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(ii) 'Die acquisition and disposal of real and personal property or interests 
therein, demolition of structures, site preparation, relocation costs, building 
rehabilitation, and all administrative costs related to the above, including, but not 
limited to, architect’s, engineer’s, legal, and accounting fees as contained in the 
resolution establishing the district’s development plan.

(/) "Tax increment district" or "district" means that area to which the tax 
increment finance plan pertains.

(m) “Tax increment financing plan" means that information and those require­
ments set forth in sections 13 to 15.

125.1801a Short title. [M.S.A. 3.540(201a)]
Sec. la. This act shall be known and may be cited as "the tax increment 

finance authority act”.

125.1802 Authority; establishment; public body c o k  orate; powers gener­
ally. [M.S.A. 3 540(202)]
Sec. 2. (1) A municipality may establish not more than 1 authority. An 

authority shall exercise its powers in all development areas designated pursuant to 
this act.

(2) The authority shall be a public L ody corporate which max- sue and be sued 
in any court of this state. The authority i ossesses all the powers necessary to earn­
out the purpose of its incorporation. J he enumeration of a power in this act shall 
not be construed as a limitation upon the general powers of the authority. The 
powers granted in this act to an authority may be exercised notwithstanding that 
bonds are not issued by the authority.

“ 25.1803 Resolution of Intent; determinations; notice of public hearing; 
adoption, tiling, and publication of resolution establishing authority and 
designating boundaries of authority district; alteration and amendment of 
boundaries. [M.S.A. 3.540(203)]
Sec. 3. (1) W hen the governing body of a municipality determines that it is in 

the best interests of the public to halt a decline in property values, increase 
property tax valuation, eliminate the causes of the decline in property values, and 
to promote growth in an area in the municipality, the governing body of that 
municipality may declare by resolution its intention to create and provide for the 
operation of an authority.

(2) In the resolution of intent, the governing body shall set a date for the 
holding of a public hearing on the adoption of a proposed resolution creating the 
authority and designating the boundaries of the authority district. Notice of the 
public hearing shall be published twice in a newspaper of general circulation in 
the municipality, not less than 20 nor more than 40 days before the date of the 
hearing. Notice shall also be mailed to the property taxpayers of record in the 
proposed authority district not less than 20 days before the hearing. Failure to 
receive the notice 'hall not invalidate these proceedings. The notice shall state the 
date, time, and place of the hearing, and shall describe the boundaries of the 
proposed authority district. At that hearing, . citizen, taxpayer, or property owner 
of the municipality has the right to be heard in regard to the establishment of the 
authority and the boundaries of the proposed authority district. The governing 
body of the municipality shall not incorporate land into the authority district not 
included in the description contained in the notice of public hearing, but it may
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eliminate described lands from the authority district in the final determination of 
the boundaries.

'3) After the public hearing, if the governing body intends to proceed with 
the establishment of the authority, it shall adopt, by majority vote of its members, 
a resolution establishing the authority and designating the boundaries of the 
authority district within which the authority shall exercise its powers. The 
adoption of the resolution is subject to any applicable statutory or charter 
provisions with respect to the approval or disapproval by the chief executive or 
other officer of the municipality and the adoption of a resolution over his or her 
veto. This resolution shall be filed with the secretary of state promptly after its 
adoption and shall be published at least once in a newspaper of general 
circulation in the municipality.

(4) The governing body may alter or amend the boundaries of the authority 
district to include or exclude lands from the district in accordance with the same 
requirements prescribed for adopting the resolution c eating the authority.

125.1804 Board; composition; chairperson; oath of member; rules governing
procedure and meetings; meetings open to public; removal of member;
publicizing expense Items; financial records open to public. [M.S.A.
3.540(204)]
St?. 4. (]) The authority shall be under the supervision and control of a 

board chosen by the governing body which may by majority vote designate any 1 
of the following to constitute the board:

(a) The board of directors of the economic development corporation of die 
municipality established pursuant to Act No. 33S of the Public Acts of 1974. as 
amended, being sections 125.1601 to 125.1636 of the Michigan Compiled Laws.

(b) The trustees of the board of a downtown development authority estab­
lished pursuant to Act No. 197 of the Public Acts of 1973, as amended, being 
sections 125.1651 to 125.16S0of the Michigan Compiled Laws.

(c) The trustees of the board of an urban redevelopment corporation 
established pursuant to Act No. 250 of the Public Acts oi 1941, as amended, being 
sections 125.901 to 125.922 of the Michigan Compiled Laws.

(d) The members of the commission established pursuant to Act No. 344 of 
the Public Acts of 1945, being sections 125.71 to 125.84 of the Michigan Compiled 
Laws.

(e) Not less than 7 nor more than 13 persons appointed by the chief executive 
officer of the municipality subject to the approval of the governing body. Of the 
members appointed, an equal number, as near as practicable, shall be appointed 
for 1 year, 2 years, 3 years, and 4 years. A member shall hold office until the 
member's successor is appointed. Thereafter, each member shall serve for a term 
of 4 years. An appointment to fill a vacancy shall be made by the chief executive 
officer of the municipality for the unexpired term only. Members of the board 
shall serve without compensation, but shall be reimbursed for actual and 
necessary expenses.

(2) The chairperson of the board shall be elected by the board.
(3) Before assuming the duties of office, a member shall qualify by taking and 

subscribing to the constitutional oath of office.
(4) The board shall adopt rules governing its procedure and the holding of 

regular meetings, subject to the approval of the govei rung body. Special meetings 
may be held when called in the manner provided in the rules of the board.
. Jeelings of the board shall be open to the public, in accordance with Act No. 2u7
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of the Public Acts of 1976, as amended, being sections 15.261 to 15.275 of the 
Michigan Compiled Laws.

(5) Pursuant to notice and an opportunity to be heard, a member of the board 
appointed pursuant to subsection (1 )(e) may be removed before the expiration of 
his or her term for cause by the governing body. Removal of a member is subject 
to the review bv the circuit court.

(6) All expense items of the authority shall be publicized annually and the 
financial records shall be open to the public pursuant to Act No. 442 of the Public 
Acts of 1976. as amended, being sections 15.231 to 15.246 of. the Michigan 
Compiled Lavs.

125.1805 Board; employment, compensation, term, oath, and bond of 
director; chief executive office; duties of director; absence or disability of 
director; reports; employment, compensation, and duties of treasurer and 
secretary; retention and duties of legal counsel; employment of other 
personnel; participation In municipal retirement and insurance programs. 
[M .S.A. 3.540(205)]
Sec. 5. (1) The board may employ and fix the compensation of a director, 

subject to the approval of the governing body. The director shall serve at the 
pleasure of the board. A member of the board is not eligible to hold the position 
of director. Before entering upon the duties of the office, the director shall take 
and sul scribe to the constitutional oath and furnish bond by posting a bond in the 
pc-nal sum determined in the resolution establishing the authority, payable to the 
authority for use and benefit of the authority, approved by the board, and filed 
with the clerk of the municipality. The premium on the bond shall be considered 
an operating expense of the authority, payable from funds available to the 
authority for expenses of operation. The director shall be the chief executive 
office of the authority. Subject to the approval of the board, the director shall 
supervise and be responsible for the preparation of plans and the performance of 
the functions of the authority in the manner authorized by this act. The director 
shall attend the meetings of the board and shall render to the board and to the 
governing body a regular report covering the activities and financial condition of 
the authority. If the director is absent or disabled, the- board may designate a 
qualified person as acting director to perform the duties of the office. Before 
entering upon the duties of the office, the acting director shall take and subscribe 
to the constitutional oath and furnish bond as required of the director. The 
director shall furnish the board with information or reports governing the 
operation of the authority as the board requires.

(2) The board may appoint or employ and fix the compensation of a treasurer 
who shall keep the financial records of the authority, and who. together with the 
director, if a clirec u.r is appointed, shall approve all vouchers for the expenditure 
of funds of the authority. The treasurer shall perform such other duties as may be 
delegated by the board and shall furnish bond in an amount as prescribed by the 
board.

(3) The board may appoint ur employ and fix the compensation of a 
serretary. who shall maintain custody of the official seal and of records, books, 
docui.;onts, or other papers not required to be maintained by the treasurer. The 
sec .-clary shall attend meetings of the board and keep a record of its proceedings 
and shall perform such other duties as may be delegated by the board.

(4) The board may retain legal counsel to advise the board in the proper 
performance of its duties. The legal counsel shall represent the authority in actions 
brought by or against the authority.
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(5) The board may employ oilier personnel considered necessary by the 
board.

(6) The employees of an authority may be eligible lo participate in municipal 
retirement and insurance programs of the municipality as if they were civil 
service employees on the same basis as civil service employees.

125.1807 Board; powers generally. [M.S.A. 3.540(207)]
Sec. 7. The board m. y:
(a) Prepare an analysis of economic changes taking place in the municipality 

and its environs as those changes relate to urban deterioration in the development 
areas.

(b) Studs- and analyze the impact of growth upon development areas.
(e) Plan and propose the construction, renovation, repair, remodeling, reha­

bilitation. restoration, preservation, or reconstruction of a public- facility, an 
existing building, or a multiple family dwelling unit which may be necessary or 
appropriate to the execution of a plan which, in the opinion of the board, aids in 
the revitalization and growth of the development area.

(d) Develop long-range plans, in cooperation with the agency which is 
chiefly responsible for planning in the municipality, designed to halt the decline 
of property values and to promote ihe growth of ihe development area, and take 
such steps as may be necessary to implement the plans to the fullest extern 
possible.

(e) Implement any plan of development in a development area necessary to 
acnieve the purposes of this act, in accordance with the powers of the authority as 
granted by this act.

(f) Make and enter into contracts necessary or incidental to the exercise of its 
powers and the performance of its duties.

(g) Acquire by purchase or otherwise, on terms and conditions and in a 
manner the authority considers proper, own, convey, demolish, relocate, rehabili­
tate, or otherwise dispose of, or lease as lessor or lessee, land and other property, 
real or personal, or rights or interests therein, which the authority determines is 
reasonably necessary to achieve the purposes of this act, and to grant or acquire 
licenses, easements, and options with respect thereto.

(h) Improve land, prepare sites for buildings, including the demolition of 
existing structures and construct, reconstruct, rehabilitate, restore, and preserve, 
equip, improve, maintain, repair, and operate any building, including any type of 
t.iusing, and any necessary or desirable appurtenances thereto, within the 
d( velopment area for the use, in whole or in part, of any public or private person 
or corporation, ora combination thereof.

(i) Fix, charge, and collect fees, rents, and charges for the use of any 
building or property or any part of a building or property under its control, or a 
facility in the building or on the property, and pledge the fees, rents, and charges 
for the payment of revenue bonds issued by the authority.

(j) Lease any building or property or part of a building or property under its 
control.

(k) Accept grants and donations of property, labor, or oilier things t f  value 
from a public or private source.

(/) Acquire and construct public facilities.
(m) Incur costs in connection with the performance of its authorized func­

tions, including but not limited to, administrative costs, and architects, engineers, 
legal, and accounting fees.
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125.1809 Authority as Instrumentality of political subdivision. [M.S.A. 
3.540(209)]
Sec. 9. The authority shall be considered an instrumentality of a political 

subdivision for purposes of Act No. 227 of the Public Acts of 1972, being sections 
213.321 to 213.332 of the Michigan Compiled Laws.

125.1810 Taking, transfer, and use of private property by municipality. 
[M.S.A. 3.540(210)]
Sec. 10. A municipality may take priv ate property under Act No. 87 of Ihe 

Public Acts of 1980, being sections 213.51 to 213.77 of the Michigan Compiled 
Laws, for the purpose of transfer to Ihe authority, and may transfer the property 
to the authority for use as authorized in the development program, on terms and 
conditions it considers appropriate. The taking, transfer, and use shall be 
considered necessary for public purposes and for the benefit of the public.

125.1811 Financing activilies of authority; sources. [M.S.A. 3.540(211)]
Sec. 11. The activities of the authority shall be financed from 1 or more of the 

following sources:
(a) Contributions to the authority for the performance of its functions.
(b) Revenues from any property, building, or facility owned, leased, licensed, 

or operated by the authority or under its control, subject to the limitations 
imposed upon the authority by trusts or other agreements.

(c) Tax increments received pursuant to a tax increment financing plan 
established under sections 13 to 15.

(d) Proceeds of tax increment bonds issued pursuant to section 15.
(e) Proceeds of revenue bonds issued pursuant to section 12.
(f) Money obtained from any other sources approved by the governing body 

of the municipality.

125. .'112 Borrowing money; Issuing negotiable revenue bonds; full faith 
and credit. [M.S.A. 3.640(212)]
Sec. 12. (1) The authority may borrow money and issue its negotiable 

revenue bonds pursuant to Act No. 94 of the Public Acts of 1933. as amended, 
being section 141.101 to 141.139 of the Michigan Compiled Laws. Revenue bonds 
issued by the authority shall not, except as hereinafter provided, be considered a 
debt of the municipality or of the state.

(2) The municipality by majority vote of the members of its governing body 
may pledge its full faith and credit limited tax to support the authority's revenue 
bonds.

125.1813 “Captured assessed value" and "initial assessed value" defined; 
preparation and submission of tax increment financing plan; contents and 
approval of plan; public hearing; meeting with governing body; fiscal and 
economic Implications; recommendations; agreements; modification of 
plan. [M.S.A. 3.540(213)]
Sec. 13. (1) As used in this section and sections 14 and 15:
(a) "Captured assessed value" means the amount in any 1 year by which the 

current assessed value of the development area, including the assessed value of 
property for which a commercial facilities exemption certificate has been issued 
pursuant to Act No. 255 of the Public Acts of 1978, as amended, being sections 
207.651 to 207.668 of the Michigan Compiled Laws, and the assessed value of 
property for which an industrial facilities exemption certificate has been issued
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pursuant to Act No. 198 of the Public Ads of 197-1 as amended, being sections 
207.551 to 207.571 of the Michigan Compiled Lavs, exceeds the initial assessed 
value.

(b) "Initial assessed value” means the most recently assessed value, as finally 
equalized by the slate board of equalization, of all Ihe taxable property within the 
boundaries of the development area at the time the ordinance establishinc ihe tax 
increment financing plan is approved. Property exempt from taxation at the time 
of the determination of the initial assessed value shall be included as zero. For the 
purpose of determining initial assessed value, property for which a commercial 
facilities exemption certificate or property for which an industrial facilities 
exemption certificate is in effect shall not be considered property which is exempt 
from taxation.

(2) When the authority determines that it is necessary for the achievement of 
Ihe purposes of this act. the authority shall prepare and submit a tax increment 
financing plan to the governing body. The plan shall be in compliance with 
section 14, shall include a development plan as provided in section 16. and shall 
contain a detailed explanation of the tax increment procedure. maximum 
amount of bonded indebtedness, if any. to be incurred, and the du.ation of the 
development program The plan shall contain a statement of the estimated impact 
of tax increment financing on the assessed values of all taxing jurisdictions in 
which the development area is located. The plan may pro\ ide for the use of part 
or all of the captured assessed xalue, but the portion intended to be used by the 
authoritx shall be clearly stated in the tax increment financing plan.

(3) Approval of the tax increment financing plan shall be in accordance with 
the notice, hearing, and disclosure provisions of section 17. When the development 
plan is part of the tax increment financing plan, only 1 hearing and approval 
procedure is required for the 2 plans together.

(4) Before the public hearing on the tax increment financing plan, the 
governing body shall provide a reasonable opportunity to the members of the 
county board of commissioners of a county in which any portion of the 
development area is located and to the members of the school board of any 
sehool district in which any portion of the development area is located to meet 
with the governing body. The authority shall fully inform members of the county 
boards of commissioners and of the school boards of the fiscal and economic 
implications of the proposed tax increment financing plan. The members of the 
county boards of commissioners and of the school boards may present their 
recommendations at the public hearing on the tax increment financing plan. The 
authority may enter into agreements with the county hoard of commissioners, the 
school boards, and the governing body of the municipality in which the 
development area is located to share a portion of the captured assessed value of 
the district.

(5) A tax increment financing plan may he modified if the modification is 
approved by the governing hodv upon notice and after public hearing and 
agreement as required for approval of the original plan.

125.1814 Amount of tax Increment to be transmitted to authority; expendi­
ture of lax increments; disposition of surplus funds; abolition ot tax
increment financing plan; financial report on status of plan. [M.S.A.
3.540(214)]
Sec. 14. (1) The amount of tax increment to be transmitted to the authority 

by the municipal and county treasurers shall he that portion of the tax levy of all 
> .. ;..r. nn'/t o-w-h voar on real and personal propertv in Ihe development
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area on the captured assessed value. For the purposes of this section, that portion 
of '•ommercial facilities tax levied pursuant to sec lion 12 of Act No. 255 of the 
Public Acts of 1978. being section 207.662 of the Michigan Compiled Laws, or that 
portion of an industrial facilities tax levied pursuant to section 11 of Act No. 198 of 
the Public Acts of 1974, as amended, being section 207.561 of the Michigan 
Compiled Laws, which is attributable to the captured assessed value of the 
facility shall be included as a part of the tax increment to be transmitted io the 
authority.

(2) The ai thority shall expend the tax increments receixed for the develop­
ment program onl\ in accordance with the tax increment financing plan. Surplus 
funds may be retained by the authority for the payment of the principal of and 
interest on outstanding tax increment bonds or for other purposes, that by 
resolution of the hoard, are determined to further the development program. Any 
surplus funds not so used shall revert proportionately to the respective taxing 

These revenues shall not be used to circumvent existing property tax laws 
l u local charter which proxides a maximum authorized rate for levy of property 
taxes. The governing body may abolish the tax increment financing plan when it 
finds that the purposes for which the plan was established are accomplished. 
However, the tax increment finance plan may not be abolished until the principal 
of and interest on bonds issued pursuant to section 15 have been paid or funds 
sufficient to make such payment have been segregated.

(Cl) The authority shall submit annually to the gcixerning body a financial 
report on the status of Ihe tax increment financing plan. The report shall include: 
the amount and source of tax increments received; the amount in any bond 
reserve account; the amount and purpose of expenditures of tax increment 
revenues; .he amount of principal and interest on any outstanding bonded 
indebtedness; the initial assessed value of the development area: the captured 
assessed value retained by the authority; and any additional information the 
governing body c onsiders necessary. The report shall be published in a newspaper 
of general circulation in the municipality.

125.1815 Tax Increment bonds. [M.S.A. 3.540(215)]
Sec. 15. (1) By resolution of its board, the authority may authorize, issue, and 

sell its tax increment bonds, subject to the limitations set forth in this section, to 
finance a development program. The bonds shall mature in not more than 30 
years and shall be subject to Act No. 202 of the Public Acts of 1943, as amended, 
being sections 131.1 to 138.2 of the Michigan Compiled Laws. The authority may 
pledge for annual debt service requirements in any 1 year not more than 80? of 
the estimated tax increment revenue to be received from a development area for 
that year, and the total aggregate amount of borrowing shall not exceed an 
amount which the 807 of the estimated tax inc rement revenue will service as to 
annual principal and interest requirements. The bonds issued under this section 
shall be considered a single series for the purposes of section 4 of chapter V of Act 
N’o. 202 of the Public Acts of 1943, as amended, being section 135.4 of the 
Michigan Compiled Laws.

(2) The municipality by majority vote of the members of its governing body 
max pledge its f jll faith and credit for the payment of the principal of and interest 
on the authority’s tax increment bonds.

125.1816 Development plan; preparation; contents. [M.S.A. 3.540(216)]
Sec. 16. (1) When a board decides to finance a project in a development area 

pursuant to this act, it shall prepare a development plan.
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(2) To the extent necessary to accomplish the proposed development program 
the development plan shall contain:

(a) The designation of boundaries of the development area in relation to the 
boundaries of the authority district and any other development areas within the 
authority district.

(b) The designation of boundaries of (lie development area in relation to 
highways, streets, or otherwise.

(c) The location and extent of existing streets and other public facilities 
within the development area and the location, character, and extent of the 
categories of public arid private land uses then existing and proposed for the 
development area, including residential, recreational, commercial, industrial, 
educational, and other uses and shall include a legal description of the develop­
ment area

(d) A description of improvements to be made in the development area, a 
description of any repairs and alterations necessary to make those improvements, 
and an estimate of the time required for completion of Ihe improvements.

(e) The location, extent, character, and estimated cost of the improvements 
including rehabilitation contemplated for the development area and an estimate 
of the time required for completion.

(f) A statement of the construction or stages of construction planned, and the 
estimated time of completion of each stage.

(g) A description of any parts of the development area to be left as open 
space and the use contemplated for the space.

(h) A description of any portions of the development area which the 
authority desires to sell, donate, exchange, or lease to or from the municipality 
and the proposed terms.

(i) A description of desired zoning changes and changes in streets, street 
levels, intersections, and utilities.

(j) An estimate of the cost of the development, a statement of the proposed 
method of financing the development, and the ability of the authority to arrange 
the financing.

(k) Designation of the person or persons, natural or corporate, to whom all or 
a portion of the development is to be leased, sold, or conveyed and for whose 
benefit the project is being undertaken, if that information is available to Ihe 
authority.

(/) The procedures for bidding for the leasing, purchasing, or conveying of 
all or a portion of the development upon its completion, if there is no express or 
implied agreement between the authority and persons, natural or corporate, that 
all or a portion of the development will be leased, sold, or conveyed to those 
persons.

(m) Estimates of the number of persons residing in the development area and 
the number of families and individuals to be displaced. If occupied residences are 
designated for acquisition and clearance by the authority, a development plan 
shall include a survey of the families and individuals to be displaced, including 
their income ana racial composition, a statistical description of the housing supply 
in the community, including the number of private and public units in existence or 
under construction, Ihe condition of those in existence, the number of owner- 
occupied and renter-occupied units, the annual rale of turnover of the various 
types of housing and the range of rents and sale prices, an estimate of the total 
demand for housing in the community, and the estimated capacity of private and 
public housing available to displaced families and individuals.
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(n) A plan for establishing priority for the relocation of persons displaced by 
the development in any new housing in the development area.

(o) Provision for the costs of relocating persons displaced by the develop­
ment. and financial assistance and reimbursement of expenses, including litigation 
expenses and expenses incident to the transfer of title, in accordance with the 
standards and provisions of the federal uniform relocation assistance and real 
property acquisition policies act of 1970. 42 I ’ .S.C. 4601 to 4655.

(p) A plan for compliance with Act No. 227 of the Public Acts of 1972. being 
sections 213.321 to 213.332 of the Michigan Compiled Laws.

(q) Other material which the authority, local public agency, or governing 
body considers pertinent.

(3) It shall not be necessary for the board to prepare a development plan 
pursuant to this section where a development plan that adequately provides for 
accomplishing the proposed development program has already been prepared by 
any of the organizations described in section 4(1 )(a) to (d) and where the 
development plan has been approved by the board and governing body pursuant 
to sections 17 and IS.

125.1817 Public hearing on development plan; publication, mailing, and 
contents of notice; presentation of data; record. [M.S.A. 3.540(217)]
Sec. 17. (1) The governing body, before adoption of a resolution approving 

a development plan or tax increment financing plan, shall hold a public heariny 
on the development plan. Notice of the time and place of the hearing sha l l  be 
given by publication twice in a newspaper of general circulation designated by 
the municipality, the first of which shall not be less than 20 days before the date 
set for the* hearing. Notice shall also be mailed to all property taxpayers of record 
in the development area not less than 20 days before the hearing.

(2) Notice of the time and place of hearing on a development plan shall 
contain the following:

(a) A description of the proposed development area in relation to highways, 
streets, streams, or otherwise.

(b) A statement that maps, plats, and a description of the development plan, 
including the method of relocating families and individuals who may be displaced 
from the area, are available for public inspection at a place designated in the 
notice, and that all aspects of the development plan will be open for discussion at 
the public hearing.

(c) Other information that the governing body considers appropriate.
(3) At the time set for hearing, the governing body shall provide an opportun­

ity for interested persons to be heard and shall receive and consider communica­
tions in writing with reference thereto. The hearing shall provide the fullest 
opportunity for expression of opinion, for argument on the merits, and for 
introduction of documenta-v evidence pertinent to the development plan. The 
governing body shall make and preserve a record of the public hearing, including 
all data presented at that time.

125.1818 Development plan or tax Increment plan as public purpose; 
determination; basis ot resolution approving plan, rejecting plan, or 
approving plan with modifications; approval or rejection ot amendments. 
[M.S.A. 3.540(218)]
Sec. 18. (1) The governing body, after a public hearing on the development 

plan or the tax increment financing plan, or both, with notice giv**n pursuant to
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section 17, shall determine whrlhri Ihe development plan or tax increment 
financing plan constitutes a public purpose. If it determines that the development 
plan or tax increment financing plan constitutes a public purpose, it shall then 
approve or reject the plan, or approve it with modification, by resolution based 
on the following considerations:

(a) The findings and recommendations of a development area citizens 
council, if a development area citizens council was formed.

(b) Whether the plan idpcu ihe requirements set forth in section 16(2).
(c) Whether the proposed method of financing the development is feasible 

and the authority has the ability to arrange the financing.
(d) Whether the development is reasonable and necessary to carry out the 

purposes of this act.
(e) Whether the land to be acquired within the development area is reason­

ably necessary to carry nut the purposes of the plan and the purposes of this act.
(f) Whether the development plan is in reasonable accord with the approved 

master plan of the municipality, if an approved master plan exists.
(g) Whether public services, such as fire and police protection and utilities, 

are or will be adequate to service the development area.
(h) Whether changes in zoning, streets, street lev els, intersections, and utilities 

are reasonably necessary for the project and for the municipality.
(2) Amendments to an approved development plan or tax increment plan 

must be submitted by the authority to the governing body for approval or 
rejection.

125.1819 Notice to vacate. [M .S.A. 3.540(219)]
Sec. 19. A person to be relocated under this act shall be given not less than 90 

days’ written notice to vacate unless modified by court order for good cause.

125.1820 Development area citizens council; establishment; advisory body;
appointment and qualifications of members. [M.S.A. 3.540(220)]
Sec. 20. (I) A development area citizens council shall be established if the 

proposed development area has 100 or more prisons residing within it and a 
change in zoning or a taking of property by eminent domain is necessary to 
accomplish the proposed development program. The council shall act as an 
advisors' body to the authority and the governing body in the adoption of the 
development plan or tax increment financing plan.

(2) If a development area citizens council is required, the council shall be 
appointed by the governing body, and shall consist of not less than 9 members. 
Each member shall be at least IS years of age and reside in the development area. 
The council shall be established at least 60 days before the public hearing on the 
development plan or the tax increment financing plan, or both.

(3) If a development area citizens council is required pursuant to subsection
(1) and if the authority was established pursuant to section 4(l)(a), (b), (c), or (d), 
a council established in conjunction with any of those boards or commissions, 
may serve in an advisory capacity to the authority, if the authority determines it is 
representative of the development area.

125.1821 Consultation representative of authority and council. [M.S.A.
3.540(221)]
Sec. 21. Periodically a representative of the authority responsible for prepara­

tion of a development or tax increment financing plan within the development
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area shall consult with and adv'ise the development area citizens council regarding 
the aspects of a development plan, including the development of new housing for 
relocation purposes located either inside or outside of the development area. The 
consultation shall begin before any final decisions by the authority and the 
governing body regarding a de\ eloprnent or tax increment financing plan. The 
consultation shall continue throughout the preparation and implementation of the 
dev elopment or <•" ncrement financing plan.

125.1822 Meetings of council; open to public; notice; hearing persons
present at meeting; record; Information and technical assistance; failures
not precluding adopf'on of development plan. [M.S.A. 3.540(222)]
Sec. 22. (J) Meetings of the council shall be open to the public. Notice of the 

time and place of the meetings shall be posted in at least ]() conspicuous places in 
the development area accessible to the public not less than 5 days before the dales 
set for meetings of the council. A person present at those meetings shall have 
reasonable opportunity to be hpard.

