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A Study on the Financing Effect of Urban Regeneration Project Using Tax
Increment Financing(TIF) : the case of Cheonan City
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Abstract

The purpose of this study is to find out a way of financing an urban regeneration project
using Tax Increment Financing(TIF) scheme. With a case of an urban regeneration project in
Cheonan city by the TSpecial Act on Promotion of and Support for Urban Regeneration,, this
study simulates potential tax increment after the project especially focusing on property
related taxes. As a result of the analysis, it was predicted that it would be possible to
procure funding resources with TIF corresponding to 14.1~17.8% of the infrastructure cost of
the Urban Regeneration Revitalization Area. It goes up to 47.3% at the maximum depending
on the project contents.
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Table 1. General status and decline level of Urban Regeneration Revitalization Area

QEt5i5} General status

4| E|z=Z Decline Level

ot HOM 2485, FYE, JF1E o2 A7 o A o
Tl | : : |_:I'L . _Lr_—,—._g
. Munseong-dong, Joongang-dong, Seongjeong  Aggregation . Economic i
Location . . Population S Old building
1-dong in Cheonan Unit activity
A 034 1 -42.1% -23.8% 87.1%
Area
" 2 -284% -30.5% 89.1%
U8 UAY|%, BRI, S
Location Type | Commercial area, Flat landform, Waterway 3 - -202% 82.1%
o2 Hetd, EAWEU=XY, PEAHE|, SHTE, 4 -65.2% 220% 90.9%
Gt 250 &
e Cheonan Railway Station, Urban Regeneration 5 -25.1% - 86.7%
Assets at the Leading Area. M 4 Publi
ding area eading Area, Myeongdong Street, Public
surrounding Market etc. 6 - -255% 88.8%
]

Source: Cheonan-si, 2016, Urban Regeneraz‘/on Strategy P/an for Cheonan City 2025 Cheonan.
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Table 2. Land Ownership Status of Urban Regeneration Revitalization Area

x| HYlRE
=1 Number of lots  |Area of incorporation H| T
(GEmiEis e | BB | BH(m) | HIS%) EETLS
Number | Ratio(%) | Area(m’) | Ratio(%)
St
2 932 100.0 343,518 100.0
Total
AFSX| HaSA|X| 7} 1,173,358 94/m’
Private property 666 715 187,218 45 Average land price: 1,173,358 won/m’
229%| HOIO = X|(37,246m) T8
Public property 266 285 156,300 455 Cheonan railway station site (37,246m’) is included

Table 3. Status of buildings in Urban Regeneration Revitalization Area

=A
o b HI£(%) Bl
Contents N“rT‘b.er of Ratio(%) Remark
buildings
oA
Total 374 100.0
k|
Sub total 153 409
ey L 145 288 B@ CHEFY AL 12048 2
Housing| Detached housing ’ Average price of detached housing: 120 million won
255 0 )1 TR BT BAI7H2: 69540 2
Apartment ’ Average price of apartment: 695 million won
E|
Sub total 221 >9.1
2L
H|z=eH | Neighborhood living 143 382
Non- facilities
housin ZsHEA| A
9 A 40 107
Accommodation
7|E}
Other facilities 38 10.2
AnbdiA|d oz S Eeslal Qs WAXE = 71.5%F A8k 9la, WA o2 187,218m
o] x|ofolt}, Slerol] Wete], EAIAA MEA, W 2 545%F AL Ak A BE FAA
A, SETH, FEAG, FAAE T AU 7he 1,173,3589/m' 2 vERaL Qltk SRR
o] YXslaL = AATAAolLE, et QI W 2667 LA 28.5%, WA O R 156,300m =
A e =gl 9yH = HESE 45.5%5 AHAskaL dvk.(<Table 2> Fal)
o] & AHor mAYE TF DA 2 71582 <Table 3>3} #o] F 3747} 50| 3lC.
T Aotk At QA EAABEASA G 2 1, o] T wEFE0] 14570%F, T ETH ol 874 &
A%k A3S <Table 1>3} 2t} 02 F FESE= 16370, 40.9%E XRS5k Q)
Qe QI mAAEEAE s oll= F 9327 v HIFE FollME ZRIAEA o] 14375 0%
B)7} EahEol 9l o] F AR 6667) WA 38.208 AXeka .
10 | T=EAZ, M523 4% (2017)
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2A4TAE 2000 B EALEARA g 1B, G420 T4A%E S 1, =

A= 8671 BA], 18,680m = AAHA oiH]

Aol 19A1(20121d ~2013) H|e| A1 o=
FeE 0L GuIAIRle] A5 B g #)  20-6%F AAIShaL glek.(<Table 5> i)
o)t} AT Wolli= <Table 6>} 72o] 197712 21
= .

