there is adequate justification for RDA

participation, specifically to support the cost of infrastructure improvements. Our estimates show that

assistance from theROA is necessary in order for Salmon to achieve a reasonable return on equity of

approximately 8.5 percent. Assistance from the RDA could be in the form of reimbursement with tax

increment monies generated from the project area or from a deference of fees upfront, in which case

the RDA may choose to reimburse the City through tax increment for the deferred fees. Without

assistance from the RDA, Salmon may choose not to pursue immediate development of the Project.

2 Using a discount rate of six percent.

U-r-:....H84101





Pasture Proforma (LVRB Assumptions)

SO. 65

10%

10.65

0%

Modified Gross

Pfo- fOl'
mall. 1oothty

18,04205

h. ,,$
6,0;:05

9,302.80

4. ...,"" $
33.' 00.90

400.811 <:)~

I

44.
480

To'" T.. ,,"''''' I

128.057) "",,',, (

ov" 20 y,~,,)

417.234~ 

5889,609

S62, 585)

1354''' 9~

1250.1351

104. 515

8.10%1

Acres :.~ ....

It ~

CO~ lpe~Squarfi'Foot

I

20%

8.50%

15.0%

8.50%

6.0%

20

Mailllenance, SeIe<:I

Vacancy:

Operabng Expenses ( Managemen
Ublilies, Tax Expensesj:
CAP Rate:

IntereslRate:

Loan Term:

Pro-forma Annual

216,504. 60

72,672.60

111, 633.60

400,810.80

10.65

0.65

0.65

Ratelfl Monthly
27,757

9,317

14. 312

51.
386

TolalSf

27.
757

9, 371

14. 312

UnitSile

1

2

3

Bldg

NPV of Total Tax Increment

Incentive

510,187

t.!otals

Pro. forma( Annual

7%

15%

IGross Operating Income

Tax Increment Incentive

Vacancy)

Effective Gross Operating Income

Operating ExpellseS)
Net Operating Income

DebtSel"
o'ice

42 Coverage Ratio

81.
20

Prk:elSFPro-Forma

4, 172, 344. 90

SO. OO

4, 172. 344.90

65.00 per sQuare foot

I

Salmon Co5.
tS

3,340,090.00

753.519.00

4,098,609.00

2,869,02f.30

1, 229,582. 70

250,134. 79

Remainmglncome

Return on Equity (After Debt Service)

Investment Summary
Price

land Price

Total

Projected Markel Value (Based on Market leasing Rates)

4, 172,344.90

Building CooINCIion Costs

Infrastructure Costs

Total

loan:

Equily:
loan Payment (Debt Service):
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Memorandum

To: Steve Thacker, City Manager
Blaine Lutz, Assistant City Manager & Finance Director

From: Jason Burningham, Lewis Young Robertson & Burningham, Inc.

Date: January 27, 2014

Re: Salmon Pasture Development Analysis

INTRODUCTION

Lewis Young Robertson & Burningham, Inc. (" LYRB") has been asked by the Redevelopment Agency
of Centerville City ( the " RDA") to review the Salmon HVAC (" Salmon") cash flow pro forma for the

Pasture Development Project ( the " Project"). The Project was a key driver for the development of the

recent Barnard Creek Community Development Area (" CDA"). Preliminary data regarding the Project
was used to substantiate the need for a CDA to assist in the cost of infrastructure improvements. The

purpose of this document is to provide a more detailed review of the Project's cash flow pro forma,

capital structure and potential return on investment in an attempt to identify a reasonable and justified
level of tax increment participation from the RDA.