(2) A record of the meetings of a council, including information and data 
presented, shall be maintained by the council.

(3) A council rnay request of and receive from the authority information and 
technical assistance relevant to the preparation of the development plan for the 
development area.

(4) Failure of a council to organize or to consult with and be advised by the 
authority, or failure to advise the governing body, as provided in this act. shall not 
preclude the adoption of a development plan by a municipality if the municipality 
complies with the other provisions of this act.

125.1823 Development plan; notice of findings and recommendations.
[M.S.A. 3.540(223)]
Sec. 23. Within 20 days after the public hearing on a development or tax 

increment financing plan, the council, if established, shall notify the governing 
body, in writing, of its findings and recommendations concerning a proposed 
development plan.

125.1824 Development area citizens council; dissolution,
[M.S.A. 3.540(224)]
Sec. 24. A development area citizens council may not be required and, if 

formed, may b? dissolved in any of the following situations: .
(a) On petition of not less than 20? of the adult resident population of the 

development area by the last federal decennial or municipal census, a governing 
body, after public hearing with notice given in accordance with section 17 and by 
a 2/3 vote, may adopt :t resolution eliminating the necessity of a council for the 
development area.

(b) If there arc less than 18 residents located in the dev elopment area eligible 
to serve on the council.

(c) Upon termination of the authority by resolution of the governing body.

125.1825 Budget; cost of handling and auditing funds. [M.S.A. 3.540(225)]
Sec. 25. (1) The director of the authority shall prepare and submit for the 

approval of the board a budget for the operation of the authority for the ensuing 
fiscal year. The budget shall be prepared in the manner and contain the 
information required of municipal departments. Before the budget may be 
adopted by the board, it shall be approved by the governing body. Funds of the
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municipality shall not hr included in the budget of the authority c\ccpt those 
funds authorized in this act or by the governing body.

(2) The governing body may assess a reasonable pro rata share of the funds 
for th'» cost of handling and auditing the funds against the funds of the authority, 
other than those committed for designated purposes, which cost shall be paid 
annually by the board pursuant to an appropriate item in its budget.

125.1826 Preservation of public facility, building, or structure having signifi­
cant historical interest; review of proposed changes to exterior of hisloric 
site. [M.S.A. 3.540(226)]
Sec. 26. (I) A public facility, building, or structure which is determined by 

the municipality to have significant historical interests shall be preserved in a 
manner as considered necessary by the municipality in accordance with laws 
relative to the preservation of historical sites.

(2) An authority shall refer all proposed changes to the exterior of sites listed 
on the state rpgister of historic sites and the national register of historic- places to 
the applicable historic district commission created under Act No. 169 of thp 
Public Acts of 1970. as amended, being sections 399.201 to 399.212 of the 
Michigan Compiled Laws, or the secretary of stale for review.

125.1827 Dissolution of authority; resolution; disposition of property and 
assets. [M.S.A. 3.540(227)]
Sec. 27. An authority which has completed the purposes for which it was 

organized shall be dissolved bv resolution of the governing body. The property 
and assets of the authority remaining after the satisfaction of the obligations of the 
authority shall belong to the municipality.

This act is ordered to take immediate effect.
Approved January 15, 19S1.

[No. 451]

AN ACT to amend section 10 of chapter II and section 5 of chapter V of Act 
No. 286 of the Public Acts of 1929, entitled as amended "A.n act to provide for the 
protection of wild animals and wild birds: to regulate the taking, possession, use 
and transportation of same; to prohibit the sale of game animals and birds; to 
regulate the manner of hunting, pursuing and killing game animals, birds and 
furbearing animals; to provide for the issuing of licenses and permits for the 
taking, hunting or killing of all wild animals and birds and the disposition of the 
moneys derived therefrom; to provide for the issuance of a sportsman's license by 
combining several hunting and fishing licenses; to provide penalties for the 
violation of any of the prov isions of this act and the rules adopted thereunder, and 
to repeal '-ertain acts relating thereto,” section 10 of chapter II as amended by Act 
No. 47 of the Public Acts of 1977 and section 5 of chapter V as amended by Act 
No. 6-1 of the Public Acts of 1978, being sections 312.10 and 315.5 of the Compiled 
Laws of 1970.

The People of the Stale of Michigan enact:
Sections amended; game law of 1929.
Section 1. Section 10 of chapter II and section 5 of chapter V of Act No. 266 

of the Public Acts of 1929, section 10 of chapter II as amended by Act No. 47 of 
the Public Acts of 1977 and section 5 of chapter V as amended by Act No. 64 of
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Original sponsors: Menard, Larson,Zawacki, et al.

IN THE HOUSE
CS FOR HOUSE BILL NO. 434 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act entitled: "An Act relating to municipal development and rede­

velopment ."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.10.200 is amended by adding a new paragraph to read:
(49) AS 29.35.035 (development and redevelopment proj­

ects) .
* Sec. 2. AS 29.35 is amended by adding a new section to read:

Sec. 29.35.035. DEVELOPMENT AND REDEVELOPMENT PROJECTS. (a) A 
municipality may undertake development and redevelopment projects in 
the municipality and issue bonds to finance the projects, including 
bonds for development or redevelopment purposes in blighted areas. In 
this subsection

(1) "blighted area" means an area that the municipality 
determines to be a blighted area on the basis of the substantial 
presence of factors such as excessive vacant land on which structures 
were previously located, abandoned or vacant buildings, substandard 
structures, vacancies, and delinquencies in payment of real property 
taxes;

(2) "redevelopment purposes" means
(A) the acquisition by the municipality of real prop­

erty located in a blighted area;
(B) the clearing and preparation for redevelopment of 

land acquired under (A) of this paragraph;
(C) the rehabilitation of real property acquired under

-1- CSHB 434( )

D R A FT
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(A) of this paragraph; in this subparagraph, "rehabilitation" 
does not include construction, other than rehabilitation, of 
property or the enlargement of an existing building; and

(D) the relocation of occupants of the real property 
acquired under (A) of this paragraph.
(b) A municipality may by ordinance create a public corporation 

to exercise all or some of the powers authorized under (a) of this 
section. The corporation so established

(1) is an instrumentality of the municipality, but has a 
legal existence independent of and separate from the municipality; and

(2) has continuing succession by its corporate name until 
terminated by ordinance.

(c) A municipality may provide by ordinance that the tax incre­
ment from the taxes levied each year by or on behalf of the municipal­
ity on the property in a development or redevelopment project shall be 
used to repay the principal and interest on bonds, notes, and other 
indebtedness that is incurred for the project. To enable and assist a 
public corporation to repay bonds, notes, and other indebtedness for a 
development or redevelopment project, the municipality may irrevocably 
pledge the tax increment from the project for the payment of debt 
service on the bonds, notes, or other indebtedness issued to finance 
the project. In this subsection "tax increment" means the difference 
between the tax due in the calendar year when the taxes are levied and 
the tax due in the calendar year before the project was authorized.

(d) This section applies to home rule and general law municipal­
ities. The limitations on the exercise of borough powers under 
AS 29.35.200 - 29.35.220 apply to the exercise of powers under this 
section.

C SH B  4 3 4 (  ) - 2 -



C O M M I T T E E :

HOUSE COMMUNITY & REGIONAL AFFAIRS

D A T E : Friday, Ma~ch 11. 1988

Official Buaisaaa S I G N - I N
N A M E  (P LS  P R IN T )  X ° b b lik Ti» I S

Subject of meeting:
HB 434 Tax Increment Financing o f  Development

^-Woyk S dsG i on—- ^ & b t —E io a j ic i i in _ f n r  M u n i c i p a l  
L i a b i l i t y  Exposures (AML) "

__HB-4^9— Tcrx-Exem p t  itm-e-Td-frl-4s-/-Rem&ved--£miLLa n d

P H O N E R E P R E S E N T I N G
D O  Y O U  W A N T  
TO TESTIFY?

^  ̂  V. jVm « c:>o -u*- ̂  - 
" \ ? ^ ___ ti.'v—  C A.«s “ V .ij'z.T, £•31^ ^  --- -

T V. <•
O *  1 o  » ■ »  S x  
d S  ̂

\ 'A ) c s ' t -  J.-V* 
C ^ - v U r

/£///< ?€' r ’# , f r y /e v 4 £ £ '? 7 & "? P O / Z ^

5 c < r { - V  s S 3  « - - ■ - f  - C - i  u < r __ V « - s



STATE OF ALASKA 
1988 LEGISLATIVE SESSION

c  s=>b i l l  V e r s i o n :  Hb 
P u b l i s h  D a te :

REQUESXl //erfrf
FISCAL NOTE

R e v i s i o n  D a t e : _____________________
T i t l e :  M un ic ip a l Development &
Redeve lopment______________________
S p o n s o r : ____________________________
R e q u e s t o r : __________________________

Agency A f f e c t e d : _  
BRU:

Components:

EXPEIJDITURES/REVEHUES: (Thousands o f  D o l l a r s )

OPERATING
PERSONAL SERVICES 1 -  1 -  i -  1 -  1 -  1 _

TRAVEL 1 -  i 11 -  1 -  1 -  1 -

CONTRACTUAL 1 -  1 -  1 -  1 »1 -  I -

SUPPLIES i -  1 11 -  1 -  1 -  1 -

EQUIPMENT 1 -  1 1I -  1 -  1 I1 -

LANDS & STRUCTURES 1 -  1 -  i -  1 -  1 I1 -

GRANTS, CLAIHS 1 -  1 i -  1 -  1 i1 -

MISCELLANEOUS 1 -  1 -  1 -  1 -  1 -  1 -

TOTAL OPERATING 1 -  1 -  1 -  1 -  1 -  1 -

FY 88 1 FY 89 I FY 90 | FY 91 | FY 92 | FY 93

CAPITAL

REVENUE

FUNDING: (Thousands o f  D o l l a r s )
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: A ttach  a s e p a ra t e  page f o r  a n a ly s i s .

P re p a red  By: M i l t  Bark ir K S)
D iv i s i o n :  T re a su ry /

Approved by Comm issioner :
Agency: Department o f  Revenue /  7

D i s t r i b u t i o n  (by p r e p a r e r ) : 
L e g i s l a t i v e  F inance 
L e g i s l a t i v e  Sponso r 
R e q u e s to r
O f f i c e  o f  Management and Budget 
Impacted A gen c y ( ie s )

Phone: 4 6 5 - 2 3 5 0
D a te : F eb ru a ry  2 6 .  1988

D a te : ''

page of 1



R E Q U E S T : _______________________DBDMaMVnoan

STATE OF ALASKA
1988 LEGISLATIVE SESSION

BILL VERSION

PUBUSH D A T E :

f r ^ B  434

FISCAL NOTE
Revision D a te :___________________________
T i t l e : "An act relating to municipal

development S redevelopment"________

Sponsor: Menard, Larson & Zawacki 

Requestor: ________________________________

Agency Affected: Community & Regional A f fairs 

B R U : _____________________________________

Com ponents: __

E X P E N D I T U R E S / R E V E N U E S :  (Thousands o f Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
M1SCEILANEOUS
TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

C A P IT A L

R E V E N U E

□
□

F U N D IN G :  (Thousands o f Dollars)

GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

- u - - 0 - - o - - 0 - - 0 - - o -

P O S I T I O N S :

FULL-TIME
PART-TIME
TEMPORARY

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

A N A L Y S I S  : (Attach a separate page if necessary)

„  Jim Plasman, Deputy Director 465-4750
P re p a rcd b y :-----------------------------— a----------- ---------------------------------------Phone : ___
D iv is io n : M u n i c ip a l  & R e g i o y i  A s s i s t a n c e ____________ D a te:

Approved by Comm issioner:
Agency: Community & Regional Affairs

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impxted Agency(ies) page!-------- o f



'k

5 - 1 0 2 5 X

O r i g i n a l  s p o n s o r s :  M enard , L a r s o n ,
Z aw ack i, a t  a l .

BY THE COMMUNITY AND REGIONAL 
IN THE HOUSE AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 434 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE -  SECOND SESSION

A BILL

F o r  an A ct e n t i t l e d :  "An Act r e l a t i n g  t o  m u n ic ip a l  d ev e lo p m en t and  r e d e ­

v e lo p m e n t ."

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t io n  7 . AS 2 9 .1 0 .2 0 0  i s  amended by a d d in g  a new p a r a g r a p h  t o  r e a d :  

(49) AS 2 9 .3 5 .0 3 5  (d ev e lo p m e n t and  re d e v e lo p m e n t  p r o j ­

e c t s )  .

* S ec . 2 . AS 2 9 .3 5  i s  amended by  a d d in g  a new s e c t i o n  t o  r e a d :

S e c .  2 9 .3 5 .0 3 5 .  DEVELOPMENT AND REDEVELOPMENT PROJECTS. ( a )  A

m u n i c i p a l i t y  may u n d e r t a k e  d eve lopm en t and  re d e v e lo p m e n t  p r o j e c t s  i n
l o l l

t h e  m u n i c i p a l i t y  and  i3 s u e  bonds to  f i n a n c e  th e  p r o j e c t s ,  i n c l u d i n g
■>G ji

bonds f o r  d eve lo pm en t o r  r e d e v e lo p m e n t  p u r p o s e s  i n  b l i g h t e d  a r e a s .  I n
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t h i s  s u b s e c t i o n

(1) " b l i g h t e d  a r e a "  means an  a r e a  t h a t  t h e  m un ic ip  a l i t y  

d e te r m in e s  t o  b e  a b l i g h t e d  a r e a  on he  b a s i s  o f  t h e  s u b s t a n t i a l  

p r e s e n c e  o f  f a c t o r s  su c h  a s  e x c e s s i v e  v a c a n t  l a n d  on w h ich  s t r u c t u r e s  

w ere  p r e v i o u s l y  l o c a t e d ,  abandoned  o r  v a c a n t  b u i l d i n g s ,  s u b s ta n d a r d  

s t r u c t u r e s ,  v a c a n c i e s ,  and  d e l i n q u e n c i e s  i n  paym ent o f  r e a l  p r o p e r t y  

t a x e s  j

(2 ) " r e d e v e lo p m e n t  p u r p o s e s "  means

(A) t h e  a c q u i s i t i o n  by  t h e  m u n i c i p a l i t y  o f  r e a l  p r o p ­

e r t y  l o c a t e d  i n  a  b l i g h t e d  a r e a ;

(B) t h e  c l e a r i n g  and p r e p a r a t i o n  f o r  r e d e v e lo p m e n t  o f  

la n d  a c q u i r e d  u n d e r  (A) o f  t h i s  p a r a g r a p h ;

(C) t h e  r e h a b i l i t a t i o n  o f  r e a l  p r o p e r t y  a c q u i r e d  u n d e r  

- 1 -  CSHB 434(C&RA))
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*HB 434 Tax Increment Financing of Development

DO YOU WANT
P H O N E  R E P R E S E N T I N G  TO TESTIFY?



A L A S K A  S T A T E  L E G I S L A T U R E

^o»/0S
C u r t  M e n a r d

351 W .  S w a n s o n  A v e .  
W a s i l l a ,  A l a s k a  99687 

O r
P . O .  B o x  V  

J u n e a u ,  A l a s k a  99811

373-CURT  
376-5315 W o r k  
376-5855 H o m e  

465-2679 J u n e a u

TIF: CREATIVE FINANCING FOR ALASKAN LOCAL GOVERNMENT

On Friday, February 5, Rep. Curt Menard R-Mat-Su introduced 

HB434, An Act Realting to Municipal Development and Redevelopment. 

HB434 would give local government across Alaska the ability to 

use tax increment financing to redevelop their communities.

Rep. Menard explained "Tax increment financing allows local 

governments to create public corporations that in turn could offer 

bonds to finance redevelopment. The bonds would be repaid by a 

percentage of the incremental increase in property taxes realized by 

the increase in property assessment due to the redevelopment."

"While tax increment financing is no cure-all, it’s time we all 

started looking at creative ways to help our local communities and 

businesses finance projects," Menard declared.

Menard cautioned, "The days are gone when all we had to do 

was ask the state for money; now we have to look to other more 

innovative ways to finance redevelopment. Whether large or small, 

all Alaskan communities with a property tax can benefit from the TIF 

option."
PAGE 1

For Immediate Release 
455-2679

Press Release 
Rep. Curt Menard



C u r t  M e n a r d

351 W .  S w a n s o n  A v e .  
W a s i l l a ,  A l a s k a  99687 

O r
P . O .  B o x  V  

J u n e a u ,  A l a s k a  99811

373-CU RT  
376-5315 W o r k  
376-5855 H o m e  

465-2679 J u n e a u

Menard said, "Tax increment financing is a positive 

alternative that allows Municipalities to maximize benefits under 

federal law. I believe the Legislature should act quickly to 

provide local communities with this alternative."

Menard also noted that TIF was endorsed by the City of 

Palmer, the Mat-Su Joint Chambers of Commerce, and by Ron Garzini, 

Municipal Manager of the City of Anchorage. Rep. Ron Larson, 

D-Palmer, and Jim Zawacki, R-Turnagain Arm, are co-sponsors.

The legislation looks like it is on a fast track. There are 

only two committee assignments: first before the House Community and 

Regional Affairs Committee and then to Finance.

*END*
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R e p r e s e n t a t i v e  C u r t  M e n a r d  
P o u c h  V
Juneau, A l a s k a  99811

Re: L e g i s l a t i o n  R e l a t i n g  to M un icipal R e d e v e l o p m e n t

D e a r  R e p r e s e n t a t i v e  Menard:

I w as c o n s u l t e d  b y  t he Legislative A f f ai rs  A g e n c y  
r e g a r d i n g  the d r a f t i n g  of the legislation r e f er re d to above.
In particular, I was as k ed  for advice regarding the c o o r d i n a­
t i o n  of the terms of this l e g i s l a t i o n  with t a x - e x e m p t  f i n a n c i n g  
r e q u i r e m e n t s  i n c l ud ed  in the Fede ra l Tax R e f o r m  A ct of 1986.

The 1986 federal t a x  legislation imA Jed m a n y  
r e s t r i c t i o n s  on t a x - e x e m p t  red ev el op me n t financing. M o s t  o f  
t h e s e  r es trictions can, and should, be ad dr essed in local 
p l a n n i n g  for a r e d e v e l o p m e n t  p r o j e c t  and in the i m p l e m e n t i n g  
m u n i c i p a l  ordinances. However, Section 144(c)(2), p r o v i d e s  
t h a t  a b o n d  shall n o t  b e  t r e a t e d  as a q ua lified (i.e., 
t a x- ex e m p t )  r ed ev e l o p m e n t  b o n d  u n l e s s  the bond, a mong o t h e r  
things, is issued p u r s u a n t  to "a state law w h i c h  a u t h o r i z e s  the 
i s s u a n c e  of such b o n d s  for r ed e ve l o p m e n t  p u r p o s e s  in b l i g h t e d  
a reas ."  Obviously, state l e g i s l a t i o n  is n e c e s s a r y  to f u l f i l l  
t h i s  requirement. In the b i l l  t h a t  is the subject of this 
letter, this p u r p o s e  is s e r ve d b y  p r oposed S e c ti on  
2 9 . 3 5 . 0 3 5 ( a ) .

Please c o n t a c t  me if I can provide further 
i n f o r m a t i o n  or a s si st an ce  r e g a r d i n g  this legislation.

T E K / m l o

A 1 8 0 6 2 8



Alaska State Legislature
H o u s e
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M E M O R A N D U M

TO: All Members
House of Representatives

FROM: Curt Menard C b f n

Representative

DATE: February 2, 1988

RE: Tax Increment Financing

TIF: CREATIVE FINANCING FOR ALASKAN LOCAL GOVERNMENT

On Friday, February 5, I will introduce legislation that would give 
local government across Alaska the ability to use tax increment 
financing (TIF) to develop or redevelop their communities.

Tax increment financing allows local governments to create public 
corporations that in turn could offer bonds to finance redevelopment. 
The bonds would be repaid by a percentage of the incremental increase 
in property taxes realized by the increase in property assessment due 
to the redevelopment.

The days are gone when all local government had to do was ask the 
state for money; now we have to look to other more innovative ways to 
finance redevelopment. Whether large or small, all Alaskan 
communities with property tax can benefit from the TIF option.

TIF has been endorsed by the City of Palmer, the Mat-Su Joint 
Chambers of Commerce, and by Ron Garzini, Municipal Manager of the 
City of Anchorage.

O ff ic ia l Business P ou ch  V 
S la te  C a p iio l 

J u n e au , A la sk a  99811

I invite you to sponsor this legislation with me. Please call x2679 
if you would like to add your support to this bill. Thank you.
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HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

F o r  an A ct e n t i t l e d :  "An A ct r e l a t i n g  to  m u n ic ip a l  dev e lo p m en t and  r e d e ­

v e lo p m en t ."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t io n  1. AS 2 9 .1 0 .2 0 0  i s  amended by a d d in g  a new p a r a g r a p h  t o  r e a d :

(49 ) AS 2 9 .3 5 .0 3 5  (d ev e lop m en t and r e d e v e lo p m e n t  p r o j ­

e c t s )  .

* S ec . 2. AS 2 9 .3 5  i s  amended by a d d in g  a new s e c t i o n  to  r e a d :

Sec. 2 9 .3 5 .0 3 5 .  DEVELOPMENT AND REDEVELOPMENT PROJECTS. (a )  A 

m u n i c i p a l i t y  may u n d e r t a k e  dev e lo p m en t and re d e v e lo p m e n t  p r o j e c t s  i n  

t h e  m u n i c i p a l i t y  and  i s s u e  bonds f o r  d ev e lo p m e n t o r  re d e v e lo p m e n t  

p u rp o se s  i n  b l i g h t e d  a r e a s .

(b) A m u n i c i p a l i t y  may by  o rd in a n c e  c r e a t e  a p u b l i c  c o r p o r a t i o n

to  e x e r c i s e  a l l  o r  some o f  t h e  powers a u t h o r i z e d  u n d e r  (a )  o f  t h i s

s e c t i o n .  The c o r p o r a t i o n  so  e s t a b l i s h e d

(1 )  i s  an i n s t r u m e n t a l i t y  o f  t h e  m u n i c i p a l i t y ,  b u t  h a s  a 

l e g a l  e x i s t e n c e  in d e p e n d e n t  o f  and s e p a r a t e  f rom  t h e  m u n i c i p a l i t y ;  and

(2) h a s  c o n t in u in g  s u c c e s s io n  by i t s  c o r p o r a t e  name u n t i l  

t e r m in a t e d  b y  o r d in a n c e .

(c) A m u n i c i p a l i t y  may p r o v id e  by o r d in a n c e  t h a t  th e  t a x  i n c r e ­

ment from t h e  t a x e s  l e v i e d  each  y e a r  by o r  on b e h a l f  o f  t h e  m u n i c i p a l ­

i t y  on th e  p r o p e r t y  i n  a dev e lo p m en t o r  r e d e v e lo p m e n t  p r o j e c t  s h a l l  be 

u s e d  to  r e p a y  t h e  p r i n c i p a l  and  i n t e r e s t  on b o n d s ,  n o t e s ,  and  o t h e r  

in d e b te d n e s s  t h a t  i s  i n c u r r e d  f o r  t h e  p r o j e c t .  To e n a b le  and  a s s i s t  a 

p u b l i c  c o r p o r a t i o n  to  r e p a y  b o n d s ,  n o t e s ,  and o t h e r  in d e b te d n e s s  f o r  a

-1-

I N  THE HOUSE BY MENARD AND LARSON



development or r e d e ve lo pm e nt  project, the m u n i c i p a l i t y  m a y  irrev oc ab ly  

pledge the tax increment from the project for the pay m en t of debt 

service on the bonds, notes, or other indebtedness issued to finance 

the project. In this subse ct io n "tax increment" means the p o r t i o n  of 

the tax that is attr ib ut a bl e to the differ en ce  b e t w e e n  the v a l u e  of 

the p r o p er ty  shown on the taxing agency's assessment roll for the year 

w h e n  the taxes are levied and the v a l u e  of the p r o p e r t y  shown on the 

taxing agency's last assessment roll that was eq ua l i z e d  b e f o r e  the 

project was authorized.

(d) This section applies to home rule and general law m u n i c i p a l­

ities .
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IN THE HOUSE BY MENARD

HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For a n  A c t  entitled: "An A ct  r e l a t i n g  to m u n i c i p a l  redevelopment."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Se c t i o n  1. AS 29.35 is amended b y  a dding a n e w  section to read:

Sec. 29.35.035. R ED E V E L O P M E N T  PROJECTS, (a) A  m u n i c i pa li ty  m ay  

u n d e r t a k e  redevelopment p r o j e c t s in the m u n i c i p a l i t y  and issue bonds 

for redevelopment purposes in Cb li gh te d areas/)

(b) A  mu nicipality m a y  b y  o rd in a n c e  create a public corporation 

to exercise all or some of the r ed e v e l o p m e n t  powers authorized un de r 

(a) of this section. The c o r p or at io n so es ta blished

(1) is an instru me nt al it y of  the municipality, b ut  has a 

legal existence independent of and sepa ra te  f r om  the municipality; and

(2) has continuing succes si on  b y  its corporate n ame until 

terminated by ordinance.

(c) A  m un icipality m a y  p r ov id e b y  or di na nc e that the tax i n c r e­

me n t  from the taxes levied e ach y e a r  b y  oi on be ha lf  of the m u n i c i p a l­

ity on the property in a rede ve lo pm en t p r o je ct  shall be used to repay 

the principal and interest on bonds, notes, and other indebtedness 

that is incurred for the rede ve lo pm en t project. To enable and assist 

a p ub li c corporation to repay bonds, notes, and other indebtedness for 

a redevelopment project, the m u n i c i p a l i t y  m a y  irrevocably pledge the 

tax increment from a r ed ev elopment pr o j e c t  for the payment of debt 

service on the bonds, notes, or other i nd ebtedness issued to finance 

the project. In this subsection "tax increment" means the portion of
I

the tax that is attributable to the diffe re nc e betw ee n the value of

c©
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the p r o p e r t y  shown on the taxing agency's assessment roll for the y ear 

wh e n  the taxes are levied and the valu e of the pro pe rt y shown on the 

taxing agency's last assessment r oll that wa s equalized b efore the 

re de velopment project was authorized.

0



/ '(A ) a  program  o f  general app lica tion  to w h ich  th e  
H ig h e r  Ed u ca tio n  A c t  o f  1965 applies if—

• : :;o ; ‘(i) lim ita tions are im posed u n d e r  the  program  on—
v  th e  m ax im u m  a m o u n t o f  loans ou tstand ing

'-vvit to  any  student, and  v .> rv-is
• *.. ' , i ."(II) th e  m ax im u m  ra te  o f  in te re st payable on  

;iny  loan, .
• -" (ii) th e  loans are d ire c t ly  o r in d ire c tly  guaranteed

b y  th e  Federa l G o vern m en t, :.*• .y  ....
. • "(iii) th e  fin a n cin g  o f  loans u n d e r  th e  program  is no t

. .lim ited  by  Fed e ra l law  to  th e  proceeds o f  tax-exem pt 
• ---bonds, and  . - <- o .  • •. . ••

v.J/(iv) specia l a llow ance  paym ents  u n d e r  se ction  438 o f  
th e  H ig h e r  E d u ca t io n  A c t  o f  1965— • .