ATl WAL 72971 ASA G g8 el AASHL gl A A5 E Fell e
Aol Fetis ssmelshe Agse) ey T FETH ITNT L B85S A 5l
Table 4. Plan of Seongjeong IV housing redevelopment project

=2 Contents L|E Details
ARd FERTRTH L
Project type Housing redevelopment
HE(m)
Area 72,971
25 LA
_‘L%Exlg‘ A class II general
anduse

residential area

S M| CH
Current households

427 M|CH
427 households

PN ES
Planned households

858M|CH(85m™ Of5t) ,
858 households(less than 85m*) -

7Tg / 858 . .
BCR / FAR 60% / 200%
2T 15H|(201214~20131)

Phase 1(From 2012 to 2013)

Promotion phase

Source: Cheonan-si, 2016, Master Plans to Rearrange Urban and Residential Environments for Cheonan City 2020 Cheonan.

Table 5. Land Ownership Status of housing redevelopment area

x| BB
By Number of lots Area of incorporation HD
Contents A | ousm | owsm | sise Remark
Number Ratio(%) Area(m’) Ratio(%)
St
i) 410 100.0 72,971 1000
Total
AFSX| ™ Z3A|X|7} 543,385%/m’
Private property 324 720 >4.291 744 Average land price: 543,385 won/m’
0
=S 86 210 18,680 256
Public property
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Table 6. Status of buildings in housing redevelopment area
7 | HIE |3
Contents N“rT‘b.er o Ratio(%) Remark
buildings
21} 197 1000
Total '
e
Sub total 174 883
ey CrEZE 17 873 BF OS5 SAPIZ: 8440 8
Housing Detached housing ' Average price of detached housing: 84 million won
SSTH 5 10 H7 SSTH SA7HE: 241404 3
Apartment : Average price of apartment: 241 million won
2 23 117
Sub total ’
HlZey 2EMEA|Y
Non- Neighborhood living 22 112
housing facilities
ZHA A
Accommodation ! 0>
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Table 7. Property tax revenue growth rate, consumer price inflation rate, change rate of GRDP in
Cheonan city, growth rate of property tax(g) in recent 10 years

T ; : , / , / . . . . Hi
05| ‘06 | '07 | ‘08 | ‘09 | 10 | 11 | '12 | '13 | '14
Contents avg.
W koe=e=()
Growth rate of property tax(g) 29 | 118 9.0 77 71 7.6 5.8 37 38 28 6.2
AFUEED
Property tax revenue growth -69 | 200 | 193 | 168 15| 88| 47| 56| 27| 62 79
rate
A 2 LA Bxx
oINS IS S 28| 22| 25| 47| 28| 30| 40| 22| 13| 13| 27
onsumer price inflation rate
HQA| GRDP HHG|E***
Change rate of GRDP in 127 | 132 | 53| 15(171 (109 | 86| 33| 73| 10 81
Cheonan City
HEUEE: NYMSAGY Z2Ee XU MsAUEE D
ARSI SE: ST 2HEMEAALE, http//ecos.bokorkr, 2HAE7HSEHE HI
**HQIAl GRDP Hiatg: SH SAYER A=Y AZEHRIX| LS4 LHGRDP) #1
Journal of Korea Planning Association Vol.52 No.4 (2017) | 13



I
L3
H4

Property tax, Local resource and

[Scale of funds by TIF]

[Operation scenario of TIF] [Prediction of tax revenue]
facility tax
TIF applied to Urban Regeneration Based tax
Revitalization Area revenue

Total tax
revenue

. Proceed with urban Based tax
TIF includes renewal project revenue

Total tax

(Municipal bond interest rate : 4%, 5%, 6%)
(Operation period : 20 years, 25 years, 30years)