SALMON PASTURE DEVELOPMENT SUMMARY

Salmon owns approximately 4. 87 acres within the Barnard Creek CDA, and has proposed the

development of three light industrial/flex space buildings on the property. The proposed development
includes the following:

i.' c.;" T.";.:>'!.,>"
m_~_~n_'.~ ." m~m.'_.~_"

BUILDING r ~ tOTAij9UAREFeET~~ I
l 27,757

9. 317

14, 312

51, 386

Building 1

Buildin!Ju2. . .
Building 3u
Total

The total project is estimated to cost $4,098,609 as shown in the table below.

o.6u: 2: T:' l'\ L P;>:;~ t:,~" C>,'
I~."""'_' ... .".__.~

M_'~.... m'."",'__"__""__

u

BUILD!NG . ..~

Building. Construction. Costs ($65/SF)

Infrastructure Costs

Total

LTOl"Ai.~Q~ AREFiE.C 1
3,340,090 !

n..........______........___...,_.p..__._, I

758,519 .

4,098,609 :

Salmon is requesting that the RDA consider participating in the proposed development by reimbursing
the costs for infrastructure. This could be done through a combination of an upfront deference of fees

as well as a pass through of tax increment over the next 20 years. Salmon claims participation from

the RDA is necessary in order to achieve adequate economic incentive to develop the project. The
infrastructure costs are estimated at $758,519 and are detailed below.
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j
r'\S, E 2 i,,:,,~;> ':;' v..' . ,. 'v,.'.:";'

oo~_______~"~~"_'~'~'___ __,____ w~_w__~,_

BUILDING

Retaining Wal'- 
Nativerock.._..Wetland Improvements

Subgrade
Storm Drain

Curb and Gutter

Sidewalk and curb

Asp~alt_ _ ..

Sewer

Power/Electrical
M

Water
M."__.__

Gas
n. n ...... .. _

Landscape .

I ~
oa,ding Docks

I Total

TOTAL SQUARE FEET
32,000

43,365

53,822..

E2,410.

29,221

EO,975.

241, 611 J
55, 600

n.... _. . n$

30, 135J
92,370:

18,010,

23,000'

n$

36,000:
758,519.

I

I

I..
n

PRO FORMA ASSUMPTIONS

In order to determine if the request from Salmon is reasonable and necessary, LYRB completed a

thorough review of the development pro forma. Table 4 summarizes the assumptions in the pro forma.

AsSUMPTIONS:

T,,':;,E 4: l":<) F(,:~:,'";{). ;':", 1eT:;;\i;

I Loan to Equity:I.._____ m.'.

Lease Rate/ SF ( Modified Gross):

Vacancy:
uuuu__......n......nn..__......_.. ....__.__..____..__n_ m _ muuuu. m.... n.mmmu _ moo __. '.. .. c_.. .,....

I Operating Expenses ( Management, Maintenance,

eIEJctUtilities, Tax.Expenses)
CAP Rate:

Interest Rate:

Loan Term:

T=j~:~e:~Dt_. I~RIG~~_=: T~~~]

70%

0,65
n nn _ n --- -

70%:
L._-----'"..~. '_.__"'-__'~_'_'___

0.65 :
1

10% :

150% I
8,50o/~'1 ..

16.0% I
n"'-=~"--~

2QJ

20% '

8, 50% I

The following details LYRB's research and validation of the assumptions listed above:

Loan to Eauitv: Salmon stated that the loan to equity for the Project would be 70% loan, 30% equity.

Lease Rate/SF: Salmon identified the lease rate to be approximately $ 0, 65/SF per month. LYRB

verified this rate by researching comparable data from Commerce Real Estate Solutions, CBRE Global

Research and Consulting, Coldwell Banker, and comparable industrial developments in Salt Lake and

Davis Counties. The table below shows comparable lease rates, Based on this comparable data and

discussions with Salmon, LYRB feels that $0. 65/ SF is a reasonable lease rate.
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i~

WEL,LH~ G9{ f!~~(;H1>.
Term

Amortization

Rate

w__~w.,. __.,___.,_.__....._ ~ w._. .., ow' W---

I

I
w_._~___..___'__ _~.. ..'... J

20
M. M____W___._

5.75%

With a 70 percent loan to equity and using a six percent interest rate amortized over 20 years, LYRB

calculates the annual debt service or loan payment to be approximately $250, 135 as shown in the table

below.

i:'.i, D~",~,[ $ 0YIC:

DEBT SERVICE CALCULATION

I Total Project Costs
I

I

I Loan Amount 70%
t__..."."......_..________

n..__n_.._____n___n__..._.........__..__.__....___-----------;

1~~;~~ P;~~;~( D; bts;~ ic;)~.r ...
1Q!?...