(I) a re  au thorized  to be paid  w ith  respect to  
’ ...loans m ade u n d er  th e  program , or

"(II) w ould  be authorized  to be m ade w ith  respect 
to  loans u n d er  th e  p rogram  i f  s u ch  loans w ere n o t 

.. . finan ced  w ith  th e  proceeds o f  ta x e x e m p t bonds, o r  
"(B ) a  program  o f  general app lica tion  approved by  th e  

S ta te  to  w h ich  p a rt B  o f  tit le  I V  o f  th e  H ig h e r  E d u ca tio n  
A c t  o f  1965 (re la ting  to guaran teed  s tu d en t loans) does n o t 
apply i f  no  loan u n der s u ch  p rogram  exceeds th e  d ifference 

. . .  between, the  to ta l co st o f  a tten d an ce  and  o th e r  form s o f  
• V s tu d en t assistance (n o t in c lu d in g  loans p u rsu a n t to  section  

428B(aXl) o f su ch  A c t  (re la tin g  to  parent, loans) o r  subpart I  
" ..o f pa rt C  o f  title  V I I  o f  th e  P u b lic  H e a lth  S e rv ice  A c t  

(re la ting  to  s tuden t assistance)) fo r  w h ich  th e  s tu d en t bor­
row er m ay  be eligible. A  bond  issued as pa rt o f  a n  issue sha ll 
be trea ted  as a qualified  s tu d e n t loan bond  o n ly  i f  no  bond 
w h ich  is part o f  su ch  issue m eets  th e  p riva te  business tests 
o f  paragraphs (1) and  (2) o f  se ction  1410)).

"(2) A p p l i c a b l e  p e r c e n t a g e .—F or purposes o f  paragraph (1), 
th e  te rm  ‘applicable percentage* m eans—

"(A ) 90 p ercen t in  th e  case  o f  th e  program  described  in  
paragraph (1XA), and 

“(B ) 95 p ercen t in  th e  case  o f  th e  program  described in  
paragraph (1)(B).

"(3) S t u d e n t  b o r r o w e r s  m u s t  b e  r e s i d e n t s  o f  is s u in g  s t a t e , 
e t c .—A  stu d en t loan sha ll be trea ted  as being  m ade o r  financed  
u n der a  program  described in  paragraph (1) w ith  respect to an 
issue on ly  i f  the  s tu d en t is—

“(A ) a resident o f  th e  S ta te  from  w h ich  th e  vo lum e ca p  
un der section  146 fo r su ch  loan was derived,- or 

"(B ) enro lled  a t an educa tiona l in s titu tion  loca ted  in su ch  
State.

"(4) D is c r im in a t io n  o n  b a s is  o f  s c h o o l  l o c a t i o n  n o t  p e r ­
m i t t e d .—A  program  sha ll n o t be trea ted  as described in  para­
graph (1XA) i f  su ch  program  d iscrim ina tes  on th e  basis o f  th e  
loca tion  (in  th e  U n ite d  S ta tes ) o f  th e  educa tiona l in s titu tion  in 
w h ich  the s tu d en t is enrolled.

(c ) Q u a l i f i e d  R e d e v e l o p m e n t  B o n d .—F or purposes o f th is

“(1) I n  g e n e r a l .—T he te rm  'qualified redevelopm ent bond ’ 
m eans any bond issued as pa rt o f  an  issue 95 p e rcen t or m ore o f  
th e  n e t proceeds o f w h ich  are to be used fo r 1 or m ore redevelop­
m e n t purposes in any  designated b lighted  area.

E x h i b i t  C
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•• " (2 )  A d d i t i o n a l  r e q u i r e m e n t s . — A  bond  sha ll n o t be trea ted  
: as a  qualified redevelopm ent bond un less— ; - - i'v -so

• .-^."(A) the  issue described in  paragraph (1) is  issued pursu-
r a n t  tO— C i X ' s S . * - * v - / OZ&ti-J-t,..• ?,• •

■'iiS.’Z; . "(i) a  S ta te  law  w h ich  authorizes th e  issuan ce  o f  su ch  
•i -v.'-i - bonds fo r redeve lopm ent purposes in  b ligh ted  areas, - 

*vi. and c-p-i- nu-'st
■ -  "(ii) a redeve lopm ent p lan  w h ich  is adopted before 

. <r-i su ch  issuance by  th e  govern ing  body described  in  para­
graph  (4XA ) w ith  resp ect to  th e  designated b lighted  
area, . ' S » v  .* - . »•

• "(BXi) th e  paym ent o f  th e  p rin cipa l and  in te re st on  su ch  
issue is p rim arily  secured  b y  taxes o f  general app licab ility  
im posed by a general purpose governm enta l un it, o r

‘ (ii? any in crease in  real p rop erty  tax  revenues (a ttrib- 
. u tah le to in creases in  assessed va lue ) by reason o f  th e  
■ ca rry in g  ou t o f  s u ch  purposes in  su ch  area, is reserved 

ex clus ive ly  fo r deb t se rv ice  on  su ch  issue (and sim ila r 
issues) to the  ex ten t s u ch  in crease does n o t exceed s u ch  debt 

. service, ■ > ■ • •- -
" (C ) ea ch  in te re st in  real p rop erty  located  in  su ch  area— 

"(i) w h ich  is a cqu ired  by a  governm enta l u n it  w ith
• - -• th e  proceeds o f  th e  issue, and  •

"(ii) w h ich  is transferred  to  a  person o th er  th a n  a 
governm enta l un it, 

is transferred  fo r fa ir m a rk e t value,
" (D ) the  finan ced  area w ith  respect to  s u ch  issue m eets 

th e  no additional charge requ irem ents  o f  paragraph (5), and 
" (E ) th e  use o f  th e  proceeds o f  th e  issue m eets th e  

requ irem ents o f  paragraph (6).
"(3) R e d e v e l o p m e n t  p u r p o s e s .— F o r  purposes o f  paragraph

(1)—
" (A ) In  g e n e r a l .—T h e  te rm  ‘redevelopm ent purposes’ 

m eans, w ith  respect to a n y  designated b lighted  area—
"(i) the  a cqu isition  (by a  governm enta l u n it  hav ing  

th e  power to exercise em in en t dom ain) o f  real p roperty  
', located in  su ch  area,

"(ii) th e  clea ring  and  preparation for redevelopm ent 
o f  land in  su ch  area w h ich  was a cqu ired  by  su ch  
governm enta l un it,

“(iii) the  rehab ilita tion  o f  real p roperty  loca ted  in  
su ch  area w h ich  w as acquired  by  su ch  governm enta l 
unit, and

"(iv) th e  re loca tion  o f  o ccupan ts  o f  su ch  real prop­
erty.

" (B )  N e w  c o n s t r u c t i o n  n o t  p e r m i t t e d — T h e  t e rm  ‘ r e ­
d e v e lo p m e n t  p u rp o s e s ' d o e s  n o t  in c lu d e  th e  c o n s t ru c t io n  
(o t h e r  t h a n  th e  r e h a b i l i t a t io n )  o f  a n y  p r o p e r t y  o r  th e  
e n la rg e m e n t  o f  a n  e x is t in g  b u i ld in g .

“ (4) D e s i g n a t e d  b l i g h t e d  a r e a . — F o r  p u rp o s e s  o f  t h is  su b se c ­
t io n —

. " (A )  I n  g e n e r a l . — T h e  t e rm  ‘d e s ig n a te d  b lig h te d  a r e a ’ 
m e a n s  a n y  b lig h te d  a r e a  d e s ig n a te d  b y  th e  g o v e rn in g  b o d y  
o f  a  lo c a l g e n e ra l p u rp o s e  g o v e rn m e n t a l u n i t  in  th e  ju r i s d ic ­
t io n  o f  w h ic h  su c h  a r e a  is  lo c a te d .

" (B )  B l i g h t e d  a r e a . — T h e  t e rm  ‘b lig h te d  a r e a ’ m e a n s  
a n y  a r e a  w h ic h  th e  g o v e rn in g  b o d y  d e sc r ib ed  in  s u b p a ra -

H.R. 3838-543
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.. g raph  (A )  determ ines to  be a b lighted  area on th e  basis o f  
th e  substan tia l p resence  o f  fa ctors su ch  as excessive va ca n t 

; •■-land on w h ich  s tru ctu re s  w ere p reviously  located, aban­
doned o r  va can t build ings, substandard  s tru ctu res , vacan- 
.ties, and  de linquencies  in  p aym en t o f  real p rop erty  taxes.

• r'-:" (C ) D e s ig n a te d  a re a s  m ay n o t  ex ce ed  20 p e r c e n t  o f
TOTAL ASSESSED VALUE OF REAL PROPERTY IN GOV E R N M E N T’S 
JURISDICTION.—  - - ••i'-iji-'-. •••-' •' - .•=*"; '

"(i) I n  g e n e r a l .—A n  area  m ay  be designated by  a 
. J!' governm enta l u n it  as a b lighted  area  on ly  i f  th e  des­

igna tion  percen tage  w ith  respect to  s u ch  area, w hen  
-.-.ruadded to  th e  designation percentages o f  a ll o ther des- 

• v . ■ ignated blight© ! areas w ith in  th e  ju r isd ictio n  o f  su ch  
govern m en ta l un it, does n o t exceed 20 percen t.

■* .-.•• • "(ii) D e s ig n a t i o n  p e r c e n t a g e .—F or purposes o f  th is  
.j-.j subparagraph, th e  te rm  'designation percen tage’ 

m eans, w ith  resp e ct to  any  area, th e  percen tage (deter- 
m ined  a t th e  tim e  s u ch  area is designated) w h ich  th e  

... assessed va lu e  o f  rea l p roperty  loca ted  in  s u ch  area is 
o f  th e  to ta l assessed va lue  o f  a ll rea l p rop erty  loca ted  

-w ith in  th e  ju r isd ic t io n  o f  th e  governm enta l u n it  w h ich  
-.ic.: designated s u ch  area. • r  =.-• -  •

"(iii) E x c e p t i o n  w h e r e  b o n d s  n o t  o u t s t a n d i n g .— 
.. . T h e  designation  percen tage o f  a  prev iously  designated 

b ligh ted  area sh a ll no t be taken in to  a cco u n t u n d e r  
clause  (i) i f  n o  qua lified  redevelopm ent bond  (o r s im ila r 

. bond) is o r  w ill be ou tstand ing  w ith  resp e ct to  su ch  
area. • ■ . ,

" (D ) M in im u m  d e s ig n a t e d  a r e a .— . -
' "(i) In  g e n e r a l .—E xcep t as provided  in  clause  (ii), an 

area sha ll n o t be trea ted  as a  designated b ligh ted  area 
fo r purposes o f  th is  Bubsection un less s u ch  area is 
con tiguous and  co m p a ct and  its area  equals o r  exceeds 
100 acres. . .

"(ii) 10-ACRE MINIMUM IN CERTAIN CASES.—C la u se  (i) 
sha ll be applied by substitu ting  ‘10 a cres ’ fo r  ‘100 a cres’ 

- i f  n o t m ore th an  25 p ercen t o f  th e  finan ced  area is to be 
provided (p u rsu a n t to  th e  issue and a ll o th e r  su ch  
issues) to  1 person. F o r  purposes o f  th e  p reced ing  sen­
tence , all related  persons (as defined in  subsection  
(aX3)) sha ll be trea ted  as 1 person. F o r  purposes o f  th is  
clause, an  area provided to a  developer on a short-term  
in te rim  basis sha ll no t be treated  as provided to su ch  
developer.

"(5) N o  a d d it io n a l  CHARGE r e q u ir e m e n t s .—T h e  financed  
area w ith  respect to  any  issue m eets the  requ irem en ts  o f  th is 
paragraph if, w h ile  any  bond w h ich  is p a rt o f s u ch  issue is 
ou tstand ing—

"(A ) no ow ner or user o f  property  located  in  th e  financed  
area  is sub je ct to  a ch arge  or fee w h ich  s im ila rly  situated  
ow ners o r  users o f  com parable property  located  outside 
su ch  area are n o t sub ject, and 

"(B) th e  assessm ent m ethod  or rate o f real p rop erty  taxes 
w ith  respect to  p roperty  located in  th e  financed  area does 
n o t d iffer from  th e  assessm ent m ethod  or rate o f real 
p rop erty  taxes w ith  respect to com parable p roperty  located 
outside su ch  area.

• . • H .R . 3838— 544
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iv; F o r  purposes o f  th e  p receding  sentence, th e  te rm  ‘com parable  
: ’ ’ d property ' m eans p rop erty  w h ich  is o f  th e  sam e type  as th e  

a : p roperty  to  w h ich  i t  is being  com pared  and  w h ich  is located  
: L’.'rdw ith in  th e  ju r isd ic t io n  o f  th e  designa ting  g overn m en ta l u n i t  
- : 7  "(6) U s e  o f  p r o  c a m s  r e q u i r e m e n t s —T h e  use o f  th e  proceeds 

o f  a n  issue m eets th e  req u irem en ts  o f  th is  pa ragraph  if— 
a r . . 7 ' (A)  n o t m ore th an  25 p e rce n t o f  th e  n e t proceeds o f  su ch  
"". issue a re  to  be used to  provide  (in clu d in g  th e  provision  o f  
\ ->land for) fa cilities  described  in  subsection  (a)(8) o r  se ction  

147(e), and  •- •• • • —• • *"•
"(B) n o  portion  o f  th e  proceeds o f  su ch  issue is to  be used 

. to  provide (in clu d in g  th e  provision  o f  land  fo r) a n y  priva te  
o r  co m m ercia l g o lf course, co u n try  club , m assage parlor, 
h o t tu b  fa cility , su n ta n  fa cility , ra ce tra ck  o r  o th e r  fa c ility  
used fo r  gam bling, o r a n y  store  th e  p r in cip a l business o f  
w h ich  is th e  sale o f  a lcoh o lic beverages fo r co n su m p tion  o ff 
prem ises. •» '

• •>• '" (7 ) F in a n c e d  a r e a .—F or purposes o f  th is  subsection , th e  
te rm  ‘financed  area ’ m eans, w ith  respect to a n y  issue, th e  
portion  o f  th e  designated b ligh ted  area w ith  resp e ct to  w h ich  

- t he proceeds o f  s u ch  issue a re  to be used.
"(8) R e s t r ic t io n  o n  a c q u is i t io n  o f  l a n d  n o t  t o  a p p l y .— 

*• Se ctio n  147(c) (o th e r  th a n  paragraphs (1XB) and  (2) th ereo f) sha ll 
no t apply to  a n y  qua lified  red eve lopm en t bond.

"SEC . 145. Q U A L IF IED  501(c )(3 ) BOND.
"(a) In  G e n e r a l .—F or purposes o f  th is  part, ex cep t as o therw ise  

provided in  th is  section , the  te rm  ‘qua lified  501(cX3) bond ’ m eans 
any  priva te  a c tiv ity  bond issued as p a rt o f  an  issue if—

"(1) a ll p rop erty  w h ich  is to  be provided b y  th e  n e t proceeds o f  
the  issue is to  be ow ned b y  a  501(c)(3) organiza tion  o r  a govern ­
m enta l un it, and 

"(2) su ch  bond  w ou ld  n o t be a  p riva te  a c tiv ity  bond  if— 
" (A ) 501(cX3) organizations w ere  trea ted  as govern m en ta l 

u n its  w ith  respect to th e ir  a ctiv ities  w h ich  do n o t co n s titu te  
un re la ted  trades or businesses, de term ined  b y  applying  
section  513(a), and 

"(B ) paragraphs (1) and (2) o f  section  141(b) w ere  applied 
b y  sub stitu ting  ‘5 p e rcen t’ fo r  ‘10 p e rcen t’ ea ch  p la ce  i t  
appears and  by  sub stitu ting  ‘n e t proceeds’ fo r ‘proceeds’ 
ea ch  place i t  appears.

“(b) $150,000,000 L im it a t io n  o n  B o n d s  O t h e r  T h a n  H o s p i t a l  
B o n d s .—

"(1) In  g e n e r a l .—A  bond (o ther th an  a qua lified  hospital 
bond) sha ll n o t be trea ted  as a qua lified  501(cX3) bond i f  th e  
aggregate authorized  face a m o u n t o f  th e  issue (o f w h ich  su ch  
bond is a part) a lloca ted  to a n y  501(c)(3) organiza tion w h ich  is a 
test-period bene ficia ry  (w hen  in creased  by th e  ou tstan d ing  tax- 
exem pt nonhosp ita l bonds o f  s u ch  organiza tion ) exceeds 
$150,000,000.

"(2) O u t s t a n d i n g  t a x -e x e m p t  n o n h o s p i t a l  b o n d s .—
" (A ) In  g e n e r a l .—F or purposes o f  app lying  paragraph (1) 

w ith  respect to  a n y  issue, th e  ou tstand ing  tax-exem pt 
nonhosp ita l bonds o f  any  organization w h ich  is a  test-period 
bene ficia ry  w ith  respect to s u ch  issue is th e  aggregate 
a m o u n t o f  tax-exem pt bonds referred  to in  subparagraph 
( B ) -

'.•ii*; .*



A RESOLUTION IN SUPPORT OF THE CREATION OF DEVELOPMENT AUTHORITIES IN LOCAL 

MUNICIPALITIES.

WHEREAS, the Alaska Municipal League's Policy Statement for Economic Development 

urges the adoption of legislation which will afford local municipalities broader 

economic development incentives, and

WHEREAS, legislation has been introduced which will create Development 
Authorities as well as afford new financing approaches to economic development, 

namely tax increment financing, and

WHEREAS, the creation of Development Authorities will allow local municipalities 

to fund needed capital improvements through tax increment financing, and

WHEREAS, tax increment financing capital improvements costs are borne only 

by the impacted area, and

WHEREAS, Development Authorities would have the power to perform the economic 

development activities within the local municipalities, and

. WHEREAS, the need for creative financing and economic development is needed 

in the time of austere budgets.

NOW, THEREFORE, BE IT RESOLVED the City of Palmer supports legislation 

which will create economic Development Authorities provided the ability to 

utilize tax increment financing is afforded.

1987.
Passed and approved by the Palmer City Council, t h i s ^ ' ^ ay of

DAVID L. SOULAK, CITY CLERK



C I T Y  O F  P A L M E K

231 W. EVERGREEN AVE. 
PALMER. ALASKA 99645 Phone 19071 745-3271

A HO ME RULE CITY

March 19, 1987

The Honorable Curtis Menard 
Representative
State of Alaska
P.O. Box V
Juneau, Alaska 99811

RE: Tax Increment Financing - Downtown Development Authority

Dear Representative Menard,

Over the past couple of years, the City of Palmer as well as other communities 

in the State of Alaska has been interested in the adoption of legislation which 
would allow the use of Tax Increment Financing.

I have enclosed a copy of Economic Development in Michigan's Downtown: DDA's-TIF's
for your perusal. After you have had a chance to read this information, I would 
very much like to discuss the drafting of legislation similar to what Michigan 
has done which would allow the formation of these two important economic development 
tools.

With the current economic state of the State as a whole, I am sure you will agree
that the local municipalities should have more economic development tools available
to them such as the Downtown Development Authorities and Tax Increment Financing 
Authorities.

Another publication from the Michigan Municipal Management Association is the 
Community Guide to Economic and Industrial Development which shows what can be 
done to help stimulate an economy which was devastated by the recent Recession 
in the 1970's.

Should you have any questions, please contact me.

Yours truly,

David L. Soulak 
City Manager 
City of Palmer

DLS/cac

Enel.

cc: Mayor Carte'
Scott Burgess, AML

A GROWING FRONTIER IN THE HEART OF THE MATANUSKA VALLEY
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FOREWORD

T h e  f o l l o w i n g  r e p o r t  i s  a  p r o d u c t  o f  a  g r a d u a t e  r e s e a r c h  
a s s i s t a n t s h i p  e s t a b l i s h e d  b y  t h e  M i c h i g a n  C i t y  M a n a g e m e n t  A s s o c i a t i o n  a n d  
t h e  I n s t i t u t e  o f  P u b l i c  P o l i c y  S t u d i e s ,  U n i v e r s i t y  o f  M i c h i g a n .  T h e  B o a r d  
o f  D i r e c t o r s  o f  t h e  M i c h i g a n  C i t y  M a n a g e m e n t  A s s o c i a t i o n  s e l e c t e d  t h i s  
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INTRODUCTION

R e c e n t l y  t h e  f e d e r a l  g o v e r n m e n t  h a s  c u t  f u n d s  f o r  p r o g r a m s  w h i c h  
h e l p  s u b s i d i z e  t h e  c o s t s  o f  p u b l i c  i m p r o v e m e n t  p r o j e c t s  u n d e r t a k e n  b y  l o c a l  
g o v e r n m e n t s .  T h e  S t a t e  o f  M i c h i g a n ,  f a c e d  w i t h  i t s  b u d g e t  c r i s i s ,  c o u l d  
n o t  s u p p l y  t h e  f u n d s  f o r m e r l y  p r o v i d e d  b y  t h e  f e d e r a l  g o v e r n m e n t .  D u r i n g  
t h e  1980s  a n d  b e y o n d ,  m u n i c i p a l i t i e s *  w i l l  h a v e  t o  m a r s h a l l  t h e i r  r e s o u r c e s  
a n d  t h o s e  o f  t h e  p r i v a t e  s e c t o r  t o  f i n a n c e  c o m m u n i t y  d e v e l o p m e n t  p r o g r a m s .  
L o c a l i z a t i o n  a n d  p r i v i t i z a t i o n  a r e  t h e  t w i n  t h e m e s  o f  e c o n o m i c  r e c o v e r y  f o r  
M i c h i g a n  m u n i c i p a l i t i e s .

F o r t u n a t e l y ,  t h e  M i c h i g a n  s t a t e  l e g i s l a t u r e  h a s  p r o v i d e d  m u n i c i p a l ­
i t i e s  w i t h  a  n e w  w a y  t o  f i n a n c e  e c o n o m i c  d e v e l o p m e n t .  O n  A u g u s t  13 ,  1975 ,  
G o v e r n o r  M i l l i k e n  s i g n e d  P u b l i c  A c t  N o .  197 w h i c h  a l l o w s  m u n i c i p a l i t i e s  t o  
c r e a t e  D o w n t o w n  D e v e l o p m e n t  A u t h o r i t i e s  ( D D A s  o r  A u t h o r i t i e s ) .  T h e  g o v e r n i n g  
b o d y  o f  a  m u n i c i p a l i t y * *  a u t h o r i z e s  t h e  c r e a t i o n  o f  a  DDA w h i c h  i s  a  g r o u p  
o f  m u n i c i p a l  o f f i c i a l s ,  b u s i n e s s  p e r s o n s  a n d  r e s i d e n t s  w h o  d e v e l o p  a n d  i m p l e ­
m e n t  p l a n s  t o  c o r r e c t  a n d  p r e v e n t  p r o p e r t y  v a l u e  d e t e r i o r a t i o n  i n  b u s i n e s s  
d i s t r i c t s .  T h e  DDAs  c a n  u s e  a  r e l a t i v e l y  n e w  m e c h a n i s m  k n o w n  a s  t a x  i n c r e m e n t  
f i n a n c i n g  t o  f u n d  t h e  p u b l i c  s h a r e  o f  c o m m u n i t y  d e v e l o p m e n t  p r o j e c t s .

S i n c e  t h e  DDAs  c a n  o p e r a t e  o n l y  i n  b u s i n e s s  d i s t r i c t s ,  G o v e r n o r  
M i l l i k e n  a p p r o v e d  P u b l i c  A c t  N o .  **50 o n  J a n u a r y  15 ,  1981 w h i c h  a u t h o r i z e d  t h e  
c r e a t i o n  o f  T a x  I n c r e m e n t  F i n a n c e  A u t h o r i t i e s  ( T I F A s  o r  A u t h o r i t i e s ) .  T h e  
T I F A s  h a v e  b a s i c a l l y  t h e  s a m e  p o w e r s  a s  D D A s ,  b u t  T I F A s  c a n  o p e r a t e  i n  a n y  
a r e a  o f  a  c i t y * * *  w h i c h  s u f f e r s  f r o m  d e c l i n i n g  p r o p e r t y  v a l u e s .

A s  o f  M a r c h  1983 ,  t h e r e  w e r e  8** DDA s  a n d  27 T I F A s  i n  M i c h i g a n .
A s u r v e y  c o n d u c t e d  b y  t h e  M i c h i g a n  C h a p t e r  o f  t h e  I n t e r n a t i o n a l  C i t y  M a n a g e m e n t  
A s s o c i a t i o n  b e t w e e n  M a r c h  a n d  M a y ,  1983 ( h e r e i n a f t e r  k n o w n  a s  t h e  " M i c h i g a n  
I C M A  S u r v e y " )  g a t h e r e d  i n f o r m a t i o n  o n  t h e  p r o c e s s  o f  c r e a t i n g ,  f i n a n c i n g  a n d  
i m p l e m e n t i n g  t h e  d e v e l o p m e n t  p r o g r a m s  o f  DDA s  a n d  T I F A s .  T h i s  r e p o r t  p r e s e n t s  
t h e  f i n d i n g s  o f  t h e  M i c h i g a n  I C M A  S u r v e y .

*  M u n i c i p a l i t i e s  r e f e r s  t o  c i t i e s ,  v i l l a g e s  a n d  t o w n s h i p s
* *  G o v e r n i n g  b o d y  o f  a  m u n i c i p a l i t y  r e f e r s  t o  t h e  e l e c t e d  b o d y  o f  a  m u n i ­

c i p a l i t y  h a v i n g  l e g i s l a t i v e  p o w e r s .
* * *  V i l l a g e s  a n d  t o w n s h i p s  a r e  n o t  a u t h o r i z e d  t o  c r e a t e  T I F A s .
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SURVEY RESPONSE

T h e  M i  c h  i g a n  1 CMA s u r v e y  w a s  s e n t t o  31) DDAs a n d  27 T I F A s i n  M a r c h  1983- By m i d - M a y ,
63 (75%)  o f  t h e  D D A s  a n d  20 (7*)%) o f  t h e  T I F A s  h a d  r e s p o n d e d  t o  t h e s u r v e y .  T a b l e 1 p r e s e n t s  a
p r o f i l e  o f  t h e  s u r v e y  g r o ' i o b y  p o p u l a t i o n  o f  m u n i c i p a l i t y  w h i c h  a u t h o r i z e d  t h e  DDA o r  T I F A .