Increased revenue,

Scale of funds by TIF
(Growth rate of property tax(g): 6.2%)

revenue

Housing

Redevelopment
Area Proceed with housing Based tax
redevelopment project revenue

Total tax

(Municipal bond interest rate : 4%, 5%, 6%)
revenye (Operation period : 20 years, 25 years, 30 years)

Increased revenue,

Scale of funds by TIF
(Growth rate of property tax(g) : 2.8%)

Figure 2. Analysis scenarios and methods
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Table 8. Standard tax rates of land property

M EE A E=
Tax Bases Tax rates
5,0002+ & 0|3}
= 1,000£9| 2
Up to 50 million 2/1000
won
5,0002F @ &1t
19 3 o[g} 102+ €| + 50000 @ ZFntzoHo|

Over 50 million
won, but not

more than 100
million won

1,000£29] 3
100,000 won+3/1000 of the
amount exceeding 50 million won

259 @l + 19 @ E1p3oUol
1,000&9| 5
250,000 won+5/1000 of the
amount exceeding 100 million won

19 @ =3t
Over 100 million
won

Source: Local Tax Act Article 111(Tax rates) Paragraph 1, Item
1-a(www.law.go.kr)

Table 9. Standard tax rates of Building property

DM EE MNE
Tax Bases Tax rates
6,0002t 2 o|s}
o 1,00029| 1
Up to 60 million 1/1000
won

6,0002+ @ &1}
194580t 2 0|8}
Over 60 million
won, but not
more than 150
million won

62t 2 + 6,0002 & =
100029 15

60,000 won+(1.5/1000 of the
amount exceeding 60 million won)

I.:LOH Ol

1o5H8et  xnf
39 @ 0|3}

Over 150 million
won, but not
more than 300

19815349l + 19{5H0+ 2l
ATpZoH0| 1,00089| 2.5
195,000 won+(2.5/1000 of the
amount exceeding 150 million

million won won)
578t 9 + 39| 9 xRIZYo|
39 2 X1t 1,000£9| 4
Over 300 million | 570,000 won + (4/1000 of the
won amount exceeding 300 million
won)

Source: Local Tax Act Article 111(Tax rates) Paragraph 1, Item
3-b(www.law.go.kr)
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Table 10. Standard tax rates of local resource
and facility tax

S EEs N2
Tax Bases Tax rates

6002t 2 0|3}
6 million won or
less

6002t 21 &=t
1,3002t @ 0|5}
Over 6 million
won, but not
more than 13
million won

13,0002+ &1 &}

26,0002+ 2| o|st

Over 13 million
won, but not
more than 26
million won

26,0000+ 9 =1}

39,0002+ 9 0|}

Over 26 million
won, but not
more than 39
million won

10,00022]| 4
4/10,000

24008 + 6000+ & =xqrzoHo|
10,000£.9| 5
2,400 won+(5/10,000 of the
amount exceeding 6 million won)

5900 + 1,3002+ @ ZXupzoHo|
10,000£2| 6
5,900 won+(6/10,000 of the
amount exceeding 13 million won)

13,7009 + 2,6002t @ X1ZH9|
10,000£9| 8
13,700 won + (8/10,000 of the
amount exceeding 26 million won)

39,0008+ & xu}
64,0000t & 0|3} [ 24,1002 + 3,9002t & ZXn|ZoHo|
Over 39 million 10,000£¢°] 10
won, but not 24,100 won + (10/10,000 of the
more than 64 |amount exceeding 39 million won)
million won

49,100 + 64000+ & EupFH9|
10,000229| 12

49,100 won + (12/10,000 of the

amount exceeding 64 million won)

64,0002+ 2 O[5}
Over 64 million
won

Source: Local Tax Act Article 146(Tax rates) Paragraph 2, Item
L(www.law.go.kr)