4,098,609.00

2,869,026.30

1, 229,582.70
nn_ ____......________.m

wm____'

250, 134.79 ,

PRO FORMA ANALYSIS

Based on a monthly lease rate of $ 0.65, the total gross operating income would be approximately
400, 811 annually, as shown in Table 9.

Using the assumptions outlined above, Table 10 calculates the return on equity (after debt service) for

the Project assuming no assistance from the RDA for infrastructure improvement costs. This scenario

results in a return on equity of approximately 5. 43 percent. Salmon would likely not pursue the

development of the Project with such a low return.

i i",';." !"L F' F,,' r::;R~".;: - No T_I,,,: i,V::,: i,,:,,:- if;' ",'

IPRO FORMi(AANUAL) ..
L ,.; ,.",:.~;..;..-"',.,,;"'.",.._ .;,.",:_. ;.'""",,~,__ __""~,__;,~ ,

Gross Operating Income

Vacancy @ 7. 0%)

Effective Gross Operating Income

COper~ting Expenses@ 15. 0%)

Net Operating Income

I Debt Service

Remaining Income

1
I

400,811

28,057) I

372,754 I
55,913)

316,841 I
250, 135)

J66,706 .

I.~ _ .. ....... .. .. ._ u_..

Return on Equity (After Debt Service) 5.43%
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iflmj

r&,asoriableretiJrn: on~equity is approximateJy_ 8.s. p_eL~elit. - ni!l.!~t1.CJiJculates. th'ilt the. annual.tax
increment i1icenti~ sh:Ould be.approximately~$: l4;.~80- io..or.deJ J2-g~.n~ ratea return ~ qmty]f.~.5

perceoLQ.vgr !3.-p' eriod"Of 20 yti.ars, this amounts to.$ 889,609~6r~approximately $ 510; 18TiieJ pms.:e.nt

value':(NPV). 1 611e[aile.dPIO forma along .\Ylth.~ssumptibns. iS"shown in EXHIBIT A.

TABLE 11: PRO FORMA- INCLUDES TAX INCREMENT INCENTIVE

PRO FORMA (ANNUAL)

Gross Operating Income

I
Tax Increment Incentive

Vacancy @ 7. 0%)

Effective Gross Operatmg Income

Operating Expenses @ 15.0%)

Net Operating Income

Debt Service

Remaining Income

400,811

44,480
28, 057(j
417,234l
62,585)

354,649 .

250, 135) I
104,515

Return on Equi!YJAfter Debt~ervjJ:!l) 8. 50%

Based on the analysis above, LYRB believes that Salmon' s request for reimbursement of infrastructure

improvement costs, through tax increment or a deference of fees, is reasonable and justified. The

following section estimates the tax increment that will likely be generated from the Project.

PASTURE PROJECT TAX INCREMENT GENERATION

Three main assumptions are used to calculate the taxable value of the Project which is then used to

estimate the amount of tax increment generated by the Project. These assumptions include: building
value per square foot. personal property, and incremental land value per square foot.

Salmon estimates the cost to construct the buildings within the Project to be $ 65.00 per square foot, for

a total of $3, 340,090. While the construction cost is $ 65.00 per square foot, the assessed value may
be slightly lower than this amount. LYRB compared data from industrial developments in Davis, Utah,

and Salt Lake Counties to determine a reasonable building assessed value per square foot and an

incremental land value per square foot. LYRB also used comparable data from other project areas to

determine the appropriate amount of personal property that should be included.

Using these com parables, LYRB estimates the building assessed value to be $ 55. 00 per square foot,

personal property to be approximately 40 percent of the building value, and the incremental land value

to be $ 1. 66 per square foot. These assumptions are further detailed in EXHIBIT B and were used to

calculate the amount of tax increment generated by the Project.