T a b l e  1 s h o w s  t h a t 79% o f  t h e  DDAs a r e  l o c a t e d  i n  c o m m u n i t i e s  o f  p o p u l a t i o n  l e s s  t h a n
2 5 , 0 0 0 .  T h i s  d o e s  n o t  m e a n t h a t  DDA s  a r e  b e t t e r  s u i t e d  t o  s m a l l e r  c o m m u n i t i e s  o r t h a t  s m a 1 l e r
c o m m u n i t i e s  a r e  l e s s  a b l e  t o r e c e i v e  s t a t e  o r  f e d e r a l e c o n o m i c  d e v e l o p m e n t  f u n d s . T h e  c o n c e n t r a
o f  DDAs  i n  s m a l l  c o m m u n i t i e s i s m o r e  1 i k e 1y d u e  t o  t h e f a c t  t h a t  o v e r  90% o f  M i c h i g a n  m u n i c i p a l i
h a v e  p o p u l a t i o n s  l e s s  t h a n  2 5 , 0 0 0 .  T h e r e f o r e ,  i t  i s  s u r p r i s i n g  t h a t T I F A s  a r e  e q u a l l y  r e p r e s e n t !
i n  p o p u l a t i o n  g r o u p s  l a r g e r a n d  s m a 11e r  t h a n 2 5 , 0 0 0 . T h i s  m a y  b e  b e c a u s e  T I F A s  h a v e  p r i m a r i l y
b e e n  e s t a b l i s h e d  t o  d e v e l o p i n d u s t r i a  1 s i  t e s a n d  p a r k s  w h i c h  t e n d  t o b e  l o c a t e d  i n l a r g e r  c o m m u n

T A B L E  1: 1R E P O R T I N G SUMMARY

DDAs
N o .  o f % o f N o .  o f % o f  P o p u ­ % o f

DDAs T o t a  1 DDAs l a t i o n  G r o u p T o t a  1
P o p u l a t i o n  o f  M u n i c i p a l i t i e s S u r v e y e d S u r v e y e d R e s p o n d  i n g R e s p o n d i n g R e s p o n d e n t s
L e s s  t h a n  A , 000 21) 29% 17 71% 27%
M O O  t o  9 , 9 9 9 21) 29% 19 79% 30%
1 0 , 00 0  t o  2 ^ , 9 9 9 18 21% 15 83% 2l)%
2 5 , 0 0 0  t o  A 9 , 9 9 9 6 7% 3 50% 5%
5 0 , 0 0 0  t o  9 9 , 9 9 9 7 8% 5 71% 8%
10 0 , 0 00  t o  21*9,999 l) 5% i) 100% 6%
O v e r  2 50 , 00 0 1 1% 0 0 0

T O T A L 81) 100% 63 75% 100%

T I F A s
N o .  o f % o f N o .  o f % o f  P o p u ­ % o f

T I F A s T o t a  1 T I F A s l a t i o n  G r o u p T o t a  1
P o p u l a t i o n  o f  M u n i c i p a l i t i e s S u r v e y e d S u r v e y e d R e s p o n d  i n g R e s p o n d  i n g R e s p o n d e n t s
L e s s  t h a n  A , 000 5 19% 1) 80% 20%
l ) , 0 00  t o  9 , 9 9 9 5 19% 1) 80% 20%
10 , 000  t o  21) ,999 5 19% 3 60% 15%
2 5 , 0 0 0  t o  1)9,999 i) 15% 3 75% 15%
5 0 , 0 0 0  t o  9 9 , 9 9 9 5 19% 1) 80% 20%
100 , 000  t o  21)9,999 2 7% 2 100% 10%
O v e r  2 5 0 , 00 0 1 1)% 0 0 0

T OT A L 27 102%* 20 l U l 100%
' " R o u n d i n g  e r r o r
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INTRODUCTION

R e c e n t l y  t h e  f e d e r a l  g o v e r n m e n t  h a s  c u t  f u n d s  f o r  p r o g r a m s  w h i c h  
h e l p  s u b s i d i z e  t h e  c o s t s  o f  p u b l i c  i m p r o v e m e n t  p r o j e c t s  u n d e r t a k e n  b y  l o c a l  
g o v e r n m e n t s .  T h e  S t a t e  o f  M i c h i g a n ,  f a c e d  w i t h  i t s  b u d g e t  c r i s i s ,  c o u l d  
n o t  s u p p l y  t h e  f u n d s  f o r m e r l y  p r o v i d e d  b y  t h e  f e d e r a l  g o v e r n m e n t .  D u r i n g  
t h e  1980s  a n d  b e y o n d ,  m u n i c i p a l i t i e s *  w i l l  h a v e  t o  m a r s h a l l  t h e i r  r e s o u r c e s  
a n d  t h o s e  o f  t h e  p r i v a t e  s e c t o r  t o  f i n a n c e  c o m m u n i t y  d e v e l o p m e n t  p r o g r a m s .  
L o c a l i z a t i o n  a n d  p r i v i t i z a t i o n  a r e  t h e  t w i n  t h e m e s  o f  e c o n o m i c  r e c o v e r y  f o r  
M i c h i g a n  m u n i c i p a l i t i e s .

F o r t u n a t e l y ,  t h e  M i c h i g a n  s t a t e  l e g i s l a t u r e  h a s  p r o v i d e d  m u n i c i p a l ­
i t i e s  w i t h  a  n e w  w a y  t o  f i n a n c e  e c o n o m i c  d e v e l o p m e n t .  O n  A u g u s t  13 ,  1975 ,  
G o v e r n o r  M i l l i k e n  s i g n e d  P u b l i c  A c t  N o .  197 w h i c h  a l l o w s  m u n i c i p a l i t i e s  t o  
c r e a t e  D o w n t o w n  D e v e l o p m e n t  A u t h o r i t i e s  ( D D A s  o r  A u t h o r i t i e s ) .  T h e  g o v e r n i n g  
b o d y  o f  a  m u n i c i p a l i t y * *  a u t h o r i z e s  t h e  c r e a t i o n  o f  a  DDA w h i c h  i s  a  g r o u p  
o f  m u n i c i p a l  o f f i c i a l s ,  b u s i n e s s  p e r s o n s  a n d  r e s i d e n t s  w h o  d e v e l o p  a n d  i m p l e ­
m e n t  p l a n s  t o  c o r r e c t  a n d  p r e v e n t  p r o p e r t y  v a l u e  d e t e r i o r a t i o n  i n  b u s i n e s s  
d i s t r i c t s .  T h e  DDAs  c a n  u s e  a  r e l a t i v e l y  n e w  m e c h a n i s m  k n o w n  a s  t a x  i n c r e m e n t  
f i n a n c i n g  t o  f u n d  t h e  p u b l i c  s h a r e  o f  c o m m u n i t y  d e v e l o p m e n t  p r o j e c t s .

S i n c e  t h e  DDAs  c a n  o p e r a t e  o n l y  i n  b u s i n e s s  d i s t r i c t s ,  G o v e r n o r  
M i l l i k e n  a p p r o v e d  P u b l i c  A c t  N o .  A50 o n  J a n u a r y  15 ,  1981 w h i c h  a u t h o r i z e d  t h e  
c r e a t i o n  o f  T a x  I n c r e m e n t  F i n a n c e  A u t h o r i t i e s  ( T I F A s  o r  A u t h o r i t i e s ) .  T h e  
T I F A s  h a v e  b a s i c a l l y  t h e  s a m e  p o w e r s  a s  D D A s ,  b u t  T I F A s  c a n  o p e r a t e  i n  a n y  
a r e a  o f  a  c i t y * * *  w h i c h  s u f f e r s  f r o m  d e c l i n i n g  p r o p e r t y  v a l u e s .

A s  o f  M a r c h  1983 ,  t h e r e  w e r e  S k  D DA s  a n d  27 T I F A s  i n  M i c h i g a n .
A s u r v e y  c o n d u c t e d  b y  t h e  M i c h i g a n  C h a p t e r  o f  t h e  I n t e r n a t i o n a l  C i t y  M a n a g e m e n t  
A s s o c i a t i o n  b e t w e e n  M a r c h  a n d  M a y ,  1983 ( h e r e i n a f t e r  k n o w n  a s  t h e  “ M i c h i g a n  
I C M A  S u r v e y " )  g a t h e r e d  i n f o r m a t i o n  o n  t h e  p r o c e s s  o f  c r e a t i n g ,  f i n a n c i n g  a n d  
i m p l e m e n t i n g  t h e  d e v e l o p m e n t  p r o g r a m s  o f  D D A s  a n d  T I F A s .  T h i s  r e p o r t  p r e s e n t s  
t h e  f i n d i n g s  o f  t h e  M i c h i g a n  I C M A  S u r v e y .

*  M u n i c i p a l i t i e s  r e f e r s  t o  c i t i e s ,  v i l l a g e s  a n d  t o w n s h i p s
* *  G o v e r n i n g  b o d y  o f  a  m u n i c i p a l i t y  r e f e r s  t o  t h e  e l e c t e d  b o d y  o f  a  m u n i ­

c i p a l i t y  h a v i n g  l e g i s l a t i v e  p o w e r s .
* * *  V i l l a g e s  a n d  t o w n s h i p s  a r e  n o t  a u t h o r i z e d  t o  c r e a t e  T I F A s .



T h e  p u r p o s e  o f  t h i s  r e p o r t  i s  t o  p r o v i d e  a  b r o a d  o v e r v i e w  o f  t h e  
p r o c e s s  o f  e s t a b l i s h i n g  a n d  o p e r a t i n g  a  DDA o r  a  U F A .  T h e  r e p o r t  w i l l  b e  o f  
v a l u e  t o  m u n i c i p a l  o f f i c i a l s  a n d  c i t i z e n s  w h o  w a n t  t o  k n o w  m o r e  a b o u t  a  DDA 
o r  a  T I F A  b e f o r e  t h e y  e s t a b l i s h  a n  A u t h o r i t y  i n  t h e i r  c o m m u n i t y  a s  w e l l  a s  t o  
e s t a b l i s h e d  DDAs  a n d  T I F A s  w h o  w a n t  t o  k n o w  m o r e  a b o u t  t h e  a c t i v i t i e s  o f  o t h e r  
A u t h o r i t i e s  s o  a s  t o  i m p r o v e  t h e i r  o p e r a t i o n s .  T h i s  r e p o r t  i s  " t h e  t i p  o f  
t h e  i c e b e r g " ;  m u n i c i p a l  o f f i c i a l s  a n d  o t h e r s  w h o  w a n t  t o  l e a r n  m o r e  a b o u t  
s p e c i f i c  a s p e c t s  o f  t h e  o p e r a t i o n  o f  a n  A u t h o r i t y  a r e  e n c o u r a g e d  t o  c o n t a c t  
e s t a b l i s h e d  A u t h o r i t i e s  f o r  d e t a i l s .  A p p e n d i x  C t o  t h i s  r e p o r t  l i s t  a l l  D DA s  
a n d  T I F A s  i n  M i c h i g a n  a s  o f  N o v e m b e r  15 ,  1983- A p p e n d i x  D l i s t s  t h e  f i n a n c i a l  
a n d  d e v e l o p m e n t  a c t i v i t i e s  u n d e r t a k e n  b y  t h e  A u t h o r i t i e s  r e s p o n d i n g  t o  t h e  
M i c h i g a n  I C M A  s u r v e y  t o  m a k e  i t  e a s i e r  f o r  m u n i c i p a l i t i e s  a n d  A u t h o r i t i e s  t o  
c o n t a c t  e a c h  o t h e r  t o  l e a r n  m o r e  a b o u t  s p e c i f i c  f i n a n c i a l  a n d  o p e r a t i o n a l  
m a t t e r s .
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SURVEY RESPONSE

T h e  M i c h i g a n  I C M A  s u r v e y  w a s  s e n t  t o  8*4 DDA s  a n d  27 T I F A s  i n  M a r c h  1983 . B y  m i d - M a y ,
63 (75%)  o f  t h e  D D A s  a n d  20 (7*4%) o f  t h e  T I F A s  h a d  r e s p o n d e d  t o  t h e  s u r v e y .  T a b l e  1 p r e s e n t s  a
p r o f i l e  o f  t h e  s u r v e y  g r o u p  b y  p o p u l a t i o n  o f  m u n i c i p a l i t y  w h i c h  a u t h o r i z e d  t h e  DDA o r  T I F A .

T a b l e  1 s h o w s  t h a t  79% o f  t h e  DDA s  a r e  l o c a t e d  i n  c o m m u n i t i e s  o f  p o p u l a t i o n  l e s s  t h a n  
2 5 , 0 0 0 .  T h i s  d o e s  n o t  m e a n  t h a t  DDA s  a r e  b e t t e r  s u i t e d  t o  s m a l l e r  c o m m u n i t i e s  o r  t h a t  s m a l l e r
c o m m u n i t i e s  a r e  l e s s  a b l e  t o  r e c e i v e  s t a t e  o r  f e d e r a l  e c o n o m i c  d e v e l o p m e n t  f u n d s .  T h e  c o n c e n t r a t i o n  
o f  DDA s  i n  s m a l l  c o m m u n i t i e s  i s  m o r e  l i k e l y  d u e  t o  t h e  f a c t  t h a t  o v e r  30% o f  M i c h i g a n  m u n i c i p a l i t i e s  
h a v e  p o p u l a t i o n s  l e s s  t h a n  2 5 , 0 0 0 .  T h e r e f o r e ,  i t  i s  s u r p r i s i n g  t h a t  T I F A s  a r e  e q u a l l y  ^ p r e s e n t e d  
i n  p o p u l a t i o n  g r o u p s  l a r g e r  a n d  s m a l l e r  t h a n  2 5 , 0 0 0 .  T h i s  m a y  b e  b e c a u s e  T I F A s  h a v e  < a r i  1 y
b e e n  e s t a b l i s h e d  t o  d e v e l o p  i n d u s t r i a l  s i t e s  a n d  p a r k s  w h i c h  t e n d  t o  b e  l o c a t e d  i n  l a . - o e r  c o m m u n i t i e s .

T A B L E  1: R E P O R T I N G SUMMARY

DDAs
N o .  o f % o f N o .  o f % o f  P o p u ­ % o f

DDAs T o  t a  1 DDAs l a t i o n  G r o u p T o t a  1
P o p u l a t i o n  o f  M u n i c i p a l i t i e s S u r v e y e d S u r v e y e d R e s p o n d  i n g R e s p o n d  i n g R e s p o n d ^
L e s s  t h a n  *4,000 2*4 23% 17 71% 27%
* t , 000 t o  9 , 9 9 9 2*4 23% 19 73% 30%
1 0 , 00 0  t o  2 ^ , 9 9 9 18 21 % 15 83% 2*4%
2 5 , 0 0 0  t o  * 6 , 9 9 9 6 n 3 50% 5%
5 0 , 0 0 0  t o  9 9 , 9 9 9 7 8% 5 71% 8%
100 , 000  t o  2*49,999 *4 5% *4 100% 6%
O v e r  2 5 0 , 0 0 0 1 1% 0 0 0

T O T A L 8*4 100S 63 75% 100%

T I F A s
N o .  o f % o f N o .  o f % o f  P o p u ­ % o f

T I F A s T o t a  1 T I F A s l a t i o n  G r o u p T o t a
P o p u l a t i o n  o f  M u n i c i p a l i t i e s S u r v e y e d S u r v e y e d R e s p o n d  i n g R e s p o n d  i n g R e s p o n d c
L e s s  t h a n  *4,000 5 19% *4 80% 20%
** , 000 t o  9 , 9 9 9 5 19% *4 80% 20%
10 , 00 0  t o  2*4,999 5 19?. 3 60% 15%
2 5 , 0 0 0  t o  *49,999 *4 15% 3 75% 15%
5 0 , 0 0 0  t o  9 9 , 9 9 9 5 19% *4 80% 20%
100 , 000  t o  2*49,999 2 1 % 2 100% 10%
O v e r  2 5 0 , 0 0 0 1 *4% 0 0 0

T O T A L 27 102% * 20 7*4% 100%
* R o u n d i n g  e r r o r



C R E A T I N G  T H E  AUTHOP . I T ; '

A c t i v i t i e s  U n d e r t a k e n  P r i o r  c o  C r e a t i o n  o f  t h e  A u t h o r i  t y

A m u n i c i p a l i t y  s h o u l d  t h o r o u g h l y  e x a m i n e  i t s  p r o s p e c t s  f o r  r e ­
d e v e l o p m e n t  b e f o r e  i t  c r e a t e s  a n  A u t h o r i t y .  T h i s  i n v o l v e s ,  f i r s t ,  a  p r e c i s e  
d e f i n i t i o n  o f  t h e  b o u n d a r i e s  o f  d e c l i n e  i n  t h e  c o m m u n i t y  a n d  t h e  r e a s o n s  f o r  
t h e  d e c l i n e .  S e c o n d ,  m u n i c i p a l  o f f i c i a l s ,  r e s i d e n t s ,  b u s i n e s s  p e r s o n s  a n d  
o t h e r  p o t e n t i a l  b e n e f i c i a r i e s  o f  c o m m u n i t y  i m p r o v e m e n t  p r o j e c t s  s h o u l d  d i s c u s s  
t h e  c o m m u n i t y ' s  n e e d s ,  g o a l s  o f  f u t u r e  d e v e l o p m e n t  a n d  p o s s i b l e  d e v e l o p m e n t  
s t r a t e g i e s .  T h i r d ,  a t  t h i s  p o i n t ,  i t  m a y  b e  a p p r o p r i a t e  t o  c r e a t e  a  f o r m a l  
o r g a n i z a t i o n  t o  c o o r d i n a t e  t h e  d e v e l o p m e n t  e f f o r t .  T h e r e  a r e  a  v a r i e t y  o f  
e c o n o m i c  d e v e l o p m e n t  o r g a n i z a t i o n s  i n c l u d i n g  D D A s  a n d  T I F A s  a s  w e l l  a s  
E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n s  a n d  I n d u s t r i a l  D e v e l o p m e n t  C o r p o r a t i o n s .
A m u n i c i p a l i t y  s h o u l d  e x a m i n e  c a r e f u l l y  t h e  p o w e r s  a n d  l i m i t a t i o n s  o f  e a c h  
t y p e  o f  o r g a n i z a t i o n  a n d ,  d e p e n d i n g  o n  t h e  m u n i c i p a l i t y ' s  r e d e v e l o p m e n t  n e e d s ,  
c h o o s e  t h e  o r g a n i z a t i o n  w h i c h  b e s t  f i t s  i t s  d e v e l o p m e n t  s t r a t e g y .  D i s c u s s i o n s  
w i t h  e s t a b l i s h e d  o r g a n i z a t i o n s  m a y  b e  v e r y  h e l p f u l  i n  m a k i n g  t h i s  d e c i s i o n .

T a b l e  2 s h o w s  t h e  r e s u l t s  o f  t h e  M i c h i g a n  I C M A  s u r v e y  w i t h  r e g a r d  
t o  t h e  t y p e s  o f  a c t i v i t i e s  u n d e r t a k e n  b y  m u n i c i p a l i t i e s  p r i o r  t o  t h e  c r e a t i o n  
o f  a n  A u t h o r i  t y .

T A B L E  2

A c t i v i t i e s  U n d e r t a k e n  P r i o r  t o  C r e a t i o n  o f  t h e  A u t h o r i t y

M u n i c i p a l i  t i e s
A c t  i v i t y  N o .  % *
I n t e r v i e w s  w i t h  b u s i n e s s  p e r s o n s ,  r e s i d e n t s  a n d  A l  62%
p o t e n t i a l  i n v e s t o r s  t o  d e t e r m i n e  p r e v a i l i n g  
a t t i t u d e s  w i t h  r e s p e c t  t o  f u t u r e  d e v e l o p m e n t  
o f  m u n i c i p a  1 i t y .

A n a l y s i s  o f  m u n i c i p a l i t y ' s  r e d e v e l o p m e n t  n e e d s  AO 61%
C o n t a c t s  w i t h  e s t a b l i s h e d  A u t h o r i t i e s  38 58%
M a r k e t  s t u d y  t o  d e t e r m i n e  c u r r e n t  m a r k e t  23 35%

c o n d i t i o n s  a n d  p o t e n t i a l  f o r  m a r k e t  g r o w t h  
o f  m u n  i c i  p a  1 i t y

' " T o t a l  R e s p o n d e n t s  = 6 6 .  P e r c e n t a g e s  d o  n o t  a d d  t o  100 b e c a u s e  m u n i c i p a l i t i e s  
o f t e n  u n d e r t o o k  m o r e  t h a n  o n e  a c t i v i t y .  S p e c i f i c a l l y ,  33% o f  m u n i c i p a l i t i e s  
u n d e r t o o k  2 o f  t h e  a b o v e  a c t i v i t e s  w h i l e  38% o f  m u n i c i p a l i t i e s  u n d e r t o o k  3 
o r  m o r e  a c t i  v i  t  i e s .

2



persons In v o lv e d  in  C r e a t in g  the A u t h o r i t y

If a community decides that it should create a DDA or a TIFA, 

municipal officials should solicit the support and assistance of as many 

groups as possible to facilitate the smooth operation of the Authority. 

Table 3 presents a list of which groups or persons were  most likely to 

get involved in creating an Authority according to the respondents to the 
Michigan ICMA survey.

TABLE 3

Persons/Groups Involved in Creating the Authori ty

Mun i ci pi
Person/Group No
Municipal Managei ‘nistrator 61
Mayor 56
Counci 1 55
Business Persons 38
Municipal Attorney 35
Downtown Merchants A ss oc ia tio n 33
Chamber of Commerce 29
Municipal C om munity/Economic Development Dept. 18
Municipal Tax Assessor 17
Municipal Planning Dept. 17
Local Banks 16

Private Planning Consultants 12

Economic Development Corporation 10

Municipal Finance Director 6

Res i dents 6

Private Developers 6

Private Legal Consultants 6

Municipal Treasurer 5
School Officials 1

*Total Respondents = 68. Percentages are not used since not all m u n i­

cipalities have each type of person or group.

Table 3 shows that primarily the municipal administrator, elected 

municipal officials, the municipal attorney and business persons are involved 

in creating DDAs and TIFAs. The next most important groups included local 

agencies such as the uCinmunity or economic development department, planning 

department and the tax assessor's office as well as local banks. These re j I



a r e  n o t  s u r p r i s i n g  s i n c e  t h e y  i n c l u d e  t h e  p e o p l e  w h o  a r e  u s u a l l y  m o s t  a c t i v e  
i n  c o m m u n i t y  d e v e l o p m e n t  p r o j e c t s .  W h a t  i s  s u r p r i s i n g  i s  t h a t  m o r e  c o m m u n i ­
t i e s  d i d  n o t  i n v o l v e  r e s i d e n t s  a n d  s c h o o l  o f f i c i a l s  i n  t h e  p l a n n i n g  p r o c e s s  
s i n c e  t h e i r  s u p p o r t  m a y  b e  n e e d e d  l a t e r  o n  b o n d  i s s u e s ,  t a x  i n c r e a s e s  o r  
t h e  i m p l e m e n t a t i o n  o f  t a x  i n c r e m e n t  f i n a n c i n g  p l a n s .

T h e  u s e  o f  p r i v a t e  l e g a l  a n d  p l a n n i n g  c o n s u l t a n t s  a n d  p r i v a t e  
d e v e l o p e r s  i s  a l s o  n o t e w o r t h y ;  i f  a  c o m m u n i t y  n e e d s  t h e i r  s k i l l s ,  t h e y  s h o u l d  
b e  c o n s u l t e d  a s  e a r l y  a s  p o s s i b l e  i n  t h e  p l a n n i n g  p r o c e s s  t o  t a k e  f u l l  a d v a n ­
t a g e  o f  t h e i r  e x p e r t i s e .  S o m e  c o m f o r t  ( o r  l a c k  o f  i t ! )  c a n  b e  f o u n d  i n  t h a t ,  
d u e  t o  t h e  v i c i s s i t u d e s  o f  e l e c t o r a l  p o l i t i c s ,  t h e  p r i v a t e  c o n s u l t a n t s  a n d  
d e v e l o p e r s  m a y  b e  o n e  g r o u p  w h o  c a n  b e  c o u n t e d  o n  t o  s t a y  w i t h  a  d e v e l o p m e n t  
p r o g r a m  f r o m  s t a r t  t o  f i n i s h .

O n e  f i n a l  c o m m e n t ,  a l t h o u g h  m a n y  c o m m u n i t i e s  h a v e  e s t a b l i s h e d  
E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n s ,  f e w  c o m m u n i t i e s  c h o s e  t o  i n c l u d e  m e m  i n  
c r e a t i n g  DDAs  o r  T I F A s .  S i n c e  t h e  a c t i v i t i e s  o f  t h e s e  o r g a n i z a t i o n s  w i l l  
m o s t  l i k e l y  o v e r l a p ,  i t  m a y  b e  w i s e  t o  c o o r d i n a t e  ( c o n s o l i d a t e ,  i f  p o s s i b l e )  
t h e  a c t i v i t e s  o f  t h e s e  g r o u p s .

L e g a l  S t e p s  t o  C r e a t e  t h e  A u t h o r i t y

O n c e  a  m u n i c i p a l i t y  r e c o g n i z e s  t h a t  i t  s h o u l d  c r e a t e  a  DDA o r  a  
T I F A ,  t h e r e  a r e  f o r m a l  p r o c e d u r e s  t h e  m u n i c i p a l i t y  m u s t  f o l l o w  t o  l e g a l l y  
e s t a b l i s h  a n  A u t h o r i t y .  T h e  p r o c e d u r e s  a r e  s e t  f o r t h  i n  P u b l i c  A c t  N o .  197 
o f  1975 ( a s  a m e n d e d )  f o r  DDAs  a n d  P u b l i c  A c t  N o .  ^ 5 0  o f  1980 ( a s  a m e n d e d )
f o r  T I F A s .  B o t h  A c t s  a r e  r e p r i n t e d  i n  A p p e n d i x  B t o  t h i s  r e p o r t .  T h e  p r o ­
c e d u r e s  . i r e  d i f f e r e n t  f o r  b o t h  A u t h o r i t i e s .  T h e  p r o c e d u r e s  f o r  a  DDA a r e  
b r i e f l y  s u m m a r i z e d  a s  f o l l o w s :

1.  W h e n  t h e  g o v e r n i n g  b o d y  o f  a  m u n i c i p a l i t y  d e t e r m i n e s  t h a t  i t  i s  
n e c e s s a r y  t o  h a l t  p r o p e r t y  v a l u e  d e t e r i o r a t i o n  i n  i t s  b u s i n e s s  d i s t r i c t  
a n d  t o  p r o m o t e  e c o n o m i c  g r o w t h ,  t h e  g o v e r n i n g  b o d y  o f  a  m u n i c i p a l i t y  
m u s t  a d o p t  a  r e s o l u t i o n  d e c l a r i n g  i t s  i n t e n t  t o  c r e a t e  a  D D A .  (A m u n i ­
c i p a l i t y  m a y  c r e a t e  m o r e  t h a n  o n e  D D A . )

2 .  T h e  g o v e r n i n g  b o d y  m u s t  c o n d u c t  a  p u b l i c  h e a r i n g  o n  c r e a t i o n  o f
t h e  A u t h o r i t y  a n d  d e s i g n a t i o n  o f  t h e  b o u n d a r i e s  o f  t h e  d o w n t o w n  d i s t r i c t  
( w h i c h  i s  w i t h i n  t h e  m u n i c i p a l i t y ' s  z o n e d  b u s i n e s s  d i s t r i c t )  i n  w h i c h  
t h e  A u t h o r i t y  w i l l  o p e r a t e .  N o t i c e  o f  t h e  h e a r i n g  m u s t  b e  g i v e n  b y  p u b ­
l i c a t i o n  t w i c e  i n  a  n e w s p a p e r  o f  g e n e r a l  c i r c u l a t i o n  i n  t h e  m u n i c i p a l i t y  
a t  l e a s t  20 d a y s ,  a n d  n o t  m o r e  t h a n  d a y s ,  b e f o r e  t h e  d a t e  o f  t h e  
h e a r i n g ,  b y  m a i l  t o  t h e  p r o p e r t y  t a x p a y e r s  o f  r e c o r d  i n  t h e  d i s t r i c t  n o  
l e s s  t h a n  20 d a y s  b e f o r e  t h e  h e a r i n g  a n d  n o t i c e  m u s t  a l s o  b y  p u b l i s h e d  
i n  a t  l e a s t  20 c o n s p i c u o u s  p l a c e s  i n  t h e  p r o p o s e d  d o w n t o w n  d i s t r i c t
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3 .  F o l l o w i n g  t h e  h e a r i n g ,  t h e  g o v e r n i n g  b o d y  m u s t  a d o p t  a n  o r d i n a n c e  
e s t a b l i s h i n g  t h e  A u t h o r i t y  a n d  d e s i g n a t i n g  t h e  b o u n d a r i e s  o f  t h e  d o w n ­
t o w n  d i s t r i c t .  T h e  o r d i n a n c e  m u s t  b e  p u b l i s h e d  o n c e  i n  a  n e w s p a p e r
o f  g e n e r a l  c i r c u l a t i o n  i n  t h e  m u n i c i p a l i t y .  I n  a d d i t i o n ,  t h e  b o u n d a r ­
i e s  o f  t h e  d o w n t o w n  d i s t r i c t  m a y  b e  a l t e r e d  b y  a m e n d m e n t  t o  t h e  o r d i n ­
a n c e  f o l l o w i n g  t h e  s a m e  p r o c e d u r e s  u s e d  t o  e s t a b l i s h  t h e  o r i g i n a l  
b o u n d a r  i e s .