AFao] digh A7l fle 25, =Al
AF 7IEAZE A B A o whe 4557
FAZFE dlFshal Al ETE A8-ste] ArkHlE
AP AR T AR RO AR ShalE
wolell 0.14%F rated APFaL, A AN LA
= FA xRl A GAAAEAA =M E(<Table

ojef 2 Ao HS5TF ke QI EAA
s o] EAAPAR] Al o] AabAl=

16 I TREAE, M523 4% (2017)

986,304 02 o] T EX|9} AZFEl th3k Art
Al 706,698 ¢, APAEA] EAIA] HE= 279,606
e ow FAEJT A AR AR A= 214,761%]
Aoz AfFHUoH, o5 Ak VEAGTE
1,201,065 0= YERsit) 7445 TR
ALY A e A o7 o Ee Ad Ak E
1536128902 o] F EX9} AFE that At
A= 107912709, APAA] A A S-S 45,7017
0 2 YeRTE X GRRIAIAA A= 27,5079 0=
A==l om, o5 ket 7| EAlE 181,119

o7 FAEIE(<Table 11> 1)

2) TAITHEAY Al = & M9l o=

Zbe] QI AR e ShA] S o] AR BARY
A8 T F AT SAABA 07 elate] A
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Al el A Al fARSE AL o] AR E oL
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AFEE 2011958 =R ~=ete A e])
1,100m, R (st A ~EHmEAAR]) 500m
of HaxweR TFRAEE, 7tES AH] 5o AR
S AePate] 2014 YEaEIQITE EAjEE SR
A FHAS T A A Ak A3
S 7HA 3970 A E BAF A3t ArdA e A
T2 FAATRE 6.4%, TEIAIEL 6.9% 3%
gk o= el

ZAbe] QI A AL SIA o] A A BAK
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Table 11. Based tax revenue of Urban Regeneration Revitalization Area and housing redevelopment

area (Unit: 1,000 won)
AR TYGE
gy | P
T A Urban Housin H| T
Contents Total Regeneration eIc? . Remark
Revitalization m@det“ yod
Area
St
2 1,382,184 1,201,065 181,119
Total
A
MEEA| 1139916 | 986304 | 153612
Property Tax
2
Sub 814,610 706,698 107,912
total
T - YNNI 70% H8, 239K A2
For Land 669,628 573,627 96,001 Applied to 70% fair market price rate for
property land, Excluding public property
Sx=o SYAETIYHIE T 60% 1 2| 70% HE
B:iaif 144,981 133,071 11,910 Applied to 60% fair market price rate for
9 housing, other buildings applied 70%
AR ME 014% HE(X|UME F112Z)
T 325,307 279,606 45,701 | 0.14% tax rate applied (Local Tax Act, Article
on urban areas 112)
X GRHAIEA WHEEM TE X[IRHEAIENE HE
Local resource and 242,268 214,761 27,507 Applied to local resource and facility tax
facility tax rates
o EEshe] FEIA AAAIS Aekar A & Fel AP, A EAA L A
WA e] 308 Aol & Al AN Foll ol 0.14% S A-&al AR A GALA A=
QS B kst AEEUBA A Wk B A9 SFAEZN) AN A EEAE
AR Aol ARE: webA ApEAd el (<Table 10> 3x)S A-&3l Ao
AZDANGSE A T APFEEAAG el Fo]  olsh g wpEoR EAAAAG A Fo %
Zasitt AGAtr= ARAIgle] HFHor & Al E=ARAREA Sl TIFE 48-3= 785
4E WA WM F Qovt, @A AN A 1471484 A0 Z FAHTE Qo] EAGHIAL
Mo PEe 4 9le 12020 WA BAFA AT E3se] TIFE B89 29 =AA
SRR EAD (AT, o vt AldiE Ve 7 A 1,667,355%19, FEAEEALY 30 A
OS2 853AItHE A8ate] AlSATh AR - 7 2,000,722 91 0 2 S AT (< Table 13> 3al)
TEIAI7}AL <Table 12>%} 7o) Q12| 4150} Table 12. Currently published price of nearb
y p p y
spaelel] 558 A1) B2 1650009 apartments
_ _ ZE=El ZAZ[HEES)
olS AHQF =3l oS T -1 © =
A= A8stel el5Ad Mch Published price of Apartment
FEAAIAN A F & A e g A (Unit 1,000 won)
Aldigrel] ASETAZFEE 53kaL, o37]dll T4 A T avg. | A[CH max. | #[A min.
A7}HE 60%S 3l A TSNS AFA T A
71Nl E B0%E B9 HHETAE “E_]r i 621 165000 | 194000 | 136000
Al Aol AAkA] AlE(<Table 9> Fkal)
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3) MMYUXE 72 =X d 3 TIFE 298lS 49 298 & = A
TIF 24 &9k8 2487 9ls) A4 4 7 8ol tes F4800
Avkel el whek EAA AR A A A, <Table 14>oh 2 230 we = YsH
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< 285,171, A4 FEANIA] TS
TIF 7 ow Ehsto] FEA7IEA S A8
3 7449 AlGErHES 717,538 o2 FA4E
t}.(<Table 13> 1)
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Table 13. Increase in tax revenue before and after urban renewal project