LYRB estimates the taxable value of the Project to be $ 4, 050,498 upon completion of the Project. A

detailed tax increment budget is shown in EXHIBIT C. The total tax increment revenue generated by this

Project is shown in Table 12. LYRB estimates that the Project will generate a total of $1, 1 03,411 in tax

increment revenue.

t Using a discount rate of six percent.

IPage
Lcwts YUUNt, ROi3J~Ri' S(l:\l~" BURi\INGH:\ M. INC SALT LM\l~ CiTY, UT/\!i 84101 OFFICE 801.596.0700 FAX 1301.596.2300
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I
T-~~~~-

if: ,,-. ,\' '1,\,\ ; hC"~E,'.1L; i' Rh'P; ,,\),~ ."--,,

J i~~'- -"'~'-~--:-,--,~-:~~
C~ 7~~

n~~~-'--~ ,~~~--~~-~-----

i

i rAX INCREMENT ANALYSIS
c,.._....._____._...,.."._..___.._______ c

Davis County.
County Library

i [) avisCounty School District

I CentElrvillem_
Weber Basin Water Cons. District

Davis County MOSCluitoAbaternent District

South DavisC;()lmtySeIVerll11provement District

South Davis Recreation District
in- . U_

m . ..-...-.

1 Total Incremental Revenue
L

T .. . NPV ,.!

189, 231 . . $ 106,872

31, 341 T _ __ $ 17,700 .

707, 617' $ 399,641

92,202 ' 
m _ $

52,073.'
17,016_ $ 9,610 .

8J310 I. $ 4, 693

26,117.; _
m $

14,750

31, 578 . .. ~ 17!834.
1, 103,411 I . $~ 23, 173 I

i
2a12 RAT6$"1DISTRICT 8) .. "

0.002391

0.000396

0.008941

0.001165

0.000215 .

0.000105

0.000330

0.000399

0.0139421
However, according to the interlocal agreements that have recently been finalized, 25 percent of this

revenue is passed through to the taxing entities and 75 percent remains with the Agency. Table 13

illustrates the tax increment revenue that remains with the Agency for use within the Project Area. It is

estimated that the project will generate approximately $827,558 or a NPV of $467,3802

TASl.~ 1}: "{ ;, j :i,::..~{[ N ,,:{ ;:- ,~ r .," P~';::'.j~>:;':' Apc~.

B~vls~~ u~t~~~~~~~!
Sis_~=..I'.' nl==T.ni!~! l9iP~

T1ji--
HE l~-q~f~r~~~t-.miT"p~~

o~~f
County Library 75% $ 23,505 "$ 13, 275 1

Jlavis_c; ountyScho(JIQistrict 75% "$ 530,713 ,
mm _ m_$

299,730.
Centerville

n' ._ mm_ n

750/om. '$ 69,151-" _ '-'$ 39,0541
Weber Basin Water Cons. District 75% '$ 12} 62T . $ 7,2071

m_____; ___......__...,

i_ Davis. C(Junty~ osguitol\b_atElmentDistrict _... 750/0_ ....... ... Jf3,23.L__ J3,52ill
l~ outhDavisCounty~ewerlmprovementDistrict 75% $ 19,588 . $ 11, 063 I

South Davis Recreation District 75% _ $ 23,684 .. ..... $ 1:3,:3761
r . . .................................................,To,taI_ f' rope,riyTax_ lI1crlll11eni' Orf' roject:A,rea... . L. ... J~27,~~~ j . J467, 38(jr

SUMMARY AND RECOMMENDATION

Based on the analysis performed above, LYRB believes there is adequate justification for RDA

participation, specifically to support the cost of infrastructure improvements. Our estimates show that

assistance from the RDA is necessary in order for Salmon to achieve a reasonable return on equity of

approximately 8. 5 percent. Assistance from the RDA could be in the form of reimbursement with tax

increment monies generated from the project area or from a deference of fees upfront, in which case

the RDA may choose to reimburse the City through tax increment for the deferred fees. Without

assistance from the RDA, Salmon may choose not to pursue immediate development of the Project.