4 .  T h e  A u t h o r i t y  s h a l l  b e  u n d e r  t h e  s u p e r v i s i o n  a n d  c o n t r o l  o f  a  
b o a r d  o f  d i r e c t o r s  c o n s i s t i n g  o f  t h e  c h i e f  e x e c u t i v e  o f f i c e r  o f  a  m u n i ­
c i p a l i t y  ( i . e . ,  a  m a y o r  o r  c i t y  m a n a g e r  o f  a  c i t y ,  a  p r e s i d e n t  o f  a  
v i l l a g e ,  o r  a  s u p e r v i s o r  o f  a  t o w n s h i p )  a n d  n o t  l e s s  t h a n  8 ,  o r  m o r e  
t h a n  12 m e m b e r s  c h o s e n  b y  t h e  g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y .  A 
m a j o r i t y  o f  t h e  b o a r d  m e m b e r s  m u s t  h a v e  a n  i n t e r e s t  i n  p r o p e r t y  ( i n t e r ­
p r e t e d  a s  a  p r o p e r t y  o w n e r ,  r e n t e r  o r  l e s s e e )  l o c a t e d  i n  t h e  d o w n t o w n  
d i s t r i c t  a n d  i f  m o r e  t h a n  100 p e r s o n s  r e s i d e  w i t h i n  t h e  d i s t r i c t ,  a t  
l e a s t  o n e  o f  t h e  b o a r d  m e m b e r s  m u s t  b e  a  r e s i d e n t  o f  t h e  d i s t r i c t .  M e m ­
b e r s  o f  t h e  A u t h o r i t y  b o a r d  s e r v e  f o r  s t a g g e r e d  f o u r  y e a r  t e r m s .  T h e  
b u s i n e s s  o f  t h e  b o a r d  i s  c o n d u c t e d  a t  p u b l i c  m e e t i n g s  h e l d  i n  c o m p l i a n c e  
w i t h  P u b l i c  A c t  N o .  267 o f  1976 .  F i n a l l y ,  t h e  b o a r d  m a y  e m p l o y  a n d  p a y  
a  d i r e c t o r ,  t r e a s u r e r ,  s e c r e t a r y ,  l e g a l  c o u n s e l  o r  o t h e r  p e r s o n  i t  d e e m s  
n e c e s s a r y  t o  a i d  i n  c a r r y i n g  o u t  i t s  d u t i e s .

5- T h e  p o w e r s  o f  t h e  A u t h o r i t y  a r e  b r o a d  i n c l u d i n g  e c o n o m i c  a n a l y s i s ,  
s t u d y ,  p l a n n i n g ,  p l a n  i m p l e m e n t a t i o n ,  a c q u i s i t i o n  o f  p r o p e r t y ,  i m p r o v e ­
m e n t  o f  l a n d  o r  b u i l d i n g s ,  c o n s t r u c t i o n  o f  p u b l i c  f a c i l i t i e s ,  l e a s i n g  
o f  b u i l d i n g s  o r  p r o p e r t y  u n d e r  i t s  c o n t r o l ,  a n d  c o l l e c t i o n  o f  f e e s  o r  
r e n t s .  T h e  A u t h o r i t y  i s  n o t  e n d o w e d  w i t h  t h e  p o w e r  o f  e m i n e n t  d o m a i n ,  
b u t  t h e  i n c o r p o r a t i n g  m u n i c i p a l i t y  m a y  c o n d e m n  p r o p e r t y  f o r  t h e  u s e  o f  
t h e  A u t h o r i t y  i n  c o n n e c t i o n  w i t h  a n  a p p r o v e d  d e v e l o p m e n t  p l a n  a n d  t r a n s ­
f e r  i t  t o  t h e  A u t h o r i t y .  S u c h  a c t i o n  i s  s u b j e c t  t o  s t a t e  l a w  w i t h  r e g a r d  
t o  r e l o c a t i o n  a s s i s t a n c e  i n  t h e  c a s e  o f  c o n d e m n a t i o n  o f  r e s i d e n t i a l  p r o p -  
p e r t y .  A l l  i n  a l l ,  t h e  b r o a d  p o w e r s  o f  t h e  A u t h o r i t y  s h o u l d  b e  v i e w e d  
i n  l i g h t  o f  t h e  m o r e  r e s t r i c t i v e  f i n a n c i a l  p o w e r s  o f  t h e  A u t h o r i t y  w h i c h  
a r e  d e s c r i b e d  b e l o w .

6 .  T h e  f i n a l  l e g a l  r e q u i r e m e n t s  t h a t  a p p l y  t o  DDAs  a r e  d i s c u s s e d  i n  
m o r e  d e t a i l  b e l o w .  T h e y  i n c l u d e  a  p u b l i c  h e a r i n g  t o  d i s c u s s  t h e  DDAs  
p r o p o s e d  d e v e l o p m e n t ,  a n d  i f  a p p l i c a b l e ,  t a x  i n c r e m e n t  f i n a n c i n g  p l a n s ;  
a n  o r d i n a n c e  a p p r o v i n g  e i t h e r  o r  b o t h  p l a n s ;  a n d  u p o n  c o m p l e t i o n  o f  
d e v e l o p m e n t ,  a n  o r d i n a n c e  d i s s o l v i n g  t h e  A u t h o r i t y .

not less than 20 days b efo re  the h e a r in g .



1 .  W h e n  t h e  g o v e r n i n g  b o d y  o f  a  m u n i c i p a l i t y  ( i . e . ,  a  c i t y )  d e t e r ­
m i n e s  t h a t  i t  i s  n e c e s s a r y  t o  h a l t  p r o p e r t y  v a l u e  d e c l i n e  a n y w h e r e  i n  
t h e  m u n i c i p a l i t y  a n d  t o  p r o v i d e  f o r  e c o n o m i c  g r o w t h ,  t h e  g o v e r n i n g  
b o d y  o f  t h e  m u n i c i p a l i t y  m u s t  a d o p t  a  r e s o l u t i o n  d e c l a r i n g  i t s  i n t e n t  
t o  c r e a t e  a  T I F A .  (A m u n i c i p a l i t y  m a y  c r e a t e  o n l y  o n e  T I F A . )

2 .  S a m e  a s  S t e p  H i  f o r  a  ODA  ( c h a n g i n g  " d o w n t o w n  d i s t r i c t "  t o
" A u t h o r i t y  d i s t r i c t " ) ,  e x c e p t  a  m u n i c i p a l i t y  i s  n o t  r e q u i r e d  t o  p o s t  
n o t i c e  o f  t h e  p u b l i c  h e a r i n g .

3 .  S a m e  a s  S t e p  #3 f o r  a  DDA .

T h e  g o v e r n i n g  b o d y  o f  a  m u n i c i p a l i t y  m a y  a p p o i n t  t h e  b o a r d  o f  
d i r e c t o r s  o f  t h e  E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n ,  D D A ,  U r b a n  R e d e v e l o p ­
m e n t  C o r p o r a t i o n  o r  m e m b e r s  o f  t h e  c o m m i s s i o n  e s t a b l i s h e d  u n d e r  t h e  
B l i g h t e d  A r e a  R e h a b i l i t a t i o n  A c t  ( P u b l i c  A c t  N o .  3 ^  o f  19 ^5)  t o  s e r v e  
a s  m e m b e r s  o f  t h e  b o a r d  o f  t h e  T I F A .  O r  t h e  c h i e f  e x e c u t i v e  o f f i c e r  
o f  t h e  m u n i c i p a l i t y  m a y  a p p o i n t  7 ,  b u t  n o  m o r e  t h a n  13,  p e r s o n s  t o
s e r v e  a s  b o a r d  m e m b e r s  s u b j e c t  t o  t h e  a p p r o v a l  o f  t h e  g o v e r n i n g  b o d y
o f  t h e  m u n i c i p a l i t y .  T h e  b o a r d  m e m b e r s  s e r v e  s t a g g e r e d  k  y e a r  t e r m s  
a n d  c o n d u c t  b u s i n e s s  a t  p u b l i c  m e e t i n g s .  T h e  b o a r d  m a y  e m p l o y  a n d  p a y  
a  d i r e c t o r ,  t r e a s u r e r ,  s e c r e t a r y ,  l e g a l  c o u n s e l  o r  o t h e r  p e r s o n s  c o n s i d ­
e r e d  n e c e s s a r y  t o  c a r r y  o u t  i t s  d u t i e s .

5 .  T h e  p o w e r s  o f  a  T I F A  a r e  t h e  s a m e  a s  t h o s e  o f  a  DDA .

6 .  S a m e  a s  S t e p  f t 6 f o r  a  DDA .

The procedures to c re a te  a TIFA are  as f o l lo w s :

F I N A N C I N G  D E V E L O P M E N T

D e s p i t e  t h e  b r o a d  p o w e r s  d e l e g a t e d  t o  t h e  A u t h o r i t y ,  t h e  i n c o r ­
p o r a t i n g  m u n i c i p a l i t y  o f  a  DDA  o r  a  T I F A  h a s  c o n s i d e r a b l e  c o n t r o l  o v e r  t h e  
f i n a n c i a l  o p e r a t i o n s  o f  t h e  A u t h o r i t y .  T h e  A u t h o r i t y ' s  b u d g e t  m u s t  b e  a p ­
p r o v e d  b y  t h e  g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y  a n d  n o  m u n i c i p a l  f u n d s  m a y  
b e  u s e d  b y  t h e  A u t h o r i t y  u n l e s s  s p e c i f i c a l l y  a p p r o p r i a t e d  f o r  t h a t  p u r p o s e  
b y  t h e  g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y .  F u r t h e r ,  a n y  l e v y  a n d  c o l l e c t i o n  
o f  t a x e s  t o  f u n d  t h e  o p e r a t i o n s  o r  d e v e l o p m e n t  a c t i v i t i e s  o f  t h e  A u t h o r i t y  
a r e  c a r r i e d  o u t  b y  t h e  m u n i c i p a l i t y  a n d  t h e  m u n i c i p a l i t y  c a n  c h a r g e  a  f e e  
( p r o  r a t a  s h a r e  o f  i t s  o v e r h e a d  c o s t )  t o  t h e  A u t h o r i t y  f o r  t h i s  s e r v i c e .

T h e  a c t i v i t i e s  o f  e i t h e r  A u t h o r i t y  c a n  b e  f i n a n c e d  f r o m  o n e  o r  m o r e
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of the following sources, unless noted to the contrary. The starred items 
are described below in greater detail.

1. Donations to the Authority for the performance of its functions.

*2. Proceeds of an ad valorem tax levied on property in the dow n­

town district (applicable only to DDAs).

*3. Revenue bonds issued by the Authority.

Revenues from any property, building, or facility owned, leased,

licensed, or operated by the Authority or under its control, 

subject to the limitations imposed upon the Authority by trusts 
or other agreements.

*5. Proceeds of a tax increment financing plan.

6. Proceeds from a special assessment district created as provided
by law (applicable only to DDAs).

7. Money obtained from other sources approved by the governing body 

of the municipali ty.

Ad Valorem Tax (DDAs only)

The DDA with  the approval of the municipal governing body and by

vote of the electorate ( in accordance with the Head lee Amendment) may levy

an ad valorem tax not exceeding 2 mills (not more than 1 mill for municipal­

ities w ith population greater than 1 million) on all taxable property in the 

downtown district. The municipality collects the tax at the same time and in 
addition to all other municipal taxes.

Until recently, the tax revenues could be used only to finance the 

operations of the DDA. The term "operations" was defined as "office : -inten- 

ance, including salaries and expenses of employees, office supplies, consul­

tation fees, design costs, and other expenses incurred in the daily mana ge­

ment of the Authority and planning of its activities." This excluded use of 

the revenues for promotional or actual development activities; the revenues 

could be used only to plan improvements to the downtown district. On June 16, 

1983, Governor Blanchard approved an amendment to the DDA legislation to 

allow the DDA to use the tax revenues for any purpose that is approved by 

the governing body of the municipality.

Another problem associated with the ad valorem tax revenue has not 

been corrected. In smaller downtown districts, the tax often does not pro­

vide enough revenue to cover even the operational costs of the DDA. The 

results of the Michigan ICMA survey show that, of the 23 DDAs w ho  levied the 

tax, 15 claimed the tax did not finance their operational costs. Under these 

circumstances, it would seem appropriate to allow the residents of the down­

town district to vote to increase the millage in order to finance adequately 

the activities of the DDA.
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O n e  o t h e r  a s p e c t  o f  t h e  t a x :  a  DDA  c a n  r e q u e s t  a  m u n i c i p a l i t y  t o  
b o r r o w  m o n e y  b y  i s s u i n g  n o t e s  p u r s u a n t  t o  P u b l i c  A c t  N o .  202 o f  19*43 i n  
a n t i c i p a t i o n  o f  c o l l e c t i o n  o f  t h e  a d  v a l o r e m  t a x .  T h i s  w o u l d  h e l p  a  DDA 
t o  a c q u i r e  s t a r t - u p  f u n d s  e a r l y  i n  t h e  d e v e l o p m e n t  p r o c e s s  r a t h e r  t h a n  w a i t  
f o r  t h e  c o l l e c t i o n  o f  t a x  r e v e n u e s .

R e v e n u e  B o n d s

D D A s  a n d  T I F A s  a r e  a u t h o r i z e d  t o  i s s u e  r e v e n u e  b o n d s  i n  a c c o r d ­
a n c e  w i t h  t h e  p r o v i s i o n s  o f  P u b l i c  A c t  N o .  9*4 o f  1933 ( t h e  " R e v e n u e  B o n d  
A c t " ) .  R e v e n u e  b o n d s  c a n  b e  u s e d  t o  f u n d  t h e  a c q u i s i t i o n  o r  c o n s t r u c t i o n  b y  
t h e  A u t h o r i t y  o f  a n y  t y p e  o f  p u b l i c  i m p r o v e m e n t  d e f i n e d  i n  t h e  R e v e n u e  B o n d  
A c t .  E x a m p l e s  o f  r e v e n u e - p r o d u c i n g  p u b l i c  i m p r o v e m e n t s  i n c l u d e  h o u s i n g ,  
r e c r e a t i o n a l  f a c i l i t i e s ,  p a r k i n g  l o t s  o r  s t r u c t u r e s  a n d  c o n v e n t i o n  h a l l s .
B y  d e f i n i t i o n ,  t h e  s t r u c t u r e  m u s t  p r o d u c e  r e v e n u e  t h a t  w i l l  c o v e r  t h e  c o s t s  
o f  o p e r a t i n g  a n d  m a i n t a i n i n g  t h e  s t r u c t u r e ,  a s  w e l l  a s  t h e  r e s e r v e  f u n d  
e s t a b l i s h e d  t o  r e t i r e  t h e  b o n d s .  T h e  b o n d s  m u s t  b e  a p p r o v e d  b y  t h e  M i c h i g a n  
M u n i c i p a l  F i n a n c e  C o m m i s s i o n  a n d  b e  o f f e r e d  t h r o u g h  p u b l i c  s a l e .

T h e  g o v e r n i n g  b o d y  o f  a  m u n i c i p a l i t y  m a y  p l e d g e  i t s  f u l l  f a i t h  a n d  
c r e d i t  t o  s u p p o r t  t h e  A u t h o r i t y ' s  r e v e n u e  b o n d s .  T h i s  d o e s  n o t  m e a n  t h e  p r o ­
j e c t  d o e s  n o t  h a v e  t o  b e  s e l f - s u p p o r t i n g ;  t h e  m u n i c i p a l i t y ' s  p l e d g e  s t a n d s  
o n l y  a s  a d d i t i o n a l  s e c u r i t y  t o  t h e  i n v e s t o r  t h a t  i n  c a s e  t h e  r e v e n u e s  a r e  n o t  
s u f f i c i e n t ,  t h e  m u n i c i p a l i t y  w i l l  p a y  p r i n c i p a l  a n d  i n t e r e s t  o n  t h e  b o n d s  
w i t h  m o n e y  f r o m  t h e  m u n i c i p a l i t y ' s  g e n e r a l  f u n d  o r  b y  l e v y i n g  a  t a x .  O n e  
n o t e  o f  c a u t i o n ,  t h e  M i c h i g a n  C o n s t i t u t i o n  ( A r t i c l e  7 ,  S e c t i o n  2*4 a n d  A r t i c l e  
9 ,  S e c t i o n  18) s t i p u l a t e s  t h a t  a  m u n i c i p a l i t y  c a n  o n l y  p l e d g e  i t s  f u l l  f a i t h
a n d  c r e d i t  t o  b o n d s  t h e  p r o c e e d s  o f  v / h i c h  a r e  f o r  p u b l i c  u s e .  I f  b o n d  p r o ­
c e e d s  g o  t o  a  p r i v a t e  e n t e r p r i s e ,  t h e  m u n i c i p a l i t y  h a s  m a d e  a n  u n c o n s t i t u t i o n a l  
l e n d i n g  o f  c r e d i t ;  t h e  r e v e n u e  b o n d s  m a y  b e  r e d e f i n e d  a s  i n d u s t r i a l  d e v e l o p ­
m e n t  b o n d s  a n d  i n t e r e s t  o n  t h e  b o n d s  m a y  n o t  b e  t a x - e x e m p t .

A n  A u t h o r i t y  c a n  n o t  i s s u e  b o n d s  u n l e s s  t h e  g o v e r n i n g  b o d y  o f  t h e  
m u n i c i p a l i t y  h a s  a p p r o v e d  a  d e v e l o p m e n t  p l a n  p r e p a r e d  b y  t h e  A u t h o r i t y .  T h e  
d e v e l o p m e n t  p l a n  o u t l i n e s  t h e  i n t e n d e d  i m p r o v e m e n t s  t o  t h e  d e v e l o p m e n t  a r e a * ,  
c o s t  o f  i m p r o v e m e n t s ,  p r o p o s e d  m e t h o d  o f  f i n a n c i n g  d e v e l o p m e n t ,  t i m i n g  o f  
d e v e l o p m e n t  a n d  p l a n s  f o r  r e l o c a t i o n  o f  r e s i d e n t s  a n d / o r  b u s i n e s s e s .  T h e  
m u n i c i p a l  g o v e r n i n g  b o d y  m u s t  h o l d  a  p u b l i c  h e a r i n g  o n  t h e  p l a n .  N o t i c e  o f  
t h e  h e a r i n g  m u s t  b e  p u b l i s h e d  t w i c e  i n  a  n e w s p a p e r  o f  g e n e r a l  c i r c u l a t i o n  
a n d  m a i l e d  t o  t a x p a y e r s  i n  t h e  d e v e l o p m e n t  a r e a  n o t  l e s s  t h a n  20 d a y s  b e f o r e  
t h e  d a t e  s e t  f o r  t h e  h e a r i n g .  F o l l o w i n g  t h e  p u b l i c  h e a r i n g ,  t h e  g o v e r n i n g  
b o d y  m a y  a d o p t  a  r e s o l u t i o n  a p p r o v i n g  t h e  d e v e l o p m e n t  p l a n ,  a n d  t h e  A u t h o r i t y  
m a y  b e g i n  t o  i m p l e m e n t  t h e  p l a n .

*  T h e  d e v e l o p m e n t  a r e a  r e f e r s  t o  t h a t  a r e a  w i t h i n  e i t h e r  t h e  d o w n t o w n  d i s t r i c t  
o f  a  D D A  o r  t h e  a u t h o r i t y  d i s t r i c t  o f  a  T I F A  w h e r e  a c t u a l  p u b l i c  a n d  p r i v a t e  
d e v e l o p m e n t  t a k e s  p l a c e .  A n  A u t h o r i t y  e x e r c i s e s  c o n t r o l  o v e r  t h e  d o w n t o w n  
d i s t r i c t  o r  a u t h o r i t y  d i s t r i c t  f o r  t a x a t i o n  p u r p o s e s .  A d o w n t o w n  d i s t r i c t  o r  
a u t h o r i t y  d i s t r i c t  m a y  h a v e  m o r e  t h a n  o n e  d e v e l o p m e n t  a r e a .



I f  t h e  p r o p o s e d  d e v e l o p m e n t  a r e a  h a s  100 o r  m o r e  r e s i d e n t s  a n d  a  
c h a n g e  i n  z o n i n g  o r  t a k i n g  o f  p r o p e r t y  b y  e m i n e n t  d o m a i n  i s  n e c e s s a r y  t o  
a c c o m p l i s h  t h e  d e v e l o p m e n t  p r o g r a m ,  t h e n  a  D e v e l o p m e n t  A r e a  C i t i z e n s '  C o u n c i l  
m u s t  b e  e s t a b l i s h e d .  T h e  C o u n c i l  c o n s i s t s  o f  a t  l e a s t  9 a d u l t  r e s i d e n t s  
o f  t h e  d e v e l o p m e n t  a r e a  a p p o i n t e d  b y  t h e  g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y .  
T h e  C o u n c i l  a c t s  a s  a n  a d v i s o r y  b o d y  t o  t h e  A u t h o r i t y  a n d  t h e  m u n i c i p a l  g o v ­
e r n i n g  b o d y  i n  t h e  a d o p t i o n  o f  t h e  d e v e l o p m e n t  p l a n  a n d  t h e  t a x  i n c r e m e n t  
f i n a n c i n g  p ’ a n  ( i f  a p p l i c a b l e ) .  O n l y  7 o f  t h e  83 A u t h o r i t i e s  w h o  r e s p o n d e d  
t o  t h e  M i c h i g a n  I C M A  s u r v e y  e s t a b l i s h e d  D e v e l o p m e n t  A r e a  C i t i z e n s '  C o u n c i l s .

T a x  I n c r e m e n t  F i n a n c i n g

P e r h a p s  t h e  m o s t  n o v e l  a n d  c o n t r o v e r s i a l  f i n a n c i a l  t o o l  a v a i l a b l e  
t o  D D A s  a n d  T I F A s  i s  t a x  i n c r e m e n t  f i n a n c i n g .  T a x  i n c r e m e n t  f i n a n c i n g  i s  a  
w a y  f o r  m u n i c i p a l i t i e s  t o  p a y  f o r  p u b l i c  i m p r o v e m e n t s  ( s t r e e t s ,  s i d e w a l k s ,  
l i g h t i n g ,  p a r k i n g  f a c i l i t i e s ,  e t c )  i n  t h e  d e v e l o p m e n t  a r e a  b y  u s i n g  t h e  i n ­
c r e a s e  i n  t a x  r e v e n u e s  f r o m  p r i v a t e  d e v e l o p m e n t  t h a t  o c c u r s  i n  t h e  d e v e l o p m e n t  
a r e a . *  F o r  e x a m p l e ,  a s s u m e  t h e  i n i t i a l  a s s e s s e d  v a l u e ,  t h a t  i s ,  t h e  s t a t e  
e q u a l i z e d  v a l u e  o f  a l l  t a x a b l e  p r o p e r t y  i n  t h e  d e v e l o p m e n t  a r e a  p r i o r  t o  t h e  
s t a r t  o f  p u b l i c / p r i v a t e  i m p r o v e m e n t s ,  i s  $ 1 0 0 , 0 0 0 , 0 0 0 .  A n d  t h e  A u t h o r i t y  
e s t i m a t e s  t h a t  i n  t h e  f i r s t  y e a r  a f t e r  a d o p t i o n  o f  t h e  t a x  i n c r e m e n t  f i n a n c i n g  
p l a n  t h e  c u r r e n t  a s s e s s e d  v a l u e  ( a s  f i n a l l y  e q u a l i z e d )  w i l l  r i s e  t o  $ 1 0 2 , 0 0 0 , 0 0 0  
t h e  i n c r e a s e  r e s u l t i n g  f r o m  n e w  c o n s t r u c t i o n  o r  a n  i n c r e a s e  i n  t h e  v a l u e  o f  
e x i s t i n g  p r o p e r t y  t h r o u g h  i n f l a t i o n  o r  t h e  p r e s e n c e  o f  n e w  c o n s t r u c t i o n  n e a r b y .  
T h e  c a p t u r e d  a s s e s s e d  v a l u e  i s  t h e  d i f f e r e n c e  b e t w e e n  t h e  c u r r e n t  a s s e s s e d  v a l u e  
a n d  t h e  i n i t i a l  a s s e s s e d  v a l u e  o r ,  i n  t h i s  e x a m p l e ,  $ 2 , 0 0 0 , 0 0 0  ( $ 1 0 2 , 0 0 0 , 0 0 0 -  
$ 1 0 0 , 0 0 0 , 0 0 0 ) .

T h e  A u t h o r i t y  w i l l  c o l l e c t  p a r t  o f  t h e  c a p t u r e d  a s s e s s e d  v a l u e  k n o w n  
a s  t h e  t a x  i n c r e m e n t  r e v e n u e .  T h e  t a x  i n c r e m e n t  r e v e n u e  i s  t h e  p r o d u c t  o f  t h e  
m u n i c i p a l i t y ' s  t a x  r a t e ,  s a y  60 m i l l s ,  a n d  t h e  c a p t u r e d  a s s e s s e d  v a l u e  o f  
$ 2 , 0 0 0 , 0 0 0 ,  o r  $1 2 0 , 0 00  ( . 6 0  X $ 2 , 0 0 0 , 0 0 0 ) .  T h e  A u t h o r i t y  c a n  s p e n d  $ 1 2 0 , 0 0 0  
t o  m a k e  p u b l i c  i m p r o v e m e n t s  i n  t h e  d e v e l o p m e n t  a r e a  d u r i n g  t h e  f i r s t  y e a r .
T h e  s e c o n d  y e a r  o f  t h e  t a x  i n c r e m e n t  f i n a n c i n g  p l a n  w i l l  r e s u l t  i n  a  d i f f e r e n t  
c a p t u r e d  a s s e s s e d  v a l u e  a n d  a  d i f f e r e n t  a m o u n t  o f  t a x  i n c r e m e n t  r e v e n u e  t o  b e  
u s e d  f o r  p u b l i c  i m p r o v e m e n t s .  A n  e x a m p l e  o f  a n  e s t i m a t e  o f  t a x  i n c r e m e n t  
r e v e n u e s  f r o m  a  5 y e a r  d e v e l o p m e n t  p l a n  m a y  l o o k  s o m e t h i n g  l i k e  t h i s :

T a x
Y e a r  C u r r e n t  A s s e s s e d I n i t i a l  A s s e s s e d C a p t u r e d  A s s e s s e d X T a x 1n c r e m e n t

V a  1 u e V a  1 u e V a  l u e R a t e R e v e n u e
1 $ 1 0 2 , 0 0 0 , 0 0 0 $ 1 0 0 , 0 0 0 , 0 0 0 $ 2 , 0 0 0 , 0 0 0 . 6 0 $ 1 2 0 , 0 0 0
2 1 0 3 , 0 0 0 , 0 0 0 1 0 0 , 0 0 0 , 0 0 0 3 , 000,000 . 6 0 1 8 0 , 00 0
3 1 0 3 , 0 0 0 , 0 0 0 1 0 0 , 0 0 0 , 0 0 0 5 , 000,000 . 6 0 3 0 0 , 0 0 0
A 107 , 000,000 1 0 0 , 0 0 0 , 0 0 0 7 , 000,000 . 6 0 A2 0 ,000
5 1 0 6 , 0 0 0 , 0 0 0 1 0 0 , 0 0 0 , 0 0 0 6 , 0 0 0 , 0 0 0 . 60 360,000

T O T A L  F O R  P U B L I C D E V E L O P M E N T $ 1 , 360,000

*  A g a i n ,  t h e  i n c r e a s e  i n  t a x  r e v e n u e s  c a n  o n l y  b e  u s e d  f o r  p u b l i c  i m p r o v e ­
m e n t s  o r  t h e  m u n i c i p a l i t y  w i l l  h a v e  m a d e  a n  u n c o n s t i t u t i o n a l  l e n d i n g  o f  c r e d i t ,
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O f  c o u r s e ,  t h e r e  i s  n o  g u a r a n t e e  t h a t  t h e  c u r r e n t  a s s e s s e d  v a l u e  
w i l l  i n c r e a s e  o v e r  t i m e ,  o r  e v e n  b e  g r e a t e r  t h a n  t h e  i n i t i a l  a s s e s s e d  v a l u e .  
T h e  r i s k  i n v o l v e d  w i t h  t a x  i n c r e m e n t  f i n a n c i n g  i s  t h a t  t h e r e  m a y  b e  n o  t a x  
i n c r e m e n t  a n d  d e v e l o p m e n t  w i l l  h a v e  t o  b e  s t o p p e d  o r  o t h e r  f u n d s  f o u n d  t o  
c o n t i n u e  d e v e l o p m e n t .

