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September 18, 2024

What is a Tax Increment Financing District
(“TIF")?
« Intended by Legislature (30-A MRS §5221(1)) to:

+ Provide new employment;

+ Improve and broaden tax base

+ Improve general economy of State
« From Topsham’s 2001 TIF Policy: allows municipality to “provide financial incentives

in support of economic development projects that increase the town’s public or
private infrastructure”. Examples:

+ #6 Interchange Infrastructure TIF (Monument Avenue debt service)

Effective of a TIF

For the term of the TIF, valuation of TIF district for purposes of municipal revenue
sharing, education aid and county tax share is locked in at value pre-development.

Property taxes earned on increase in value once TIF starts can be shared with
developer to encourage development
+ Terms of sharing are negotiated and agreed to in a credit enhancement agreement (“CEA”").

« Town’s share of property taxes earned by increase in value can be used to increase
economic development or increased

A TIF variation is a “municipal TIF” which does not involve developer and allows the
town to use all of the increased tax revenues for an allowed project.
« #6 Interchange Infrastructure is a municipal TIF (Monument Avenue debt service)




Development Program

« Development program must be adopted at same time TIF is approved
(30-A MRS §5224)

« Specifies
« Financial Plan for TIF
- Description of public facilities to be financed by TIF
« Description of commercial facilities to be financed with TIF

« Plan must be followed - cannot use funds for other purposes
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TIF’s Governed by:

+ Maine Statutory Law (30-A MRS §5221 et. seq.)
« DECD Rules (C.M.R. 19,100 ch. 1 et seq.)
» Town of Topsham TIF Policy (adopted 1/30/2021)
« Usual approved split is 75% town/25% developer,
though can differ depending on specifics of project

« Twelve (12) considerations to be applied to TIF
evaluation Process

» Handout

Statutory Limits on TIF’s

Acreage (30-A MRS §5223(3)(B))
« Any one district must not exceed 2% of acreage of municipality
« Total of all districts must not exceed 5% of acreage of municipality

« “Downtown tax increment financing districts” and “transit-oriented development
districts” do not count towards caps

* #9 Downtown TIF
Assessed Value (30-A MRS §5223(3)(B))

« Original assessed value (“OAV”) of proposed district plus OAV of all existing districts
may not exceed 5% of total value of all taxable property within municipality




Allowable Project Costs (30-A MRS §5225)

« Costs of improvements made within district (capital, permits, professional fees, etc.)

« Costs of improvements made outside of district related to or made necessary by
district

Costs outside district (but within municipality), for certain items, including:

Economic development

Environmental improvement
Employment training

Child and adult care facilities

Operation of municipal public safety facilities (15% cap)
Affordable housing (30-A MRS §5247), for those whose income is up to 120% of median
income
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Allowable TIF Expenses

« TIF funds can only be used for items which are:
« Allowed by statute and rule

« Are identified in development program which
was

« Approved by State
« Authorized by Town Meeting

« Reference handout for Topsham’s TIF’s

Topsham’s Current Economic Development TIF’s

[Name ____________ [Pupose ________|Expiraon |
#1Bypass 6/30/26
#3 Bowdoin Mill 6/30/28
#4 Bypass North 6/30/28
#6 Interchange Infrastructure 6/30/34
#7 Frost Street 3/30/35
#9 Downtown and Transit Omnibus 6/30/44
#10 Highland Green Phase Il N 6/30/48
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Topsham’s Current Affordable Housing TIF’s
#8 29 EIm Street Affordable Low income seniors(up to  6/30/32
Housing 60% of median income)

#11 25 Hackmatack Road Affordable Low income families(up to 3/31/40
Housing 60% of median income)

Topsham TIF Map

#6 Interchange Infrastructure
#7 Frost Street

#8 EIm Street Affordable

# 9 Downtown and Transit
#10 Highland Green Phase Il
#11 Hackmatack Affordable
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TIF Reserve Balances as of 6/30/24

Name | | Balance]

#1 Bypass $ 5877
#3 Bowdoin Mill $ 19746
#4 Bypass North $ 114,220
#6 Interchange Infrastructure $ 467,808
#7 Frost Street $ 1073
#8 ElIm ST $ 0
#9 Downtown and Transit Omnibus $248,284
#10 Highland Green Phase Il N $ 1834
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TIF’s Are NOT “Free Money”

« -In FY 2025, Town will pay $1,070,918 of collected taxes back to TIF developers

TIF Developer % 2024 Payment

#1 Bypass/Highlands 45% $243,605
#3 Bowdoin Mill 60% $ 68,366
#4 Highland Green 30% $ 509,920
#7 Frost Street 45% $ 171,256
#8 River Landing 50% $ 13,103
#10 HG Phase Il 50% $ 64,668

« However, arguably the development may not have happened without the TIF
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TIF’s Are NOT “Free Money”

Each budget year, the Town shelters the amount of value/tax money that can be used
for approved purposes in budget. We have not been intentionally building TIF reserves.

When we don’t shelter money we don't have a purpose for, so the money goes to
offset general tax obligations.

This tax year we could have sheltered up to ~$300M of valuation, our actual sheltering
was ~$140M.

If we sheltered as much as possible:

+ We'd need to raise taxes to pay for the general obligations that we pay with unsheltered TIF
funds.

« Spending money (or putting in a reserve without a plan for future use) just because it is
permissible can lead to waste and over taxation.
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Simplified Sheltering Example

+ Approved budget is $1000, of which $10 can be categorized as an allowable TIF expense

+ TIF has 50% payment to developer. TIF district results in $40 in tax, after developer paid, Town retains $10 for allowable TIF
expense and additional $10 is not sheltered and used to offset general expenses in budget.

+ $980 of budget is raised from taxation other than the TIF's
« Instead, $10 is used as an allowable TIF expense and the other $10 is sheltered by putting it in a reserve for that TIF.

* In order to fund budget, $990 will have to be raised from taxation other than the TIF

Budget ($10 TIF $1000
Approved portion)

Offset by Town TIF - $10 - $20
Share

TIF Reserve & (o] + $10
Unsheltered Town Share $10 $0
Net From Other $980 $990
Taxpayers

15



To Maximize the Benefit of a TIF...

« Pay for expenses which are allowable and were already planned to be include in the
budget
+ Winter Street culvert
« EIm Street culvert

« Hackmatack TIF allows for fund to be spent on MSAD#75.
+ Allows for 100% use of sheltered money
« When budget/projects are developed we look to utilize any TIF reserves which have
built up as future projects are funded

+ Tedford RD culvert and sidewalks are permissible expenses for some TIF's
+ Park Drive sidewalks or TFM Road traffic improvements are permissible for some TIF's
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Of course there may be other reasons for
utilizing TIF’s besides tax efficiency

* The policy reasons for which TIF’s were created
* Creation of jobs

« Creation of needed public/private
infrastructure

* Beneficial economic development
*Increases housing
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Questions?

18