2 Using a d~ count rate of six: percent

84101





70%

0.65

7.0%

Pasture Proforma (lYRB Assumptions)

to Equity:
Lease Rate/ SF (Modified Grossl

Vacancy:
0.65

10%

20%

8. 50%

15,0%

8.50%

6.0%

20

Maintenance, SelectOperating Expenses ( Managemen

Utilities, Tax Expenses:
CAPRate

Interest Rate

Loan Term

216,504.60

72,672,60

111, 633.60

400,810.80

6, 056.05

9, 302,80

33,
400. 90

0.65

0.65

NWottQij1Tax:lncremem

fncentive

510, 187

otafTaXIl1C1l!
flH!1lt

kJcentive(~, 2q~)
1889.609

7.
42 Cove/age Ratiu

27, 757

9, 317

14, 312

51, 386

400.811

144.460

417,234

162. 585)

354, 649

1250. 135)

104, 515

8.50%1

27,
757

9. 371

14, 312

MS!ie

1

2

3

9

Totals

l'
ro- lorma(

Annuol)

Gross Operaling Income

Tax lncremenl Incentive

7%Vacancy:

Effective Gross Operating Income

5%Operating Expense:

Net Operating Income

Debt Service

Remaining Income

Return on Equity (After Debt Service)

s_ Somma.
y

Price

Land Price

Total

81.
20

t4.174344.90

65.00 per square foot

SiilinriOCOStS

3,340,090,00

758,519.00

4,098,609.00

Pr~ MarketV.
a~(

aasedonMilrketL(
liISirigRate~ J

4, 772,344.90

Building Contruction Co:

nfrastruclureCosts

aj

12.869.026.30

1, 229,582. 70

250, 134.79

Loan:

Equily:
loan Payment (Debt Service):
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TAX INCREMENT PARTICIPATION AGREEMENT

Between

Redevelopment Agency ofCenterville City
and

Salmon HVAC

This Tax Increment Participation Agreement ( the " Agreement") is entered into as of this

day of 2014, by and between SALMON HVAC ( the " Company"), as the

owner of certain real property located in Centerville City, Davis County, Utah, on which it proposes

the development of a light industriaVilex space project known as the PASTURE PROJECT as

defined below, and the REDEVELOMENT AGENCY OF CENTERVILLE CITY, a

redevelopment agency created under Utah law ( the " Agency" or the " Agency") in contemplation of

the following facts and circumstances:

A. WHEREAS the Company owns approximately 4.87 acres 0

City, Davis County, Utah, (the " Site"), which is depicted in EXHIBIT

industriallflex space development project;

operty in Centerville

desires to develop a light

B. WHEREAS the Company has presented to the A, en d its representatives the estimated

value of the proposed improvements and developm~ l the Site, which will improve parcels
060030046 and 060030031, and which includes t ~ e l1?ft industrial buildings ( as detailed in

EXHIBIT B) for a total of 51 ,386 square feet ( the" Pr'5ject"), resulting in an estimated taxable

value of approximately four million fifty thou hundred ninety-eight dollars ($4, 050,498) as

shown in EXIDBIT C; · ~

C. WHEREAS, it is necess%ry Company to construct public infrastructure and site

improvements prior to the full ent of the Pasture Project, which infrastructure and site

improvement costs ( the " lnfras osts") are estimated to be $ 758,519 ( as more fully depicted
in EXHIBIT D); <. ~

D. WHEREAS th~) any has presented to the Agency and its representatives a projected
financing pro forma, wh~ ncludes justification for the Agency' s participation in a portion of the

Infrastructure Costs;

E. WHEREAS the Agency has heretofore created the Barnard Creek Community Development
Project Area (" Project Area") in the year 2014 that is comprised of the properties that includes the