T h r o u g h o u t  t h e  I i f r  o f  t h e  d e v e l o p m e n t  p l a n ,  t h e  i n i t i a l  a s s e s s e d  
v a l u e  o f  t h e  d e v e l o p m e n t  a r e a  i s  f r o z e n .  A n y  i n c r e a s e  i n  a s s e s s e d  v a l u e  
a n d  t h e r e b y  i n c r e a s e  i n  t a x  r e v e n u e  g o e s  o n l y  t o  t h e  DDA  o r  T I F A .  T h e  
o t h e r  t a x  e n t i t i e s  w i t h  j u r i s d i c t i o n  o v e r  t h e  d e v e l o p m e n t  a r e a  ( e . g . ,  
s c h o o l ,  c o u n t y ,  w a t e r  d i s t r i c t ,  e t c . )  w i l l  c o n t i n u e  t o  r e c e i v e  t a x  r e v e n u e s  
b a s e d  o n  t h e  i n i t i a l  a s s e s s e d  v a l u e ;  t h e y  w i l l  n o t  r e c e i v e  a n y  o f  t h e  a d d i ­
t i o n a l  r e v e n u e s  r e s u l t i n g  f r o m  i m p r o v e m e n t s  i n  t h e  d e v e l o p m e n t  a r e a  u n t i l  
a f t e r  t h e  t a x  i n c r e m e n t  f i n a n c i n g  p l a n  h a s  b e e n  c o m p l e t e d .  T h e  e x c e p t i o n s  
a r e  i f  t h e  o t h e r  t a x  j u r i s d i c t i o n s  h a v e  s i g n e d  a g r e e m e n t s  w i t h  t h e  m u n i ­
c i p a l i t y  t o  r e c e i v e  a  p o r t i o n  o f  t h e  t a x  i n c r e m e n t  r e v e n u e s  o r  i f  t h e  t a x  
j u r i s d i c t i o n s  i n c r e a s e  t h e i r  m i l l a g e  r a t e s  d u r i n g  t h e  d e v e l o p m e n t  p e r i o d .

I n  a  s e n s e ,  t h e  o t h e r  t a x  j u r i s d i c t i o n s  a n d  r e s i d e n t s  l i v i n g  o u t ­
s i d e  o f  t h e  d e v e l o p m e n t  a r e a  a r e  s u b s i d i z i n g  d e v e l o p m e n t  i n  t h e  d e v e l o p m e n t  
a r e a .  W h i l e  t h i s  m a y  s e e m  u n f a i r ,  a l l  t a x  j u r i s d i c t i o n s  w i l l  b e n e f i t  g r e a t ­
l y  i f  t h e  d e v e l o p m e n t  i s  s u c c e s s f u l  a n d  t h e y  c a n  c o l l e c t  t a x  r e v e n u e s  o n  t h e  
m u c h  h i g h e r  a s s e s s e d  v a l u e  a f t e r  t h e  d e v e l o p m e n t  i s  c o m p l e t e d .  T h e  o t h e r  t a x  
d i s t r i c t s  m a y  a l s o  g a i n  s o m e  i m m e d i a t e  b e n e f i t  i f  i m p r o v e m e n t s  i n  t h e  d e v e l ­
o p m e n t  a r e a  e n c o u r a g e  i m p r o v e m e n t s  i n  n e i g h b o r i n g  a r e a s  ( o u t s i d e  t h e  d e v e l o p ­
m e n t  a r e a )  w h i c h  a r e  t a x e d  b y  t h e  o t h e r  t a x  j u r i s d i c t i o n s .  T h e  p o s s i b i l i t y  
t h a t  t h e  a s s e s s e d  v a l u e  o f  t h e  b l i g h t e d  a r e a  m a y  d e t e r i o r a t e  f u r t h e r  w i t h o u t  
a c t i o n  b y  a  DDA  o r  a  T I F A  m a y  a l s o  e n c o u r a g e  t h e  o t h e r  t a x  j u r i s d i c t i o n s  
t o  s u p p o r t  a  t a x  i n c r e m e n t  f i n a n c i n g  p l a n .

T h e  c o n c e p t  o f  t a x  i n c r e m e n t  f i n a n c i n g  h a s  b e e n  c o n t e s t e d  h o t l y  b y  
d i f f e r e n t  t a x  j u r i s d i c t i o n s  i n  s o m e  o f  t h e  m u n i c i p a l i t i e s  i n  M i c h i g a n .
O n e  t o p i c  o f  d e b a t e  h a s  b e e n  t h e  d e f i n i t i o n  o f  i n i t i a l  a s s e s s e d  v a l u e .  T h e  
c o n t r o v e r s y  c e n t e r s  a r o u n d  w h e t h e r  t h e  i n i t i a l  a s s e s s e d  v a l u e  r e l a t e s  t o  t h e  
s t a t e  e q u a l i z e d  v a l u e  o f  t h e  t a x a b l e  p r o p e r t y  i n  t h e  d e v e l o p m e n t  a r e a  t h a t  
i s  s h o w n  o n  t h e  m u n i c i p a l i t y ' s  a s s e s s m e n t  r o l l  a t  t h e  t i m e  t h e  r e s o l u t i o n  
e s t a b l i s h i n g  t h e  t a . \  i n c r e m e n t  f i n a n c i n g  p l a n  i s  a d o p t e d ;  o r ,  t h e  a s s e s s e d  
v a l u e  o f  t h e  t a x a b l e  p r o p e r t y  i n  t h e  d e v e l o p m e n t  a r e a  m a d e  a s  o f  t h e  t a x  d a y ,  
D e c e m b e r  3 1 .  i m m e d i a t e l y  p r e c e d i n g  t h e  d a t e  o f  t h e  a p p r o v a l  o f  t h e  t a x  i n c r e ­
m e n t  f i n a n c i n g  p l a n ,  a s  a d j u s t e d ,  i f  n e c e s s a r y ,  b y  t h e  f i n a l  e q u a l i z a t i o n  
p r o c e s s  r e l a t e d  b a c k  t o  t h a t  t a x  d a y .  S i n c e  t h e  f i n a l  e q u a l i z a t i o n  p r o c e s s  
i s  u s u a l l y  n o t  c o m p l e t e d  u n t i l  t h e  f o u r t h  M o n d a y  i n  M a y ,  u n d e r  t h e  f i r s t  
i n t e r p r e t a t i o n  o f  i n i t i a l  a s s e s s e d  v a l u e ,  a  t a x  i n c r e m e n t  f i n a n c i n g  p l a n  
a p p r o v e d  o n  F e b r u a r y  1,  1983 w o u l d  e s t a b l i s h  t h e  i n i t i a l  a s s e s s e d  v a l u e  a s
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t h e  s t a t e  e q u a l i z e d  v a l u e  r e l a t i n g  t o  t h e  t a x  d a y  D e c e m b e r  3 1 ,  1981,  s i n c e  
t h a t  w o u l d  b e  t h e  m o s t  r e c e n t  s t a t e  e q u a l i z e d  v a l u e  o n  t h e  a s s e s s m e n t  r o l l  
a s  o f  F e b r u a r y  1,  1983• U n d e r  t h e  s e c o n d  i n t e r p r e t a t i o n ,  t h e  i n i t i a l  
a s s e s s e d  v a l u e  w o u l d  b e  t h e  s t a t e  e q u a l i z e d  v a l u e  a s  o f  D e c e m b e r  3 1 ,  1982 
a s  f i n a l l y  d e t e r m i n e d  b y  t h e  e q u a l i z a t i o n  p r o c e s s  i n  p r o g r e s s  o n  F e b r u a r y  1,  
1983.

S i n c e  t h e  A u t h o r i t y  w o u l d  l i k e  t o  g e t  t h e  l o w e s t  i n i t i a l  a s s e s s e d  
v a l u e  s o  a s  t o  b e  a b l e  t o  c a p t u r e  t h e  l a r g e s t  t a x  i n c r e m e n t ,  a n d  s i n c e  i n i ­
t i a l  a s s e s s e d  v a l u e  u s u a l l y  i n c r e a s e s  o v e r  t i m e ,  t h e  A u t h o r i t y  w o u l d  p r e f e r  
t h e  f i r s t  i n t e r p r e t a t i o n  o f  i n i t i a l  a s s e s s e d  v a l u e .  T h e  o t h e r  t a x  j u r i s ­
d i c t i o n s  w o u l d ,  o f  c o u r s e ,  f a v o r  t h e  s e c o n d  i n t e r p r e t a t i o n  w i t h  t h e  h i g h e r  
i n i t i a l  a s s e s s e d  v a l u e .  T h e  A u t h o r i t i e s / m u n i c i p a l i t i e s  u s e d  e i t h e r  d e f i n i t i o n  
w h e n  i n t e r p r e t i n g  i n i t i a l  a s s e s s e d  v a l u e  a c c o r d i n g  t o  t h e  o r i g i n a l  D D A / T I F A  
l e g i s l a t i o n .  T h i s  c o n f u s i o n  l e d  M i c h i g a n ' s  A t t o r n e y  G e n e r a l  t o  i s s u e  a n  
o p i n i o n  o n  F e b r u a r y  16 ,  1983 w h i c h  d e f i n e s  i n i t i a l  a s s e s s e d  v a l u e  a c c o r d i n g  
t o  t h e  s e c o n d  i n t e r p r e t a t i o n .  S u b s e q u e n t l y ,  o n  J u l y  16 ,  1983 , t h e  T I F A  
l e g i s l a t i o n  v/as a m e n d e d  t o  d e f i n e  i n i t i a l  a s s e s s e d  v a l u e  a c c o r d i n g  t o  t h e  
f i r s t  i n t e r p r e t a t i o n .  T h e r e  h a s  b e e n  n o  a c t i o n  i n  t h e  s t a t e  l e g i s l a t u r e  t o  
a m e n d  t h e  DDA  l e g i s l a t i o n  s o  t h a t  t h e  d e f i n i t i o n  o f  i n i t i a l  a s s e s s e d  v a l u e  
i s  t h e  s a m e  f o r  DDAs  a n d  T I F A s .

T a x  I n c r e m e n t  B o n d s

T h e  a b o v e  d e s c r i p t i o n  o f  t a x  i n c r e m e n t  f i n a n c i n g  h a s  b e e n  c a l l e d  t h e  
" p a y - a s - y o u - g o "  m e t h o d .  T h a t  i s ,  a n  A u t h o r i t y  u s e s  o n l y  t a x  i n c r e m e n t  r e v e n u e s  
f o r  d e v e l o p m e n t ,  p a y i n g  f o r  d e v e l o p m e n t  a s  t h e  r e v e n u e s  b e c o m e  a v a i l a b l e .  B u t  
w h e n  a n  A u t h o r i t y  i s  p l a n n i n g  e x t e n s i v e  r e n e w a l  a c t i v i t i e s  s u c h  a s  b u y i n g  
p r o p e r t y ,  d e m o l i t i o n ,  c l e a r a n c e  a n d  c o n t r u c t i o n  o f  n e w  f a c i l i t i e s ,  t h e  " p a y -  
a s - y o u - g o "  m e t h o d  w o u l d  n o t  p r o v i d e  s u f f i c i e n t  r e v e n u e .  T h e  D D A / T I F A  l e g i s ­
l a t i o n  a l l o w s  A u t h o r i t i e s  t o  i s s u e  t a x  i n c r e m e n t  b o n d s  a n d  m u n i c i p a l i t i e s  t o  
i s s u e  g e n e r a l  o b l i g a t i o n  b o n d s  t o  f i n a n c e  m a j o r  r e d e v e l o p m e n t  p r o g r a m s .

T h e  a m o u n t  o f  b o n d s  w h i c h  t h e  A u t h o r i t y  o r  t h e  m u n i c i p a l i t y  m a y  i s ­
s u e  c a n n o t  e x c e e d  t h a t  a m o u n t  w h i c h  80% o f  t h e  e s t i m a t e d  t a x  i n c r e m e n t  r e v e n u e  
w i l l  s e r v i c e  a s  t o  a n n u a l  p r i n c i p a l  a n d  i n t e r e s t  r e q u i r m e n t s .  I n  t h e  e x a m p l e  
c i t e d  a b o v e ,  t h e  $ 1 2 0 , 000  t a x  i n c r e m e n t  r e v e n u e  i n  t h e  f i r s t  y e a r  w o u l d  p r o ­
v i d e  $ 9 6 , 0 0 0  f o r  a n n u a l  d e b t  r e t i r e m e n t  ( $ 1 2 0 , 0 0 0  x  8 0 % ) .  U s i n g  t h e  h y p o ­
t h e t i c a l  b o n d  t e r m s  o f  8% f o r  30 y e a r s ,  $ 9 6 , 0 0 0  w i l l  f i n a n c e  a  b o n d  o f  a p p r o x ­
i m a t e l y  $1 . 1  m i  11 i o n .

U n d e r  t h e  DDA  l e g i s l a t i o n ,  a  m u n i c i p a l i t y  m a y  b y  r e s o l u t i o n  o f  i t s  
g o v e r n i n g  b o d y  i s s u e  g e n e r a l  o b l i g a t i o n  b o n d s .  F o r  p u r p o s e s  o f  d e t e r m i n i n g



b o n d i n g  c a p a c i t y ,  t h e  e s t i m a t e d  t a x  i n c r e m e n t  r e v e n u e s  a r e  t h o s e  d e t e r m i n e d  
b y  t h e  g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y  i n  t h e  r e s o l u t i o n  a u t h o r i z i n g  t h e  
b o n d s .  S i n c e  t h e  e s t i m a t e  o f  t h e  t a x  i n c r e m e n t  r e v e n u e s  m a y  p r o v e  i n a c c u r a t e ,  
t h e  m u n i c i p a l i t y  m u s t  p l e d g e  i t s  f u l l  f a i t h  a n d  c r e d i t  a s  a d d i t i o n a l  s e c u r ­
i t y  f o r  t h e  b o n d s .  T h i s  m e a n s  t h a t ,  i n  t h e  e v e n t  t h e  t a x  i n c r e m e n t s  a n d  
a n y  o t h e r  f u n d s  p l e d g e d  b y  t h e  m u n i c p a l i t y  a r e  i n s u f f i c i e n t  t o  m e e t  d e b t  
s e r v i c e  p a y m e n t s ,  t h e  m u n i c i p a l i t y  w i l l  m a k e  u p  t h e  d i f f e r e n c e  f r o m  g e n e r a l  
f u n d s  o r  a  l i m i t e d  o r  u n l i m i t e d  t a x  l e v y .

A  DDA c a n  i s s u e  t a x  i n c r e m e n t  b o n d s ,  b u t  t h e y  a r e  n o t  b a c k e d  b y  a  
f u l l  f a i t h  a n d  c r e d i t  p l e d g e  o f  t h e  m u r . ' c i p a l  i t y .  T h u s ,  n e i t h e r  t h e  DDA o.* 
t h e  m u n i c i p a l i t y  i s  u n d e r  l e g a l  o b l i g a t i o n  t o  m a k e  d e b t  s e r v i c e  p a y m e n t s  i f  
t h e  t a x  i n c r e m e n t  r e v e n u e s  a r e  i n s u f f i c i e n t .  T h e  d i s a d v a n t a g e  o f  t h i s  t y p e  
o f  b o n d  i s  t h a t  i f  t h e  DDA  i s  f o r c e d  t o  d e f a u l t  o n  t h e  b o n d ,  t h e  m u n i c i p a l i t y  
w i l l  h a v e  t o  c o m e  u p  w i t h  t h e  m o n e y  t o  m e e t  t h e  d e b t  s e r v i c e  p a y m e n t s  o r  f a c e  
t h e  p o s s i b i l i t y  t h a t  i t s  c r e d i t  r a t i n g  m a y  b e  l o w e r e d .  I n  a d d i t i o n ,  w i t h o u t  
t h e  m u n i c i p a l i t y ' s  f u l l  f a i t h  a n d  c r e d i t  p l e d g e ,  t h e s e  b o n d s  m a y  c a r r y  s u b ­
s t a n t i a l l y  h i g h e r  i n t e r e s t  r a t e s  t o  a t t r a c t  i n v e s t o r s ,  t h u s  i n f l a t i n g  p r o j e c t  
c o s t s .

U n d e r  t h e  T I F A  l e g i s l a t i o n ,  o n l y  t h e  T I F A  c a n  i s s u e  b o n d s  b a c k e d  
b y  t a x  i n c r e m e n t  r e v e n u e s .  I t  c a n  i s s u e  s t r a i g h t  t a x  i n c r e m e n t  b o n d s  w h i c h  
h a v e  n o  f u l l  f a i t h  a n d  c r e d i t  p l e d g e  f r o m  t h e  m u n i c i p a l i t y  ( s a m e  a s  f o r  a  
DDA)  o r  l i m i t e d  o r  u n l i m i t e d  t a x  i n c r e m e n t  b o n d s  w h i c h  a r e  b a c k e d  b y  a  
l i m i t e d  o r  u n l i m i t e d  t a x  l e v y  o f  t h e  m u n i c i p a l i t y .  T h e  b o n d s  b a c k e d  b y  t h e  
m u n i c i p a l i t y  w i l l  b e  e a s i e r  t o  m a r k e t  a n d  h a v e  a  l o w e r  i n t e r e s t  r a t e  t h a n  t h e  
s t r a i g h t  t a x  i n c r e m e n t  b o n d s .  T h e  u n l i m i t e d  t a x  i n c r e m e n t  b o n d s  m u s t  b e  a p ­
p r o v e d  b y  v o t e  o f  t h e  e l e c t o r a t e ,  b u t  t h e y  h a v e  t h e  a d v a n t a g e  t h a t  i f  t h e  t a x  
i n c r e m e n t  r e v e n u e s  a r e  i n s u f f i c i e n t ,  t a x e s  m a y  b e  i m p o s e d  i n  e x c e s s  o f  c h a r ­
t e r  o r  s t a t u t o r y  l i m i t a t i o n s  t o  c o v e r  t h e  d i f f e r e n c e .  A T I F A  w h i c h  i s s u e s  
l i m i t e d  t a x  i n c r e m e n t  b o n d s  c a n  c o u n t  o n  t h e  m u n i c i p a l i t y  t o  l e v y  t a x e s  i n  
a c c o r d a n c e  w i t h  a p p l i c a b l e  s t a t u t o r y  o r  c h a r t e r  l i m i t a t i o n s  i n  c a s e  t h e r e  a r e  
i n s u f f i c i e n t  t a x  i n c r e m e n t  r e v e n u e s .  T h u s ,  a  m u n i c i p a l i t y  t h a t  b a c k e d  t a x  
i n c r e m e n t  b o n d s  w i t h  a  l i m i t e d  t a x  l e v y  m a y  b e  f o r c e d ,  i n  t h e  e v e n t  o f  i n ­
s u f f i c i e n t  t a x  i n c r e m e n t  r e v e n u e s ,  t o  c u r t a i l  p u b l i c  s e r v i c e s  i f  i t  m u s t  
u s e  s o m e  o f  i t s  l i m i t e d  a m o u n t  o f  t a x  r e v e n u e s  t o  s u p p o r t  t h e  T I F A .

N o  m a t t e r  w h a t  b o n d s  a r e  c h o s e n ,  a  m u n i c i p a l i t y  c a n  p u r c h a s e  i n s u r ­
a n c e  f o r  t h e  b o n d s  t h r o u g h  t h e  M u n i c i p a l  B o n d  I n s u r a n c e  A s s o c i a t i o n  o r  t h e  
A m e r i c a n  M u n i c i p a l  B o n d  A s s u r a n c e  C o r p o r a t i o n  a s  a d d i t i o n a l  s e c u r i t y  f o r  i n ­
v e s t o r s .  W i t h  i n s u r a n c e  t h e  b o n d s  w i l l  c a r r y  a  AAA  r a t i n g  f r o m  S t a n d a r d  6 P o o r ' s .

T a x  I n c r e m e n t  F i n a n c i n g  P l a n

T h e  s u c c e s s f u l  u s e  o f  t a x  i n c r e m e n t  f i n a n c i n g  r e q u i r e s  c a r e f u l
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p l a n n i n g .  B y  l a w ,  t h e  A u t h o r i t i e s  m u s t  s u b m i t  a  t a x  i n c r e m e n t  f i n a n c i n g  
p l a n  f o r  a p p r o v a l  t o  t h e  g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y .  T h e  p l a n  
s u b m i t t e d  b y  a  DDA  m u s t  i n c l u d e  t h e  d e v e l o p m e n t  p l a n  ( d e s c r i b e d  a b o v e ) ,  a  
d e t a i l e d  e x p l a n a t i o n  o f  t h e  t a x  i n c r e m e n t  p r o c e d u r e ,  t h e  m a x i m u m  a m o u n t  
o f  b o n d e d  i n d e b t e d n e s s  t o  b e  i n c u r r e d ,  t h e  d u r a t i o n  o f  t h e  p r o g r a m ,  a n d  
a n  a s s e s s m e n t  o f  t h e  e s t i m a t e d  i m p a c t  o f  t a x  i n c r e m e n t  f i n a n c i n g  o n  t h e  
a s s e s s e d  v a l u e  o f  a l l  t a x  j u r i s d i c t i o n s  i n  w h i c h  t h e  d e v e l o p m e n t  a r e a  i s  
l o c a t e d .  T h e  s p e c i f i c a t i o n s  o f  t h e  t a x  i n c r e m e n t  f i n a n c i n g  p l a n  s u b m i t ­
t e d  b y  a  T I F A  w e r e  r e c e n t l y  a m e n d e d  t o  i n c l u d e ,  i n  a d d i t i o n  t o  t h e  r e q u i r e ­
m e n t s  f o r  t h e  DDA  p l a n ,  a  s t a t e m e n t  o f  t h e  r e a s o n s  t h a t  t h e  p l a n  w i l l  r e s u l t  
i n  t h e  d e v e l o p m e n t  o f  c a p t u r e d  a s s e s s e d  v a l u e  w h i c h  c o u l d  n o t  o t h e r w i s e  b e  
e x p e c t e d ,  a n  e s t i m a t e  o f  t h e  c a p t u r e d  a s s e s s e d  v a l u e  a n d  t a x  i n c r e m e n t  
r e v e n u e  f o r  e a c h  y e a r  o f  t h e  p l a n ,  a n d  t h e  a m o u n t  o f  o p e r a t i n g  a n d  p l a n n i n g  
e x p e n d i t u r e s  o f  t h e  T I F A  a n d  m u n i c i p a l i t y  ( i n c l u d i n g  a n y  a d v a n c e s  o r  i n d e b t ­
e d n e s s  m a d e  b y  o t h e r s  t o  b e  r e p a i d  f r o m  t a x  i n c r e m e n t  r e v e n u e s ) .  B o t h  t h e  
DDA  a n d  T I F A  t a x  i n c r e m e n t  f i n a n c i n g  p l a n s  a r e  s u b j e c t  t o  p u b l i c  h e a r i n g  a n d  
a p p r o v a l  b y  t h e  g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y ;  t h e  s a m e  p r o c e d u r e  a s  
f o r  t h e  d e v e l o p m e n t  p l a n .  I n  f a c t ,  t h e  t a x  i n c r e m e n t  f i n a n c i n g  a n d  d e v e l o p ­
m e n t  p l a n s  m a y  b e  a p p r o v e d  s i m u l t a n e o u s l y .

B e f o r e  t h e  p u b l i c  h e a r i n g  o n  t h e  t a x  i n c r e m e n t  f i n a n c i n g  p l a n ,  t h e  
m u n i c i p a l  g o v e r n i n g  b o d y  i s  r e q u i r e d  t o  d i s c u s s  t h e  f i s c a l  a n d  e c o n o m i c  i m ­
p l i c a t i o n s  o f  t h e  p l a n  w i t h  t h e  o t h e r  t a x  j u r i s d i c t i o n s  i n  w h i c h  t h e  d e v e l ­
o p m e n t  i s  l o c a t e d .  A s  a  r e s u l t  o f  t h e s e  d i s c u s s i o n s ,  t h e  A u t h o r i t y  m a y  e n t e r  
i n t o  a g r e e m e n t s  w i t h  t h e  t a x  j u r i s d i c t i o n s  a n d  t h e  g o v e r n i n g  b o d y  o f  t h e  
m u n i c i p a l i t y  t o  s h a r e  a  p o r t i o n  o f  t h e  c a p t u r e d  a s s e s s e d  v a l u e  o f  t h e  d i s t r i c t .

C o m m e n t

F r o m  t h e  a b o v e  d e s c r i p t i o n  o f  t a x  i n c r e m e n t  f i n a n c i n g ,  i t  a p p e a r s  
t h a t  a  m u n i c i p a l i t y  a n d  t h e  A u t h o r i t y  m u s t  h a v e  t h e  m a n p o w e r  t o  c o n d u c t  
t h o r o u g h  s t u d i e s  o f  a  d e v e l o p m e n t  a r e a ' s  n e e d s  a n d  p o t e n t i a l  u s e s .  T h e  
A u t h o r i t .  m u s t  b e  i n  c o n s t a n t  d i a l o g u e  w i t h  m u n i c i p a l  o f f i c i a l s ,  d e v e l o p e r s ,  
l a n d o w n e ' S ,  r e s i d e n t s ,  a l l  t a x  j u r i s d i c t i o n s  a n d  o t h e r  p o t e n t i a l  u s e r s  
o f  t h e  d e v e l o p m e n t  a r e a  t o  g u a r a n t e e  a n  a c c u r a t e  a n d  p o t e n t i a l l y  s u c c e s s f u l  
d e v e l o p m e n t  p l a n  ( e s p e c i a l l y  a s  t h e  t a x  i m p l i c a t i o n s  o f  v a r i o u s  d e v e l o p m e n t  
p r o g r a m s  a r e  e s t i m a t e d ) .  I f  p o s s i b l e ,  t h e  A u t h o r i t y  s h o u l d  g e t  f i r m  c o m m i t ­
m e n t s  f r o m  p r i v a t e  d e v e l o p e r s  p r i o r  t o  t h e  s t a r t  o f  a  p r o j e c t  t o  e n s u r e  a  
s t e a d y  s t r e a m  o f  t a x  i n c r e m e n t  r e v e n u e s .

O t h e r  w o r d s  o f  a d v i c e  c o m e  f r o m  c o m m e n t s  f r o m  m u n i c i p a l i t i e s  a n d  
A u t h o r i t i e s  s u b m i t t e d  a l o n g  w i t h  t h e i r  r e s p o n s e s  t o  t h e  M i c h i g a n  I CMA  s u r v e y :

*  T h e  S t a t e  S c h o o l  A i d  A c t  o f  1973 ( P u b l i c  A c t  N o .  9*0 w a s  r e c e n t l y  a m e n d e d  
s o  t h a t ,  f o r  t h e  p u r p o s e  o f  d e t e r m i n i n g  s t a t e  a i d ,  t h e  v a l u a t i o n  o f  a  s c h o o l  
d i s t r i c t  s h a l l  n o t  i n c l u d e  t h e  c a p t u r e d  a s s e s s e d  v a l u e  i n c l u d e d  i n  a  t a x  
i n c r e m e n t  f i n a n c i n g  p l a n .  B u t  i f  a  s c h o o l  d i s t r i c t  r e c e i v e s  a  p o r t i o n  o f  t h e  
c a p t u r e d  a s s e s s e d  v a l u e ,  t h e  s t a t e  a i d  f u n d s  w i l l  b e  r e d u c e d  b y  t h e  a m o u n t  o f  
t h e  a d d e d  l o c a l  m o n e y .