(Unit: 1,000 won)

. =25 SH% H&B7he e
N Based tax Total tax Increased
Contents Remark
revenue revenue revenue
NI o= Te N SARI7E 64% &5
TF 58 ZEHZAI7H2 69% A&
TIF applied to Urban 1,201,065 1,471,484 270,419 6.4% rise in land price,
Regeneration 6.9% increase in building
Revitalization Area price
TAIHARY TIF Z& - .
le7H|HI = ) ZA|R|7} 64% MS
ZELTAI7HA 69% A
T 1o — o o
Eg dgzl‘fe;e':f“:rgg 1,382,184 1,667,355 285,171 64% rise in land price,
(Procecd pwith o 6.9% increase in building
renewal project) price
ZAIGHIAY TIF =25t
K70 =X N
TIF i(ncllzllurljzs_;ojsin A=IKICH B53M|TH
9 1,382,184 2,099,722 717,538 The planned number of
Redevelopment Area households is 853
(Proceed with housing
redevelopment project)

18 I TREAE, M523 4% (2017)
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Table 14. Criteria for estimation the size of TIF 4, 2MZAn S5l Mg}

financing
T 7|1%
Contents Criteria 1) 249 Z1}

L=PNPN 0N pu P b 44 N N _
Project period 4 years EAA DS ol TIFE #-83to] 2413
X|xHo| Rt Azl CAAAAD A8 A AL l
Municipal bond 4.0%, 5.0%, 6.0% A3, EAAENG AR A ATS7RES 270
interest rate ko2 AAANETE 6.2%, AR oA
Growth rate of 6.2%, 2.8% 70 7T o, <, a Ar 8=
Property tax(g) Z3lo] 2 713k Ao R 42 5,617
TF 237|2F 204, 254, 304 F <) Wl < wlo}l 9] o H;ﬂ o]

H : [y [0 = ol 2 o 2 U &
Operatlo%genod of | 5 years, 25 years, 30 years T 9l, 7,806MRE €, 10,2379k o= F4E 3]
7350l =

tf. Aol Aol 5.0% % dsstis
|8

o7 BAY It (<Figure 3> #i1)

A At EAIARY B A} A4

WA o] AH-S 4.0%, 5.0%, 6.0% Z-&3)

S u 2 73 Y R <Figure 4>9F 2

o
o
K
B

TIF District TIF District
I Urban Regeneration | I Urban Regeneration I | Seongjeong IV Housing
Revitalization Area Revitalization Area Redevelopment Area
6.4% rise in land price, 6.4% rise in land price, The planned number of households in
6.9% increase in building price | 6.9% increase in building price i housing redevelopment area is 853 !
[ Increased revenue : 270 million won ] [ Increased revenue : 285 million won ] [ Increased revenue : 718 million won ]

Growth rate of
property tax 6.2%

Growth rate of
property tax 6.2%

Growth rate of
property tax 6.2%

Municipal bond
interest rate
4.0%

Municipal bond
interest rate

Municipal bond
interest rate
6.0%

Municipal bond
interest rate
5.0%

Municipal bond
interest rate

Municipal bond [l Municipal bond
interest rate interest rate

Municipal bond

Municipal bond
interest rate i

interest rate

Period of TIF 5,617 4978 4427 5,924 5,250 4,669 14,904 13,209 11,748
20years | Millionwon | | Millionwon | | Millionwon Millionwon | | Millionwon | | Millionwon Millionwon | | Millionwon | | Millionwon

Period of TIF 7,806 6,734 5,839 8,232 7,102 6,158 20,713 17,869 15,495
25years | Millionwon Millionwon | | Millionwon Millionwon | | Million won Million won Million won Million won Million won

