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@ Three critical milestones in SDoL discussions with PSP

FOEETIEN GE CAR regarding TIF financing

“Nothwithstanding the current and potential commitment of state grant dollars to the overall project, we
understand the hotel component has assumed the utilization of Tax Incremental Financing (TIF) as part of
the capitalization strategy. While Penn Square Partners has not made a formal request to the School
District of Lancaster, and therefore the board has not considered or evaluated the merits of a potential
request, in my opinion the Board will consider the long-term beneficial impact on the tax base in evaluating
utilizing TIF to make this project a reality. We understand the City of Lancaster, Lancaster County and the
School District of Lancaster will be recipients of the benefits derived by the Penn Square Partners’
investment in our city and believe it is appropriate for each of us to do what we can to make this dream a
reality.”

John R. Bonfield

Acting Superintendent, School District of Lancaster

Letter to Nevin Cooley — June 22, 2004

December 8, 2004: PSP meets with representatives of SDoL to indicate that a TIF is no longer necessary.

February 9, 2005: PSP indicates to the SDoL Finance Committee that TIF financing will again be
required. PSP communicates, for the first time, a specific TIF proposal several days later.
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Penn Square Partners

TOGETHER WE CAN TIF Proposal

1. SDol participates in the proposed TIF District to be created by the City.

2. For 20 years, tax payments will be made by PSP to SDolL equal to the 2005-06
millage rate multiplied by the 2005-06 assessed value. This “Real Estate
Payment” is a fixed amount; neither the millage rate nor the assessed value will
escalate.

3. Ifthere is cash left over after paying real estate payments, operating costs and
debt service, then PSP will make “Priority Payments” to SDol equal to the
difference between $100,000 and the Real Estate Payment. If there are not
sufficient funds available to make a Priority Payment, then the amount not paid
will be carried over into the next fiscal year.

4. If the project generates sufficient revenue to enable PSP to achieve a 12% return
on investment, then PSP will make “Participation Payments” equal to 20% of
any amounts above that threshold to SDolL.

5. Only the Real Estate Payments are guaranteed. All other payments are subject
to the performance of the project.
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Penn Square Partners

TOGETHER WE CAN TIF Proposal
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Critical Board Questions:
Are the payment amounts fair & sufficient?

Is the collection risk acceptable?
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How does a normal project work?

TOGETHER WE CAN
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E Elements of Penn Square Partners

TOGETHER WE CAN TIF Proposal
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9% Priority PILOT
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Estimated Cash Distributions to SDoL from real estate total $6.66
million over the period 2005-06 through 2024-25. PSP also notes
that the District will receive $374,300 in wage taxes during the
same period, bringing total SDoL proceeds to $7.04 million.




M@’ SDoL Administration Findings
Analysis of Penn Square Partners TIF Proposal

TOGETHER WE CAN

* PSP estimates that the completed hotel will have a market value of $28.31
million

» |If the-prejagt proceeded with no TIF, the property would generate tax revenues
0 $593,000)n 2007 when the hotel opens

« If the project proceeded with no TIF, cumulative property taxes paid to SDoL
from 2005 to 2024 (no TIF) would be $13.34 million

* Under PSP.spraposal, cumulative payments not tied to hotel performance will
total only($582,000 ver the same 20 year period

* Under PSP’s proposal, expected PILOT payments — inclusive of participation
payments — total only $6.66 million over the 20 year period

In the view of the SDoL Administration, PSP’s proposal is inadequate.

1. It does not provide tax revenues to the District commensurate with the value of the real
estate after improvements have been made.

2. The risk of collecting promised PILOT payments is unacceptably high.

B School District of Lancaster
TIF Proposal
TOGETHER WE CAN (Subject to Board Approval)

1. SDol participates in the proposed TIF District to be created by the City.

2. During the period 2005-06 through to 2008-09, PILOT payments due to SDolL are
equal to the escalated millage rate multiplied by the 2005-06 assessed value.

3. During the period 2009-10 through to 2014-15, PILOT payments due to SDol are
equal to the lesser of (a) 2.5% of gross revenues as represented in the PSP
financial statement or (b) the escalated millage rate multiplied by the anticipated
assessed value of the property upon completion of construction as represented by
PSP.

4. During the period 2015-16 through to 2024-25, PILOT payments due to SDol are
equal to the escalated millage rate mulitiplied by the anticipated assessed value
of the property upon completion of the construction as represented by PSP.

5. Payments under the SDoL proposal shall be secured by a $4 million letter of
credit, the balance of which shall decline each year by an amount equal to the
payment actually made for that year. The letter of credit will expire when
depleted.

6. Payments under the SDoL proposal after depletion of the $4 million letter of credit
are at risk and are dependent on the success of the project
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TOGETHER wE CAN

SDolL Proposal
Three Phases of PILOT Payments
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TOGETHER WE CAN

Nearly two-thirds of the payments to SDoL will be at risk

At Risk

Secured
36%

64%

Estimated Cash Distributions to SDoL from real estate under the
SDolL proposal will total $11.14 million over the period 2005-06
through 2024-25,
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TOGETHER WE CAN

Value of Penn Square Partners Proposal
Compared with “No TIF” and SDoL Proposal Cases
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TOGETHER WE CAN

School District of Lancaster
Convention Center Proposal
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PENN SGUARE PARTHERS TIF PROPOSAL
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TOGETHER wWE CAN

School District of Lancaster

Our job is educating students
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@ Comments and Questions

TOGETHER WE CAN

If you have questions or comments,
please feel free to contact:

Curt Baker
Direclor of Finance
School District of Lancaster
1020 Lehigh Avenue
Lancaster, PA 17602
Phone: 717-291-6129
Email: cdbaker@lancaster.k12pa.us