1.  A d o p t  a  f l e x i b l e  t a x  i n c r e m e n t  f i n a n c i n g  p l a n  t h a t  w i l l  a l l o w  
f o r  c h a n g e s  i n  t h e  d e v e l o p m e n t  s t r a t e g y  a s  t h e  f l o w  o f  t a x  i n c r e m e n t  
r e v e n u e s  b e c o m e s  a p p a r e n t .

2 .  E n c o u r a g e  u t i l i z a t i o n  o f  a l l  o t h e r  a v a i l a b l e  e c o n o m i c  d e v e l o p ­
m e n t  t o o l s  t o  h e l p  g u a r a n t e e  s u f f i c i e n t  r e v e n u e s  t o  f u n d  d e v e l o p m e n t .

3 .  S e l e c t  p r o j e c t  a r e a s  w h e r e  p u b l i c  i m p r o v e m e n t s  a r e  l i k e l y  t o  
e n c o u r a g e  a d d i t i o n a l  p r i v a t e  d e v e l o p m e n t  a n d  t h u s  l a r g e r  t a x  i n c r e ­
m e n t  r e v e n u e s  ( t h e  " r i p p l e  e f f e c t " ) .

A .  C o o r d i n a t e  a n d  s t a g e  l a n d  a c q u i s i t i o n  s o  t h a t  e x i s t i n g  l a n d  u s e  
w i l l  r e m a i n  f o r  a  m a x i m u m  p e r i o d  o f  t i m e  b e f o r e  a n y  r e d e v e l o p m e n t  
t a k e s  p l a c e .  T h i s  m i n i m i z e s  d e p l e t i o n  o f  e x i s t i n g  t a x  r e v e n u e s  w h i c h  
c a n  h a p p e n  i f  a  m u n i c i p a l i t y  b u y s  l a n d  a n d  i s  f o r c e d  t o  " s i t  o n "  t a x -  
e x e m p t  p r o p e r t y  w h i l e  w a i t i n g  f o r  d e v e l o p m e n t  t o  t a k e  p l a c e .

5 .  M i n i m i z e  f r o n t - e n d  c o s t s .  W h e r e  p o s s i b l e ,  r e s e r v e  l a r g e  e x p e n d i ­
t u r e s  u n t i l  t h e  l a t t e r  p a r t  o f  t h e  p r o j e c t  w h e n  t h e  A u t h o r i t y  m a y  b e  
a b l e  t o  c a p t u r e  a n d  l e v e r a g e  t h e  m a x i m u m  t a x  i n c r e m e n t .

6 .  S i n c e  p r o p e r t y  t a x  a b a t e m e n t s  a r e  n o t  p r a c t i c a l  u n d e r  t a x  i n ­
c r e m e n t  f i n a n c i n g ,  w r i t e  d o w n  l a n d  c o s t s  a s  a n  i n d u c e m e n t  t o  b u s i n e s s  
l o c a t i o n .

7 .  T i m e  d e v e l o p m e n t  s o  t h a t  t h e  t a x  b a s e  i s  f r o z e n  a t  t h e  l o w e s t  
p o s s i b l e  l e v e l .

8 .  R e v i e w  c u r r e n t  s t r a t e g y  r e g u l a r l y  a n d  m a k e  n e c e s s a r y  a d j u s t m e n t s .

T a x  i n c r e m e n t  f i n a n c i n g  c a n  b e  u s e d  t o  p r o v i d e  s i g n i f i c a n t  c a p i t a l  
t o  s o m e  t y p e s  o f  d e v e l o p m e n t  p r o j e c t s  w h i c h  a r e  e c o n o m i c a l l y  f e a s i b l e  ( i . e . ,  
c a p a b l e  o f  a t t r a c t i n g  b o n d  i n v e s t o r s )  a n d  c a n  e v e n t u a l l y  h a l t  t h e  d e t e r i o r ­
a t i o n  o f  p r o p e r t y  v a l u e s  i n  a  c o m m u n i t y .  B u t  t h e  p r o c e d u r e  h a s  t h e  p o t e n t i a l  
f o r  a b u s e .  F o r  e x a m p l e ,  A u t h o r i t i e s  c a n  d e s i g n a t e  l a r g e  s e c t i o n s  o f  a  m u n i ­
c i p a l i t y  t o  c a p t u r e  t a x  i n c r e m e n t s  w h i c h  m a y  n o t  b e  a t t r i b u t a b l e  t o  t h e  p u b l i c  
i n v e s t m e n t  f i n a n c e d  b y  t h e  t o o l .  W h e n  t o o  m u c h  o f  t h e  l o c a l  t a x  b a s e  i s  f r o ­
z e n ,  t h i s  m a y  p l a c e  u n r e a s o n a b l e  b u r d e n s  o n  t h e  d e l i v e r y  o f  c i t y  s e r v i c e s .
T h e  M i c h i g a n  I C M A  s u r v e y  r e v e a l e d  t h a t  a l l  t h e  DDAs  t h a t  u s e d  t a x  i n c r e ­
m e n t  f i n a n c i n g  l i m i t e d  t h e  s i z e  o f  t h e  d o w n t o w n  d i s t r i c t  t o  a p p r o x i m a t e l y  
5% o f  t h e  m u n i c i p a l i t y ' s  t o t a l  a r e a .  T I F A  d i s t r i c t s  w e r e  s l i g h t l y  l a r g e r ,
6 o f  t h e  7 T I F A  d i s t r i c t s  a c c o u n t e d  f o r  l e s s  t h a n  10% o f  t h e  m u n i c i p a l i t y ' s  
a r e a  w h i l e  1 d i s t r i c t  w a s  19% o f  t o t a l  a r e a .  T h e  T I F A  d i s t r i c t s  m a y  b e  
l a r g e r  b e c a u s e  t h e y  a r e  n o t  r e s t r i c t e d  t o  t h e  d o w n t o w n  a r e a .



S o m e  a b u s e s  o f  t a x  i n c r e m e n t  f i n a n c i n g  h a v e  a r i s e n  i n  M i c h i g a n  
a n d  o t h e r  s t a t e s .  O n e  c o m m o n  p r o b l e m  h a s  b e e n  t h e  i n d e f i n i t e  e x t e n s i o n  o f  
a  t a x  i n c r e m e n t  f i n a n c i n g  p l a n  s o  t h a t  t h e  b e n e f i t s  o f  t h e  p r o g r a m  a r e  
n e v e r  r e t u r n e d  t o  t h e  c o m m u n i t y  a s  a  w h o l e .  T h i s  m a y  c a u s e  p r o b l e m s  i n  
m a i n t a i n i n g  c u r r e n t  s e r v i c e  l e v e l s  o r  a c c o m m o d a t i n g  i n c r e a s e d  s e r v i c e  n e e d s  
i n  t h e  d e v e l o p m e n t  a r e a .  A n o t h e r  p r o b l e m  t h a t  h a s  a p p e a r e d  c o n c e r n s  t h e  
s o c i a l  d e s i r a b i l i t y  o f  d e v e l o p m e n t .  F o r  e x a m p l e ,  a n  A u t h o r i t y  i n  a n  e f f o r t  
t o  c a p t u r e  l a r g e  t a x  i n c r e m e n t  r e v e n u e s ,  m a y  e n c o u r a g e  d e v e l o p m e n t  o f  c o m ­
m e r c i a l / i n d u s t r i a l  p r o j e c t s  r a t h e r  t h a n  m o r e  s o c i a l l y  d e s i r a b l e  p r o j e c t s  
s u c h  a s  h o u s i n g  o r  p a r k l a n d s  w h i c h  h a v e  l o w e r  t a x  v a l u e s .

O n e  p r o b l e m  i n  M i c h i g a n  c o n c e r n s  t h e  DDA  i n  P o n t i a c  T o w n s h i p .
T h a t  DDA c r e a t e d  a  d o w n t o w n  d e v e l o p m e n t  a r e a  o f  m o s t l y  r u r a l  l a n d  i n  o r d e r  
t o  b r i n g  450 b a n k  e m p l o y e e s  f r o m  C o m e r i c a ' s  d o w n t o w n  D e t r o i t  c o m p u t e r  o p e r a ­
t i o n s  c e n t e r .  T h i s  t y p e  o f  p r o j e c t  c l e a r l y  w a s  n o t  i n t e n d e d  b y  t h e  s p o n s o r s  
o f  t h e  DDA  l e g i s l a t i o n  a n d  H o u s e  B i l l  N o .  4547 i s  m o v i n g  t h r o u g h  t h e  l e g i s ­
l a t u r e  n o w  t o  h a l t  t h i s  t y p e  o f  a b u s e .

S u r v e y  R e s u l t s

W i t h  a  w i d e  v a r i e t y  o f  f i n a n c i a l  t o o l s  a v a i l a b l e  t o  M i c h i g a n  
A u t h o r i t i e s  a n d  m u n i c i p a l i t i e s ,  h o w  h a v e  t h e y  c h o s e n  t o  f i n a n c e  d e v e l o p m e n t ?  
T a b l e  4 p r e s e n t s  t h e  r e s u l t s  o f  t h e  M i c h i g a n  I C MA  s u r v e y  f o r  t h e  49 D D A s  
a n d  12 T I F A s  w h o  c o l l e c t e d  f u n d s  a t  t h e  t i m e  o f  t h e  s u r v e y .

T a b l e  4 r e v e a l s  t h a t  A u t h o r i t i e s  u s e d  m a n y  d i f f e r e n t  t y p e s  o f  
f i n a n c i n g .  T h i s  h e l p s  i n s u r e  a  s t e a d i e r  s t r e a m  o f  r e v e n u e  t h a n  i f  o n e  t y p e  
o f  f i n a n c i n g  h a d  b e e n  u s e d .  V e r y  f e w  A u t h o r i t i e s  i s s u e d  b o n d s .  T h i s  m a y  
b e  d u e  t o  t h e  n e w n e s s  o f  t h e  b o n d s ,  t h a t  i s ,  t h e  b o n d  m a r k e t  h a s  n o t  b e e n  
s u f f i c i e n t l y  t e s t e d  f o r  s o m e  o f  t h e s e  b o n d s  s o  t h a t  A u t h o r i t i e s / m u n i c i p a l i t i e s  
w e r e  h e s i t a n t  t o  i s s u e  t h e m  f e a r i n g  i n f l a t e d  c o s t s .

T h e  M i c h i g a n  I CM A  s u r v e y  a l s o  r e q u e s t e d  s p e c i f i c  i n f o r m a t i o n  
a b o u t  s o m e  o f  t h e  f i n a n c i a l  t o o l s .  F o r  e x a m p l e ,  80% o f  t h e  A u t h o r i t i e s  
r e c e i v e d  d o n a t i o n s  f r o m  b u s i n e s s  p e r s o n s ,  40% f r o m  r e s i d e n t s ,  36% f r o m  
f o u n d a t i o n s ,  28% f r o m  d o w n t o w n  m e r c h a n t s  a s s o c i a t i o n s ,  12% f r o m  c o m m u n i t y  
s e r v i c e  c l u b s ,  a n d  12% f r o m  t h e  C h a m b e r  o f  C o m m e r c e .

A s  f o r  t h e  u s e  o f  b o n d s ,  o f  t h e  10 A u t h o r i t i e s / m u n i c i p a l i t i e s  w h o  
c h o s e  t o  i s s u e  b o n d s ,  5 p u r c h a s e d  i n s u r a n c e .  I n  a d d i t i o n ,  6 o f  t h e  b o n d  
i s s u e r s  c l a i m e d  t o  h a v e  s u f f i c i e n t  t a x  i n c r e m e n t  r e v e n u e s  t o  s e r v i c e  t h e  
a n n u a l  p r i n c i p a l  a n d  i n t e r e s t  p a y m e n t s  o n  t h e  b o n d s ,  3 w e r e  n o t  s u r e  y e t ,  
a n d  t h e  c i t y  o f  B u c h a n a n  h a d  i n s u f f i c i e n t  r e v e n u e  t o  s e r v i c e  i t s  D D A ' s  r e v e ­
n u e  b o n d s .  N o n e  o f  t h e  A u t h o r i t i e s / m u n i c i p a l i t i e s  h a v e  r e f u n d e d  o r  d e f a u l t e d  
o n  a n y  o f  t h e i r  b o n d  o b l i g a t i o n s .



TABLE k
FINANCING DEVELOPMENT

DDA1s T IF A 's
T y p e  o f  F i n a n c i n g N o . % * N o . % *

A d  v a l o r e m  t a x 23 k n N o t  a p p l i c a b l e
D o n a t i o n s 22 3 25%
F e d e r a l  g r a n t s / l o a n s 15 31% 4 33%
T a x  i n c r e m e n t  r e v e n u e s 1 ^ 29% 8 66%
M u n i c i p a l  f u n d s / l o a n s 9 18% 3 25%
P r o c e e d s  f r o m  a  s p e c i a l  a s s e s s m e n t  d i s t r i c t 7 14% 1 8%
P r i v a t e  f i n a n c i n g k QQ,0«t> - -
B a n k  l o a n s k 8% 1 8%
S t a t e  g r a n t s / l o a n s 3 6% 3 25%
R e v e n u e  f r o m  A u t h o r i t y 1s  p r o p e r t y 3 6% - -
L i m i t e d  t a x  g e n e r a l  o b l i g a t i o n  b o n d s 2 h% 1 8%
L i m i t e d  t a x  i n c r e m e n t  b o n d s 1 2% 1 8%
U n l i m i t e d  t a x  i n c r e m e n t  b o n d s 1 2% - -
S t r a i g h t  t a x  i n c r e m e n t  b o n d s 1 2% - -
R e v e n u e  b o n d s  i s s u e d  b y  A u t h o r i t y 1 2% - -
T a x  a n t i c i p a t i o n  n o t e s 1 2% - -
I n d u s t r i a l  r e v e n u e  b o n d s  i s s u e d  b y  A u t h o r i t y 1 2% - -

*  P e r c e n t a g e s  d o  n o t  a d d  t o  100 a s  A u t h o r i t i e s  m a y  h a v e  u s e d  m o r e  t h a n  
o n e  t y p e  o f  f i n a n c i n g .

F i n a l l y ,  7 o f  t h e  19 m u n i c i p a l i t i e s  w h o  c o l l e c t e d  t a x  i n c r e m e n t  
r e v e n u e s  c h o s e  t o  s h a r e  t h o s e  r e v e n u e s  w i t h  o t h e r  t a x  j u r i s d i c t i o n s .  T h i s  
w a s  d o n e  e i t h e r  b y  g r a n t i n g  o n l y  t h e  t a x  i n c r e m e n t s  r e s u l t i n g  f r o m  n e w  c o n ­
s t r u c t i o n  i n  t h e  d e v e l o p m e n t  a r e a  t o  t h e  A u t h o r i t i e s ,  o r  g r a n t i n g  o n l y  a 
c e r t a i n  p e r c e n t a g e  o f  t h e  r e v e n u e s  t o  t h e  A u t h o r i t y ,  o r  e x c l u d i n g  t h e  r e v e n u e s  
o f  c e r t a i n  t a x  j u r i s d i c t i o n s  s u c h  a s  c o u n t i e s  f r o m  t h e  d e t e r m i n a t i o n  o f  c a p t u r e d  
a s s e s s e d  v a l u e . * *

* *  U n f o r t u n a t e l y ,  t h e  m a j o r i t y  o f  s u r v e y  r e s p o n d e n t s  a n s w e r e d  t h e  s u r v e y  
q u e s t i o n  r e q u e s t i n g  i n f o r m a t i o n  o n  t h e  g r o w t h  o f  t a x  i n c r e m e n t  r e v e n u e s  w i t h  
d a t a  f o r  o n l y  1 y e a r  o f  i n c r e a s e  ( o f t e n  b e c a u s e  t h e  m u n i c i p a l i t i e s  h a d  o n l y  
b e e n  c o l l e c t i n g  r e v e n u e s  f o r  1 y e a r ) .  T h u s ,  n o  e s t i m a t e  c a n  b e  m a d e  a s  t o  
t h e  t r e n d  o f  g r o w t h  o f  t a x  i n c r e m e n t  r e v e n u e s  i n  M i c h i g a n  a n d  t h e i r  p o t e n t i a l  
a s  a  r e v e n u e  s o u r c e .

16



DEVELOPMENT ACTIVITIES

A f t e r  c a r e f u l  p l a n n i n g ,  t h e  A u t h o r i t y  s h o u l d  b e  r e a d y  t o  p r o ­
c e e d  w i t h  d e v e l o p m e n t .  O f  t h e  63 DDA s  s u r v e y e d  b y  t h e  M i c h i g a n  I C M A ,
28 h a d  s t a r t e d  d e v e l o p m e n t  a c t i v i t i e s  w h i l e  35 h a d  n o t  a t  t h e  t i m e  o f  t h e  
s u r v e y .  O f  t h e  35 D D A s  t h a t  w e r e  n o t  a c t i v e ,  27 h a d  b e e n  c r e a t e d  b e t w e e n  
1980 a n d  1982 a n d  o f  t h o s e  2 7 ,  21 w e r e  s t i l l  d r a f t i n g  d e v e l o p m e n t  p l a n s  
a t  t h e  t i m e  o f  t h e  s u r v e y .  O t h e r  r e a s o n s  g i v e n  f o r  l a c k  o f  d e v e l o p m e n t  
a c t i v i t y  i n c l u d e d  t h e  l a c k  o f  a  c o m m i t t e d  d e v e l o p e r  (10 D D A s ) ,  p o o r  e c o ­
n o m i c  c o n d i t i o n s  w h i c h  m a d e  d e v e l o p m e n t  t o o  e x p e n s i v e  t o  f i n a n c e  ( 9 ) ,  l a c k  
o f  s u f f i c i e n t  f u n d i n g  (3)  a n d  o p p o s i t i o n  o f  b u s i n e s s e s / r e s i d e n t s  t o  d e v e l o p ­
m e n t  ( 2 ) .  T h e s e  l a t t e r  r e a s o n s  i l l u s t r a t e  h o w  i m p o r t a n t  i t  i s  f o r  A u t h o r i t i e s  
t o  l i n e  u p  p r i v a t e  d e v e l o p e r s ,  a d e q u a t e  f u n d i ' . g  a n d  c o m m u n i t y  s u p p o r t  b e f o r e  
p r o c e e d i n g  w i t h  d e v e l o p m e n t .

A s  f o r  t h e  T I F A s ,  11 o f  t h e  20 s u r v e y  r e s p o n d e n t s  h a d  u n d e r t a k e n  
d e v e l o p m e n t  a c t i v i t i e s  a t  t h e  t i m e  o f  t h e  s u r v e y .  O f  t h e  9 i n a c t i v e  T I F A s ,  
a l l  h a d  b e e n  r e c e n t l y  e s t a b l i s h e d  ( I 98 I - 83) a n d  6 o f  t h e m  w e r e  s t i l l  
d r a f t i n g  d e v e l o p m e n t  p l a n s .  O t h e r  r e a s o n s  f o r  i n a c t i o n  i n c l u d e d  n o  c o m m i t ­
t e d  p r i v a t e  d e v e l o p e r  (2 T I F A s ) ,  p o o r  e c o n o m i c  c o n d i t i o n s  ( l )  a n d  a w a i t i n g  
t a x  i n c r e m e n t  r e v e n u e s  ( 2 ) .

P u b l i c  D e v e l o p m e n t  P r o j e c t s

T a b l e  5 s h o w s  t h e  t y p e  o f  p u b l i c  i m p r o v e m e n t s  u n d e r t a k e n  b y  t h e  
28 D D A s  a n d  11 T I F A s  a c t i v e  a t  t h e  t i m e  o f  t h e  s u r v e y .  T h e  t a b l e  s h o w s  
t h e  w i d e  v a r i e t y  o f  p u b l i c  i m p r o v e m e n t s  u n d e r t a k e n  b y  DDAs  a n d  T I F A s .  O n e  
s t r i k i n g  d i f f e r e n c e  b e t w e e n  t h e  A u t h o r i t i e s  i s  t h a t  D D A s ,  a s  e x p e c t e d  b e ­
c a u s e  o f  t h e i r  d o w n t o w n  l o c a t i o n s ,  t e n d e d  t o  u n d e r t a k e  d e v e l o p m e n t  a c t i v i t i e s  
t h a t  u p g r a d e  a n  e s t a b l i s h e d  a r e a  t h r o u g h  b e a u t i f i c a t i o n ,  c o n s t r u c t i o n  o r  
r e p a i r  o f  s t r e e t s ,  s i d e w a l k s ,  c o m m e r c i a l / o f f i c e  s p a c e  o r  p a r k s  w h e r e a s  T I F A s  
c o n c e n t r a t e d  o n  d e v e l o p m e n t  o f  a r e a s  f o r  i n d u s t r i a l  u s e .  T h i s  i l l u s t r a t e s  
t h a t  a  m u n i c i p a l i t y  s h o u l d  b e  v e r y  c l e a r  a b o u t  i t s  d e v e l o p m e n t  n e e d s  b e f o r e  
e s t a b l i s h i n g  e i t h e r  A u t h o r i t y  b e c a u s e  t h e  DDA s  w e r e  i n t e n d e d  t o  o p e r a t e  o n l y  
i n  d o w n t o w n  a r e a s  w h e r e a s  T I F A s  c a n  d e v e l o p  a n y  l a n d  a r e a  i n  a  m u n i c i p a l i t y .



TABLE 5

PUBLIC IMPROVEMENTS

DDA's T IF A 's
A c t i  v i  t y No. i N o . 2

B e a u t i  f i c a t i o n  
f a c a d e  r e n o v a

( l i g h t i n g ,  l a n d s c a p i n g ,  
t i o n ) 20 712* 2 182

L a n d  a s s e m b l y 15 542 4 362
D e m o l i  t i o n 14 502 2 182
S i  t e  p r e p a r a t i o n 14 502 5 452
C o n s t r u c t i o n  o s i d e w a l k s ,  c u r b s  o r  g u t t e r s 13 462 1 92
C o n s t r u c t i o n  o s t r e e t s / b r i d g e s 13 462 6 552
C o n s t r u c t i o n  o p a r k i n g  f a c i 1 i t i e s 13 462 1 92
R e l o c a t i o n  o f  b u s i n e s s e s / r e s i d e n t s 11 39% 2 182
C o n s t r u c t i o n  o p l a z a s / p e d e s t r i a n  m a l l s 7 252 - -
C o n s t r u c t i o n  o p a r k s 6 212 1 92
1n s t a 1 l a t i o i  o u t i 1 i t i e s 4 142 4 362
C o n s t r u c t i o n  o h o u s i  n g 4 142 1 92
C o n s t r u c t i o n  o m a s s  t r a n s ' t  f a c i l i t i e s 3 112 - -
C o n s t r u c t i o n  o r e c r e a t i o n a l  f a c i l i t i e s 3 112 - -
C o n s t r u c t i o n  o w a t e r f r o n t  f a c i l i t i e s 3 112 - -
C o n s t r u c t i o n  o o f f i c e ( s ) 3 112 - -
L a n d  c o s t  m a r k d o w n 2 72 1 92
C o n s t r u c t i o n  o i n d u s t r i a l  p a r k 2 72 5 452
C o n s t r u c t i o n  o m a n u f a c t u r i n g  f a c i l i t i e s - - 4 362
C o n s t r u c t i o n  o s t o r e ( s ) 1 42 - -
1n s t a 1 l a t i o n  o w a t e r  & s e w e r  s e r v i c e 1 42 5 452
C o n s t r u c t i o n  o m e e t i n g  f a c i 1 i t y 1 42 - -
C o n s t r u c t i o n  o f i  r e  s t a t i o n 1 42 - -
C o n s t r u c t i o n  o 1 i b r a r y 1 42 - -
C o n s t r u c t i o n  o h e a l t h  c e n t e r 1 42 - -
C o n s t r u c t i o n  o t h e a t e r 1 42 - -
C o n s t r u c t i o n  o s e n i o r  c i t i z e n s '  c e n t e r 1 42 - -
C o n s t r u c t i o n  o w i l d e r n e s s  p r e s e r v e - - 1 92

*  P e r c e n t a g e s  d o  n o t  a d d  t o  100 b e c a u s e  A u t h o r i t i e s  o f t e n  p e r f o r m e d  m o r e  
t h a n  o n e  p u b l i c  i m p r o v e m e n t .
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Private: Development P r o je c ts

T h e  M i c h i g a n  I C M A  s u r v e y  a l s o  r e q u e s t e d  i n f o r m a t i o n  o n  t h e  
a c t i v i t i e s  u n d e r t a k e n  b y  p r i v a t e  d e v e l o p e r s  w h o  w o r k e d  w i t h  a n  A u t h o r i t y .  
D u r i n g  t h e  p l a n n i n g  s t a g e s  o f  d e v e l o p m e n t ,  9 o f  t h e  26 a c t i v e  DDA s  w h o  
w o r k e d  w i t h  a  p r i v a t e  d e v e l o p e r  s i g n e d  a g r e e m e n t s  w i t h  t h e  d e v e l o p e r  t o  
e n s u r e  t h e  d e v e l o p e r ' s  c o m m i t m e n t  t o  t h e  d e v e l o p m e n t  p r o g r a m .  O f  t h e  11 
a c t i v e  T I F A s ,  o n l y  6 w o r k e d  w i t h  p r i v a t e  d e v e l o p e r s  a n d  o f  t h o s e  6 ,  o n l y  
2 s i g n e d  a g r e e m e n t s  w i t h  d e v e l o p e r s .  A n d  o f  t h e  32 A u t h o r i t i e s  w h o  w o r k ­
e d  w i t h  p r i v a t e  d e v e l o p e r s ,  t h e  m a j o r i t y  (19)  s a w  t h e  p r i v a t e  d e v e l o p m e n t  
a c t i v i t e s  s t a r t  w i t h i n  6 m o n t h s  a f t e r  t h e  i n t r o d u c t i o n  o f  p u b l i c  i m p r o v e ­
m e n t s .  O f  t h e  r e m a i n i n g  A u t h o r i t i e s ,  6 s a w  p r i v a t e  a c t i v i t y  b y  t h e  e n d  
o f  t h e  f i r s t  y e a r ,  A w i t h i n  2 y e a r s  a n d  3 w i t h i n  3 y e a r s .

T a b l e  6 s h o w s  t h e  t y p e  o f  a c t i v i t i e s  u n d e r t a k e n  b y  p r i v a t e  d e v e l ­
o p e r s .  A s  e x p e c t e d ,  t h e  p r i v a t e  d e v e l o p e r s  w h o  w o r k e d  w i t h  DDA s  w e r e  
r e s p o n s i b l e  f o r  t h e  c o n s t r u c t i o n  o f  s t o r e s ,  p a r k i n g  f a c i l i t i e s ,  o f f i c e s  
a n d  b e a u t i f i c a t i o n  a c t i v i t i e s .  S o m e  p r i v a t e  d e v e l o p e r s  a l s o  g o t  i n v o l v e d  
w i t h  p u b l i c  i m p r o v e m e n t s  n o r m a l l y  a s s o c i a t e d  w i t h  DDAs  s u c h  a s  l a n d  a s s e m ­
b l y ,  s i t e  p r e p a r a t i o n ,  d e m o l i t i o n  a n d  b u s i n e s s / r e s i d e n t  r e l o c a t i o n .  T h e  
m o s t  s t r i k i n g  f a c t  a b o u t  t h e  r e l a t i o n s h i p  b e t w e e n  T I F A s  a n d  p r i v a t e  d e v e l ­
o p e r s  i s  t h a t  o n l y  6 o f  t h e  11 T I F A s  c h o s e  t o  w o r k  w i t h  p r i v a t e  d e v e l o p e r s .  
I n  f a c t ,  t h e  T I F A s  a n d  p r i v a t e  d e v e l o p e r s  s e e m e d  t o  h a v e  p e r f o r m e d  e s s e n ­
t i a l l y  t h e  s a m e  a c t i v i t e s .  T h i s  m a y  b e  d u e  t o  t h e  f a c t  t h a t  T I F A s  a r e  
l o c a t e d  p r i m a r i l y  i n  l a r g e r  m u n i c i p a l i t i e s  a n d  m a y  b e  a b l e  t o  d r a w  o n  t h e  
m u n i c i p a l i t i e s '  i n d u s t r i a l  p l a n n i n g  c a p a b i l i t i e s .