Period of TIF| 10,237 8593 7,264 10,796 9,062 7,661 27,164 22,801 19,277
30years | Millionwon Million won Million won Millionwon | | Millionwon Million won Million won Million won Million won

Figure 3. Scale of financing by analysis scenario

Journal of Korea Planning Association Vol.52 No.4 (2017) | 19



Urban Regeneration |

Revitalization Area

| Urban Regeneration |

Revitalization Area

| Seongjeong IV Housing
Redevelopment Area

6.4% rise in land price,
6.9% increase in building price

6.4% rise in land price,
6.9% increase in building price

[ Increased revenue : 270 million won ]

[ Increased revenue : 285 million won ]

The planned number of households in
i housing redevelopment area is 853

[ Increased revenue : 718 million won ]

Munmpal bond

Growth rate of
property tax 2.8%

Munlupal bond

Municipal bond

interest rate

Munlapal bond

Growth rate of
property tax 2.8%

Munlapal bond Mumclpal bond

Mun|c|pa| bond

Growth rate of
property tax 2.8%

Mumupal bond

Mumupal bond

6.0%
Period of TIF 3,763 3364 3,017 3,968 3,547 3,182 9,985 8925 8,007
20years | Millionwon | | Millionwon | | Millionwon Millionwon | | Millionwon | | Millionwon Millionwon | | Millionwon | | Millionwon
Period of TIF 4,799 4,195 3,686 5,060 4424 3,887 12733 11,130 9,781
25years | Millionwon Millionwon | | Millionwon Millionwon | | Millionwon Million won Million won Million won Million won
Period of TIF 5776 4942 4,260 6,091 5212 4492 15,325 13114 11,303
30years | Millionwon Million won Million won Millionwon | | Millionwon Million won Million won Million won Million won

Figure 4. Scale of financing by analysis scenario(Low growth and stabilization trends in the real

2
%

o
y
olN
N
S

20 |

o
o=
W, 3049 7T

B9 A A

=EAE,

,250
9}1 6.0%= 253}

i

<, 6,1589

5 A
Apfol o] 40991 7
2 gdato] A5l

35l

estate market)
7]’—1*—‘ 2851_“'H
204, 25
ol 7kt

1k 91, 8,232 1 10,7969 Tk
AWk o] x}-go] 5.0% = M55t
wiul 9] 710299 91, 9,062

T 97,661
45 Ak (<Figure 3> 34a1)
H, FEAPPEAIG 0= 370 A] ARAAE A
2 718wtk 91 0 2 x|k o] AHEo]

523 43 (2017)

o)
93\2 OT

T flo]

2 FA A (<Figure 3> 3a1)

B FEANBAL TR £l TIFE 5
3 Aol 7k’ A v FEAINEAKY
o] 271 o¥o] wle} FAT 2}o]E Bt} o=
FeAEAG oz s A=A o] FA) A

TN AR

B3

AHolAHEe] 4.0%L

250 &

F

2

[N}
o
de o

o

T

o o

L300 29 A] 4,942800F o7

H, Aol Aol 6%Y

= 4 Ea

] TIFVEL sl
o 20 &
F Al 4,799 21, 300 2% Al 5,776
, A o] Aol 5%

g Al 3,364 9, 251 29 A] 4,1954)
AL
o 20 &9 Al 3,017

483 7ol A



ZNEHERYATRS LB ATHYAIY WHAXZE 2o e A

wlal 9] 25@ %o Al 3,6868WF 1, 301 G
4,260 5+

TIF ool 4 @4%&%% sk %a*zmw
A

A FXHA 231 EAANAIAIG S AlaEE 790
a0l Ao 4.0%Y W 201 £ A) 3,968
vk 9l 25\ £934] 5,060 ) 30 3 A

Al 4,424919F 91303 %oﬂ Al 521297k Q1o
EAEAeH, Aafolakgo] 6.0%Y w 20
g Al 3,18290F 91, 253 94 A] 3,8879%F ¢,
0l 9 Al 4,49297F o= FA QT
(<Figure 4> k1)

R4S TIF el E3hstal FeiAj7/aAt
Hoz NG 7-folli= Aol ago] 4
200 £ A] 9,9859wE 91, 251 £ A] 12,733
Wk 91 30 £ A] 15,3250k Qo7 BAx)
aL, Aol agol 5.0%Y w 206 ¢ A
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