Site, which authorizes the Agency to use all tax increment as allowed in the Community
Development & Renewal Agency Act, Utah Code Annotated (" UCA") 17C ( the " Act");

F. WHEREAS the Agency has heretofore adopted and authorized the Barnard Creek

Community Development Project Area Plan and Budget that provides the Agency the ability to

negotiate participation and tax increment agreements with developers and property owners;

G. WHEREAS the Site and the proposed Pasture Project, due to its location within the Project
Area, generates incremental property tax revenues to the Agency;



AGREEMENT:

NOW THEREFORE, in consideration of the mutual covenants, conditions, and

considerations as more fully set forth below, the parties hereby agree to the Participation Agreement
as follows:

I. Tax Increment Financin!! Incentive. As a consideration for the Company constructing and

developing the Pasture Project, the Agency agrees to contribute to the Company certain tax

increment received by the Agency and produced by the creation and development of the Pasture

Project ( as more fully described below in subparagraph A). Payment of tax increment to the

Company is intended to be used by the Company as a reimbursement for Infrastructure Costs

incurred in connection with the development of the Site.

A. The Agency will remit 100% of Pasture Project Tax Inq~
increment" shall mean the amount ofproperty tax revenue rece'

the Budget and interlocal Agreements related to the Pasture r

revenue is generated by the parcels ofproperty that c It

next succeeding tax year after the Project Area tax

Agency. The total amount of the Pasture projec~tI
to the Company shall be the lesser of either:

i. twenty-years from the date t1..#&A '-~c first receives the Pasture Project Tax

Increment, or " '^ ~""

l

n. until the maximum P .. ~ oject Tax Increment amount equals $889,609.

t (" Pasture Project Tax

e Agencypursuant to

and which tax increment

e Site), commencing on the

nt has been triggered by the

ent to be remitted by the Agency

A. Complete c

no later than

B. Complete
I, no later than

ovements. The timing of the initial infrastructure, site

are anticipated to occur in the timeframe outlined below:

2. Timin of Infrastructu

improvements, and building co

c on, installation or acquisition of Phase I of the Infrastructure Costs

ruction of the light industrial/ flex space building associated with Phase

3. Timiu!! of Tax Increment. The Agency shall commence payment of Pasture Project Tax

Increment outlined in I ( Al above commencing on the next succeeding tax year after the Project
Area tax increment has been triggered by the Agency. It is further agreed that the condition of

payment related to Pasture Project Tax Increment is subject to receipt of said monies from Davis

County.

4. RDA Authoritv. The Drawings and Preliminary and Final Construction Documents shall be

subject to general architectural review and guidance by the Agency. The City' s approval is directed

to such matters as planning, zoning, engineering, structural matters, compliance with City buildings
codes and regulations, conditional use penn its, and applicable State, federal or local laws relating to

construction standards. The Developer understands that the Agency's approval is in addition to the



City' s approval. The Agency' s determinations respecting the Developer' s compliance with the

Redevelopment Plan, the Preliminary and Final Construction Documents and this Agreement shall

be final and conclusive. The approval of the Agency shall not be unreasonably withheld or denied.

5. Successors and Assi!!ns. This Agreement may not be assigned by the Company without the

expressed prior written consent of the Agency, said consent not to be unreasonably withheld.

6. Amendments. Except as othetwise provided herein, this Agreement may be modified or

amended by, and only by, a written instrwnent duly authorized and executed by the Company and

the Agency.

7. Governin!! Law and Interpretation. This Agreement shall be governed by the laws of the

State of Utah, and any action pertaining hereto shall be brought in the applicable state or federal court

having jurisdiction in Davis County, Utah.

The remainder of the page is intentionally Ie



THIS PARTICIPATION AGREEMENT IS EXECUTED to be effective as of the day and year

first above written.

COMPANY: SALMON HVAC

a Utah company

By:
Owner

Attest:

AGENCY: CENTERVILLE CITY

AGENCY,

a municipal agency

Agency Recorder
















