Frisco’s TIF is Tops

Problem assessment

In 1996, the town of Frisco, Texas (then population 16,450) was situated in the path of an ongoing migration to communities north of Dallas.  A population boom was beginning that became large enough to land Frisco recognition as the fastest growing city of its size in the country from the 2000 census.   With only 25% of its land developed, much of the area remained a blank slate.  Planning for the influx of citizens and preparing to meet their demands on city services worried city officials, who wondered how they would be able to maintain an affordable tax rate.
The community’s tax rate was further threatened by the school district’s noble commitment to limiting school size. In addition, state education funding required property wealthy school districts to send a portion of their funding to the state to be redistributed to property poor districts.    And the city was in competition with a neighboring community to land a million square foot mall.  The stakes were incredibly high for Frisco, which saw the mall as an economic engine to carry some of the tax burden for the citizens and to put the community on the map.

Program Implementation 
The City had already put together a package of tax incentives that resulted in an agreement being signed with Homart, the parent company of Sears, and the competing community landed another mall development with General Growth Properties.  It was a win-win situation for both cities until General Growth bought Homart and the competition was back on.  As a young community competing against an established, successful one, the deck was stacked against Frisco.  Then the city’s management team studied up on tax increment financing (TIF), and began what would become one of the most successful TIF districts in the state.
To partner in the TIF, in 1997 the City invited Collin County, Collin County Community College (CCCC), and the Frisco Independent School District (FISD).   Gaining the participation of the school district took some persuasion, but city officials explained that TIF funds are exempted from the state’s funding formula.  With knowledge that the district could retain more of its funding, the school district came on board and the partners were finalized.  

Creation of the TIF allowed the City to add provision of infrastructure to the mall incentive package.  That, along with the other incentives, convinced the developer to build the mall on the Frisco side of the highway.  The first order of business for the new TIF was to sell debt to pay for the mall infrastructure.  $7 million was sold for new streets, wastewater management, a water tank, and traffic lights.

Tangible results 
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The Stonebriar Centre Mall opened in August 2000.  Over the whispers of, “I can’t believe they built this beautiful mall all the way out here,” sales tax soared.  And while the mall was the impetus for the TIF, it was only the first of three high-profile TIF-enabled projects.

The second milestone in the life of the TIF was the 2003 opening of the Frisco Sports Complex.  The centerpiece is the Dr Pepper/7 Up Ballpark, home of the Frisco Roughriders, a Double A Affiliate of Major League Baseball’s Texas Rangers.  The Sports Complex was completed later that year with the opening of the Dr Pepper StarCenter. The StarCenter, which houses two NHL ice rinks, serves as the administrative offices and practice center of the National Hockey League’s Dallas Stars.  Additionally, the facility is the home of the Texas Tornado, a developmental hockey league, and Kurt Thomas Gymnastics Center.

Funding for the Sports Complex venues, including the parking, land, and infrastructure, totals $68 million and comes from a variety of public and private sources, with debt service at approximately $6 million per year.   Partners include the Frisco Independent School District, City of Frisco, Frisco Economic Development Corporation (FEDC), Frisco Community Development Corporation (FCDC) and Southwest Sports Group. The TIF is critical, contributing $2.4 million annually. The city’s hotel occupancy tax, FCDC and FEDC each contribute $500,000 yearly for the public subtotal of $3.9 million. Operating agreements place all of the maintenance and operational costs on the private companies managing the facilities.  Private funding comes from leases amounting to $1.7 million, annually.  

Quality of life benefits to the community were quickly realized.  The Frisco Rough Riders first season attendance of 706,534 exceeded projections.  Approximately 86% of season tickets were sold out by opening day, and the stadium was named the Best New Ballpark of 2003 by Ballparks.com.   A Frisco hotelier received the contract to provide lodging for visiting teams.  The FISD and the City gained access to the ballpark and arena for large events, athletics, and graduation.  Outgrowths of this project included the accelerated development of a 330-room Embassy Suites Hotel and 110,000 square foot convention center, which opened in summer 2005.  Just south of the Ballpark, retail furniture giant IKEA opened its second Texas store in Frisco in August of 2005. 

The third and most recent product of the TIF is Frisco’s new Pizza Hut Park, home of Major League Soccer’s (MLS) FC Dallas.  Following the success of the sports complex, the team relocated to Frisco and built a new 20,000-seat stadium with seventeen tournament fields, which opened in the Fall of 2005.   This new partnership between the City, FISD, Hunt Sports Group, Collin County, the Frisco Economic Development Corporation, and the Frisco Community Development Corporation will help to keep school district taxes low, as the FISD was in the design process of an $18 million stadium for multi-purpose use. The School District was able to contribute $15 million to have access to a $65 million stadium and will avoid the maintenance and operations costs over the 40-50 year lifetime of the stadium, which are covered by Hunt Sports Group.   The cost avoidance to the School District alone in this case amounts to tens of millions of dollars over time.

In fact, despite all this improvement, there has been no additional tax burden on citizens.  Frisco’s tax rate of .4449 is one of the lowest of the surrounding cities, where the average tax rate is .5237, as are the combined City/County/School district rates.  Adding the sports facilities to the commercial mix of the city has contributed to the city’s strong sales tax revenues and property valuation.  Over the last five years, the city’s property tax base valuation has increased over a billion dollars annually.
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Longer term, the City sees the venues bringing additional customers for the mall and retail developments, located just across the street from the ballpark, as well as additional corporate and retail growth, increase valuation of property taxes, and increased revenue from the hotel occupancy tax as the city establishes itself as a tourism destination.
The success of the TIF is easily quantified:  The 1997 base value was $16.1 million.  January 2005 value was assessed at $659 million.  The projected value at completion is expected to be $1.4 billion.  

Lessons learned 

First and foremost, Tax Increment Financing is not easy to explain, and citizens had a hard time understanding that the proliferation of these projects was not impacting their tax rate.  The city learned that it was necessary to educate the citizens on this complicated funding mechanism.   Frisco used a town hall meeting as the forum to better inform residents about TIF financing and the creation of the reinvestment zone, in preparation for the sports entertainment complex.

Second, the TIF partnership has led to multiple public-private partnerships.  To manage them, an evaluation process has been in place to measure the outcomes. Every agreement between the partners can be evaluated and amended based on the outcomes from the first year of operation and subsequent years of operation as needed. 

Third, staff has developed an expertise in the steps required to redraw the boundaries of the TIF reinvestment zone.  Redrawn four times, the TIF resembles a spider as it connects project areas via roads, enabling the community to make the most of funding.

Staff will continue to assess and reassess the performance of the TIF and the impact of subsequent legislation as they continue to search for new and innovative ways to make Frisco Texas a unique, sustainable community.
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