R e l o c a t i o n  o f  B u s i n e s s e s / R e s i d e n t s

T h e  M i c h i g a n  I C M A  s u r v e y  a l s o  c o l l e c t e d  i n f o r m a t i o n  w i t h  r e s p e c t  
t o  t h e  r e l o c a t i o n  o f  b u s i n e s s e s / r e s i d e n t s  b e c a u s e  o f  d e v e l o p m e n t  a c t i v i t i e s .  
E i g h t e e n  o f  t h e  32 a c t i v e  A u t h o r i t i e s  r e l o c a t e d  p e o p l e ,  b u t  e x c e p t  f o r  P o r t  
H u r o n ' s  DDA  w h i c h  r e l o c a t e d  25 b u s i n e s s e s  a n d  i t s  T I F A  w h i c h  r e l o c a t e d  5 
b u s i n e s s e s  a n d  100 r e s i d e n t s ,  t h e  a v e r a g e  n u m b e r  o f  b u s i n e s s e s  r e l o c a t e d  w a s  
2 a n d  t h e  a v e r a g e  n u m b e r  o f  r e s i d e n t s  w a s  3 .  S i x t e e n  o f  t h e  18 A u t h o r i t i e s  
p r o v i d e d  f i n a n c i a l ,  n o n - f i n a n c i a l  o r  b o t h  t y p e s  o f  a s s i s t a n c e  t o  r e l o c a t e d  
p e r s o n s .  A s  i t  t u r n e d  o u t ,  t h e  m u n i c i p a l i t i e s  w e r e  e q u a l l y  l i k e l y  t o  p r o ­
v i d e  r e l o c a t i o n  a s s i s t a n c e  a s  t h e  A u t h o r i t i e s ,  a l t h o u g h  t h e  m u n i c i p a l i t i e s  
w e r e  m o r e  l i k e l y  t o  p r o v i d e  f i n a n c i a l  a s s i s t a n c e  v / h i l e  t h e  A u t h o r i t i e s  w e r e  
e q u a l l y  l i k e l y  t o  p r o v i d e  f i n a n c i a l ,  n o n - f i n a n c i a l  o r  b o t h  t y p e s  o f  a s s i s ­
t a n c e .  N o  d i s t i n c t i o n  w a s  m a d e  a s  t o  t h e  t y p e s  o f  a s s i s t a n c e  o f f e r e d  t o  
b u s i n e s s e s  c r  r e s i d e n t s  b y  A u t h o r i t i e s  o r  m u n i c i p a l i t i e s .
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TABLE 6 

PRIVATE IMPROVEMENTS

Worked with Worked with 
DDA TIFA

Act i vity No. 1 _ No. %_

Construction of store(s) 18 63%* «.

Construction of parking fa c il it ies 10 3S% 1 11%
Beauti fication 9 35% 1 11%
Construction of o ffice (s ) 9 35% 1 11%
Land assembly 8 31% 1 11%
Si te preparation 7 21% 3 50%
Relocation of businesses/residents 5 13% 1 11%
Demoli tion 5 13% 1 11%
Construction of sidewalks k 15% - -
Construction of hotel 3 12% - -
Land cost mark down 2 8% 1 11%
Construction of industrial park 2 8% 1 11%
Construction of manufacturing fa c il it ies - - 2 33%
Construction of parks 2 0% 1 11%
Construction of streets/bridges 1 k% - -
Installation of u t i l i t ie s 1 h% - -
Installation of water & sewer service 1 U% - -
Construction of health care center 1 h% - -
Construction of restaurant/bank 1 h% 1 11%
Construction of theme park 1 b% - -
Construction of tourist information center 1 k% - -

* Percentages do not add to 100 because developers often performed more than 
one activi ty.
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C O N C L U S I O N

A l t h o u g h  t h e  f i r s t  DDA  w a s  e s t a b l i s h e d  i n  1975 a n d  t h e  f i r s t  T I F A  
i n  1981 ,  b o t h  t y p e s  o f  A u t h o r i t i e s  h a v e  b e e n  s l o w  t o  i n i t i a t e  d e v e l o p m e n t  
a c t i v i t i e s .  W h i l e  t h i s  m a y  b e  g o o d  f o r  m u n i c i p a l i t i e s ,  i n d i c a t i n g  c a r e f u l  
p l a n n i n g  a n d  c a u t i o n  o n  t h e  p a r t  o f  t h e  A u t h o r i t i e s ,  i t  h a s  m e a n t  t h a t  t h e  
s u r v e y  r e s u l t s  o f  t h e  M i c h i g a n  I C M A  s t u d y  h a v e  b e e n  l i m i t e d .  N e v e r t h e l e s s ,  
w h a t  h a s  b e e n  r e v e a l e d  t o  d a t e  i s  t h a t  M i c h i g a n  m u n i c i p a l i t i e s  h a v e  s u c c e s s ­
f u l l y  u s e d  D D A s  a n d  T I F A s  t o  s p u r  d e v e l o p m e n t  a c t i v i t i e s  t o  r e g e n e r a t e  
a i l i n g  d o w n t o w n  d i s t r i c t s  o r  o t h e r  u n d e r u t i l i z e d  a r e a s  o f  a  m u n i c i p a l i t y .
S o  f a r ,  o n l y  a  s m a l l  n u m b e r  o f  c o m m u n i t i e s  h a v e  b e e n  u n a b l e  t o  s t a r t  o r  c o m ­
p l e t e  d e v e l o p m e n t  a c t i v i t i e s  b e c a u s e  o f  p o o r  p l a n n i n g  o r  l a c k  o f  p r i v a t e  
s e c t o r  i n v o l v e m e n t .  I t  i s  h o p e d  t h a t  a s  t h e  n a t i o n a l  e c o n o m i c  r e c o v e r y  t a k e s  
h o l d  i n  M i c h i g a n ,  m o r e  p r i v a t e  d e v e l o p e r s  w i l l  r e c o g n i z e  t h e  a b u n d a n t  r e ­
s o u r c e s  i n  M i c h g i a n  a n d  t a k e  a d v a n t a g e  o f  t h e  i n c e n t i v e s  o f f e r e d  b y  DDAs  a n d  
T I F A s  t o  l o c a t e  a n d  e x p a n d  i n  t h e  s t a t e .

A s  f o r  t h e  u s e  o f  t a x  i n c r e m e n t  f i n a n c i n g  i n  M i c h i g a n ,  t h e  v a s t  
m a j o r i t y  o f  m u n i c i p a l i t i e s  h a v e  b e e n  a b l e  t o  u s e  t a x  i n c r e m e n t  r e v e n u e s  s u c ­
c e s s f u l l y  a s  o n e  s o u r c e  o f  r e v e n u e  t o  f u n d  d e v e l o p m e n t  a c t i v i t i e s .  T h e  i m p o r ­
t a n t  p o i n t  i s  t h a t  m u n i c i p a l i t i e s  s h o u l d  n o t  r e l y  s o l e l y  o n  t a x  i n c r e m e n t  
r e v e n u e s  t o  f u n d  d e v e l o p m e n t  s i n c e  t h e r e  i s  n o  g u a r a n t e e  o n  t h e  a m o u n t  o f  
r e v e n u e s  o r  t h e  s p e e d  w i t h  w h i c h  t h e y  w i l l  a c c u m u l a t e .  W h i l e  t h e  p o t e n t i a l  
o f  t a x  i n c r e m e n t  f i n a n c i n g  a s  a n  e c o n o m i c  d e v e l o p m e n t  t o o l  i s  e n o r m o u s ,  t h e  
r i s k  a n d  a b u s e s  a s s o c i a t e d  w i t h  i t s  u s e  d e m a n d  c a r e f u l  p l a n n i n g  a n d  a n a l y s i s  
p r i o r  t o  i m p l e m e n t a t i o n .  M u n i c i p a l i t i e s  a r e  a l s o  a d v i s e d  t o  k e e p  a b r e a s t  o f  
l e g i s l a t i v e  c h a n g e s  r e l a t i n g  t o  t a x  i n c r e m e n t  f i n a n c i n g  w h i c h  w i l l  b e  c o n s i d e r ­
e d  b y  t h e  s t a t e  l e g i s l a t u r e  a s  t h e  u s e  o f  t a x  i n c r e m e n t  f i n a n c i n g  i n c r e a s e s .
A s  o t h e r  s t a t e s  w i t h  l o n g e r  e x p e r i e n c e  w i t h  t a x  i n c r e m e n t  f i n a n c i n g  s u c h  a s  
C a l i f o r n i a  ( 1 9 5 1 ) ,  O r e g o n  ( 1 9 6 5 ) , U t a h  (1965)  a n d  M i n n e s o t a  (1969)  w o r k e d  o u t  
t h e  " b u g s "  i n  t h e i r  i m p l e m e n t a t i o n  o f  t a x  i n c r e m e n t  f i n a n c i n g ,  s o  w i l l  M i c h i g a n .

I n  a  s e n s e ,  M i c h i g a n  m u n i c i p a l i t i e s  a r e  b e i n g  f o r c e d  t o  r e l y  o n  
n e w  f i n a n c i a l  t o o l s  t o  r e v i t a l i z e  t h e i r  c o m m u n i t i e s  a s  f e d e r a l  f u n d s  f o r  l o c a l  
d e v e l o p m e n t  d i s a p p e a r .  T a x  i n c r e m e n t  f i n a n c i n g  i s  o n e  o f  t h e s e  n e w  t o o l s ,  
a n d  i t  i s  h o p e d  t h a t  t h i s  r e p o r t  w i l l  e n c o u r a g e  m u n i c i p a l i t i e s  t o  w o r k  t o g e t ­
h e r  a n d  s h a r e  i n f o r m a t i o n  i n  a n  e f f o r t  t o  e n h a n c e  t h e  u s e  o f  t a x  i n c r e m e n t  
f i n a n c i n g  f o r  t h e  b e n e f i t  o f  a l l  m u n i c i p a l i t i e s .
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; y  Octo be r 13, 1987

R e p r e s e n t a t i v e  Curt M e n a r d  
A l a s k a  H o u s e  o f  R ep re sentatives 
351 W, S w a n s o n  Avenue, Suite 1 
W a s i l l a ,  A l a s k a  99687

Re: D r a f t  b i l l  relating to d e v e l o p m e n t  of mu n ic ip al it ie s
(tax in cr em en t financing)

D e a r  R e p r e s e n t a t i v e  Menard:

T u c k e r m a n  B a b c oc k p rovided me w i t h  a copy of the subject bi ll  and 
a s k e d  for m y  comments. T hank y o u  for g i vi n g me the opportunity.

As w i t h  the p or t a ut h ority bills, I believe this b i l l  goes too 
far. Th e o n l y  thing we should p u t  into the statutes is w h a t e v e r  
l a n g u a g e  m a y  be n ec essary to sati sf y  b o n d  counsel that m u n i c i p a l­
ities i.n A l a s k a  have w h a t ev er  a u t h o r i t y  is needed to issue tax 
i n c r e m e n t  bonds. Each m u n i c i p a l i t y  should retain the a u th or it y 
to sat u p  and manage tax i nc rement financing districts in any 
m a n n e r  t he y find appropriate for t he ir  own municipality. Again, 
as w i t h  the port authority problem, I believe a one or two line 
b i l l  w o u l d  p r o b a b l y  suffice. In fact, it m a y  be that the s u b s t i­
tute l a n g ua ge  which I have p r o v i d e d  for the port authority bill 
c o u l d  be m o d i f i e d  slightly to acco mm od at e  this need. As I
u n d e r s t a n d  th at  the City of Palme r is the m u n i c i p a l i t y  asking for
this k i n d  o f  authority, perhaps t h e i r  b o n d  counsel, W o h l f o r t h  & 
Flint, c o u l d  provide the language needed.

If y o u  do p r o c e e d  with the i n t r o d u c t i o n  of a bill in the form 
T u c k e r m a n  p r o v id ed  to me, you • m i g h t  want to have your d r af te r 
c o n s i d e r  the following.

In s e c t i o n  29.57.010(a) m u n i c i p a l i t i e s  are given the authority to 
e s t a b l i s h  a devel o pm en t a u t h o ri t y w h i c h  creates the same problems 
as w i t h  the port authority bill; that is, I believe m u n i c i p a l­
ities a l r e a d y  have the a u t h or i ty  to create devel op me nt  a u t h o r­
ities and the inclusion of the language of the bill in the 
s t a tu te  w o u l d  restrict m u n i c i p a l i t i e s  to using this form of 

^ d e v e l o p m e n t  a ut h ority only.

S e c t i o n  010(a), In this section, I believe that, as to boroughs, 
o  v e r y  c a r e f u l  thought needs to be g iven to what power is b e i ng  

e x e r c i s e d  (probably economic d e v e l o p m e n t ) , whether the power is



a re a w id e  o r  n o n a re a w id e  o r  w h e th e r  i t  may be e x e r c i s e d  on a 
s e r v i c e  a r e a  b a s i s .  I f  i t  i s  t h e  l a t t e r ,  may be t h e  bo ro u g h  
e s t a b l i s *  an  a u t h o r i t y  i n  e a c h  s e r v i c e  a r e a  i t  e s t a b l i s h e s  f o r  
t h a t  p u r p o s e ,  o r  may i t  e s t a b l i s h  o n ly  one su ch  a u t h o r i t y  i n  t h e  
e n t i r e  b o ro u g h ?  I f  t h e  bo rough  d o e s  n o t  have  a r e a w id e  econom ic 
d e v e lo p m e n t  p o w e rs ,  may e a c h  c i t y  w i t h i n  t h e  bo ro u g h  e s t a b l i s h
i t s  own •oonom ie  d e v e lo p m e n t d i s t r i c t ?

%

In  s e c t i o n  010(g )  t h e  b i l l  s h o u ld  p r o b a b ly  a l s o  a d d r e s s  m erg e r  
and u n i f i c a t i o n .  A lso ,  w hat h ap p en s  i f  a d e v e lo p m e n t  d i s t r i c t  i s  
s p l i t  by an  a n n e x a t i o n  a s ,  f o r  e x a m p le ,  i f  a c i t y  a n n e x e s  t e r r i ­
t o r y  w here  t h e  bo ro u g h  h as  e s t a b l i s h e d  an econom ic  d e v e lo p m e n t 
d i s t r i c t  and  t a k e s  o n ly  p a r t  o f  t h e  d i s t r i c t .

S e c t i o n  030 and s e c t i o n  040 (c) d e a l  w i th  a p p o in tm e n ts  t o  t h e  
b o a rd  i n  a m anner w hich  seems i n c o n s i s t e n t  w i th  e ac h  o t h e r  and 
w i t h  e x i s t i n g  T i t l e  29 p r o c e d u r e s  f o r  o t h e r  a p p o in tm e n t s .  
S e c t i o n  030 p r o v i d e s  t h a t  t h e  b o a r d  members a r e  c h o se n  by the- 
g o v e r n in g  b o d y . S e c t i o n  0 40 (a )  p r o v i d e s  t h a t  th e y  a r e  a p p o in te d  
u n d e r  A .S . 2 9 .2 0 .3 2 0 .  T h is  s e c t i o n  (320) p r o v i d e s  t h a t  th e y  a r e  
a p p o in t e d  by t h e  mayor and c o n f i rm e d  by th e  g o v e rn in g  body . 
S e c t i o n  0 4 0 (c )  p r o v i d e s  t h a t  v a c a n c i e s  a r e  f i l l e d  by a p p o in tm e n t  
by t h e  m ay o r ,  I  s u g g e s t  t h e  la n g u a g e  i n  s e c t i o n  030 and s e c t i o n  
040 (c) be  made c o n s i s t e n t  w i th  A .S . 2 9 .2 0 ,3 2 0 ,

S e c t i o n  0 8 0 (c )  p r o v i d e s  t h a t  t h e  g o v e rn in g  body may p le d g e  th e  
f u l l  f a i t h  und c r e d i t  o f  t h e  m u n i c i p a l i t y  t o  s u p p o r t  r s v e n u a  
bonds o f  t h e  a u t h o r i t y .  Under o u r  c o n s t i t u t i o n ,  t h e  g o v e rn in g  
body doeB n o t  have  t h i s  power u n l e s s  a u t h o r i z e d  f o r  c a p i t a l  
im p ro v em en ts  a p p ro v e d  by th e  g o v e r n in g  body and r a t i f i e d  by th e  
v o t e r s ,

I n  s e c t i o n  0 9 0 (a )  t h e  " r e s p e c t i v e  t a x i n g  b o d ie s "  c o u ld  be  s p e l l e d  
o u t  a l i t t l e  more c l e a r l y .

S e c t i o n  090(b ) i n d i c a t e s  t h a t  t h e  t a x  in c r e m e n t  r e v e n u e  may n o t
be  u s e d  t o  c i r c u m v e n t  e x i s t i n g  p r o p e r t y  t a x  la w s .  What s o r t  o f
c i r c u m v e n t io n  i s  c o n te m p la te d ?  A ls o ,  s u b s e c t i o n  (b) i n d i c a t e s  
t h a t  a  l o c a l  c h a r t e r  may p r o v id e  a maximum r a t e  o f  le v y  o f
p r o p e r t y —baxenr. T h e re  i s - a n - ia r g u m e i i t  " t h a t  has- b e en  a c c e p t e d  by 
a t  l e a s t  one s u p e r i o r  c o u r t  in  A la s k a  t h a t  m u n i c i p a l i t i e s  may n o t  
im pose  t a x  l i m i t a t i o n s  upon th e m s e lv e s  beyond t h o s e  e s t a b l i s h e d  
by t h e  s t a t u t e .  See W hitson  v .  A n c h o rag e ,  608 P . 2d 759 (A lask a  
1 9 8 0 ) ,

S e c t i o n  100(c)  r e f e r s  t o  " m u n ic ip a l  f u n d s . "  T h is  te rm  i s  n o t
d e f i n e d .

S e c t i o n  2 1 0 ( b ) ( 9 )  do es  n o t  seem t o  make s e n s e .  Was i t  m eant to  
s t a t e  t h a t  t h e  p l a n  was t o  i n c l u d e  an e s t i m a t e  o f  t h e  im p a c t  o f  
t h e  f i n a n c i n g  by t a x  in c re m e n t  r e v e n u e  on th e  r e v e n u e  o f  th e  
m u n i c i p a l i t i e s  i n  w hich  th e  d e v e lo p m e n t  a r e a  i s  l o c a t e d .  Why i s  
t h e  p l u r a l  ( m u n i c i p a l i t i e s )  u se d ?  I s  t h i s  i n  r e c o g n i t i o n  o f  t h e  
f a c t  t h a t  i f  a c i t y  w i t h in  a b o ro u g h  form s an econom ic

2
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d e v e lo p m e n t  d i s t r i c t  t h a t  th e  bo rough  a s s e s s m e n t s  w i l l  a l s o  be 
f r o z e n ?  Does i t  r e f e r  t o  a s i t u a t i o n  w here  two m u n i c i p a l i t i e s ,  
u n d e r  t h e i r  a u t h o r i t y  t o  j o i n t l y  e x e r c i s e  a p o w er, have  j o i n t l y  
fo rm ed  an econom ic  d e v e lo p m e n t  d i s t r i c t ?  Or i s  su ch  a j o i n t  
e x e r c i s e  ev en  c o n te m p la te d  by th e  p ro p o se d  b i l l ?

S e c t i o n  2 1 0 ( c ) .  As I  u n d e r s t a n d  s e c t i o n  2 10(c)  and t a x  in c re m e n t  
f i n a n c i n g  p r i n c i p l e s ,  t h e  a s s e s s m e n ts  w i t h i n  t h e  d e v e lo p m e n t  a r e a  
w ou ld  be  " f r o z e n "  f o r  p u rp o s e s  o f  com pu ting  t h e  t a x  in c r e m e n t .  
The d i f f e r e n c e  b e tw ee n  t h e  t a x e s  l e v i e d  on t h e  a c t u a l  v a lu e  a f t e r  
t h e  d e v e lo p m e n t  o f  t h e  a r e a  and t h e  t a x e s  on t h e  " f r o z e n "  a s s e s s ­
m ent w ould  go t o  t h e  a u t h o r i t y .  As th e  b i l l  i n  t h e  r e l e v a n t  
s e c t i o n s  r e f e r s  t o  " m u n i c i p a l i t i e s "  t I  can  o n ly  presum e t h a t  th e  
a r e a w id e  b o ro u g h  t a x e s  l e v i e d  by a bo ro ugh  i n s i d e  a c i t y  f o r  
a r e a w id e  p u r p o s e s  w ould  be a f f e c t e d  w i t h i n  th e  d e v e lo p m e n t  a r e a .  
F o r  e x a m p le ,  i f  a b o ro u g h  l e v i e s  5 m i l l s  f o r  e d u c a t i o n  and a c i t y  
w i t h i n  t h e  b o ro u g h  l e v i e s  1 m i l l  f o r  a l l  i t s  m u n ic ip a l  op­
e r a t i o n s ,  t h e  t a x  in c r e m e n t  would be b a s e d  on a 6 m i l l  l e v y .  Was 
t h i s  i n t e n d e d ?  I f  i t  was n o t ,  th e  r e f e r e n c e s  t o  " m u n i c i p a l i t i e s "  
r a t h e r  t h a n  " m u n i c i p a l i t y "  sh o u ld  be exam ined . In  any e v e n t ,  i t  
s h o u ld  be c l a r i f i e d  w h e th e r  o n ly  th e  t a x  o f  th e  m u n i c i p a l i t y  
c r e a t i n g  t h e  a u t h o r i t y  i s  t o  be u se d  o r  w h e th e r  a l l  t a x e s  l e v i e d  
w i t h i n  t h e  a r e a  a r e  t o  be u se d  f o r  com pu ting  t h e  t a x  in c re m e n t  
c a p t u r e d .  I f  i t  was in te n d e d  t h a t  a re a w id e  t a x e s  would be 
c o n t r i b u t e d  t o  t h e  c i t y  developm en t a r e a ,  how i s  t h e  " f ro z e n "  
a s s e s s m e n t  t o  b e  h a n d le d  u n d e r  th e  c o m p u ta t io n s  t h a t  m ust be made 
u n d e r  t h e  s c h o o l  f o u n d a t i o n  p rogram .

S e c t i o n  240(b ) i n d i c a t e s  t h a t  th e  t a x  in c r e m e n t  b onds a r e  s u b j e c t  
t o  A, S . 2 9 .4 7 .  T h a t  c h a p t e r ,  how ever, c o v e r s  r e v e n u e  a n t i c i p a ­
t i o n  n o t e s ,  bond a n t i c i p a t i o n  n o t e s ,  g e n e r a l  o b l i g a t i o n  b o n d s , 
r e v e n u e  b o n d s ,  r e f u n d i n g  bonds and " o t h e r  m u n ic ip a l  f i n a n c i n g , "  
I  s u g g e s t  t h i s  r e f e r e n c e  be r e f i n e d  t o  i n d i c a t e  w h ich  s p e c i f i c  
s e c t i o n s  o f  A .S . 2 9 .4 7  were in te n d e d .

S e c t i o n  240(d) p u r p o r t s  t o  a l lo w  th e  g o v e rn in g  body t o  p le d g e  t h e  
f u l l  f a i t h  and c r e d i t  o f  t h e  m u n i c i p a l i t y  t o  t h e  d e b t  s e r v i c e  on 
t h e  a u t h o r i t y ' s  b o n d s .  T h is  seems e i t h e r  i n c o r r e c t  o r  m is le a d in g  
a s  t h e  f u l l  f a i t h  and  c r e d i t  o f  t h e  m u n i c i p a l i t y  may n o t  be 
p l e d g e d  e x c e p t  f o r  p u b l i c ' im p r o v e m e n t s  a p p ro v e d  by t h e  l e g i s l a ­
t i v e  body and r a t i f i e d  by t h e  v o t e r s .  As I  u n d e r s t a n d  i t ,  some 
o f  t h e  bond p r o c e e d s  c o u ld  be used  f o r  p u rp o s e s  t h a t  m ig h t  n o t  be 
c o n s i d e r e d  " p u b l i c  im p ro v e m e n ts ." A ls o ,  i f  t h i s  s e c t i o n  i s  to  be 
i n c l u d e d ,  i t  c o u ld  be  expanded  to  make r e f e r e n c e  t o  t h e  r e q u i r e ­
m en t f o r  a v o t e r  re fe re n d u m  on th e  bonds i f  t h e r e  i s  t o  be  a 
p le d g e  o f  f u l l  f a i t h  and  c r e d i t .

S e c t i o n  310 . I  s t r o n g l y  s u g g e s t  t h i s  s e c t i o n  e i t h e r  be d e l e t e d  
o r  be r e w r i t t e n  b o  t h a t  th e  p o r t i o n  o f  i t  t h a t  r e f e r s  t o  t a k in g  
o f  p r i v a t e  p r o p e r t y  be made to  t r a c k  w i th  t h e  la n g u a g e  in  A .S . 
2 9 .3 5 .0 3 0 .  A ls o ,  i f  a  second c l a s s  c i t y  form s an economic 
d e v e lo p m e n t  d i s t r i c t  i s  i t  r e l i e v e d  o f  th e  s p e c i a l  p r o c e d u r e s  s e t  
o u t  i n  A .S . 2 9 ,3 5 ,0 3 0 ?  I f  th e  co ndem natio n  la n g u a g e  o f  th e  
p ro p o s e d  s e c t i o n  i s  t o  be r e t a i n e d ,  I  s t r o n g l y  s u g g e s t  t h a t
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i n s t e a d  o f  th e  word " t a k e "  i n  l i n e  27, tn e  p n r a s e  " e x e r c i s e  t n e  
p o w ers  o f  e m in en t  dom ain and  d e c l a r a t i o n  o f  t a k i n g  t o  a c q u i r e "  
and  t h a t  t h e  s t a t u t o r y  r e f e r e n c e  t o  th e  co n d em n a tio n  p r o c e d u r e s  
b e g in  w i t h  s e c t i o n  0 9 .5 5 ,2 5 0  r a t h e r  th a n  s e c t i o n  24 0 . S e c t io n  
240 s e t s  o u t  s p e c i f i c  p u r p o s e s  f o r  w hich  p r o p e r t y  may be t a k e n  
an d  i s  unneeded  i n  t h e  p r o p o s e d  s e c t i o n  as  t h e  p u rp o s e  f o r  w h ich  
t h e  p r o p e r t y  would be  t a k e n  i s  s e t  o u t  in  t h e  p r o p o s e d  s e c t i o n  
310 . R e fe re n c e  t o  th e  o t h e r  p u rp o s e s  may s im p ly  p ro v e  u n n e c e s ­
s a r i l y  c o n f u s i n g  o r  l i m i t i n g ,

I  h a v e  o n ly  had t im e  t o  g i v e  t h i s  a r a t h e r  c u r s o r y  r e v ie w  and 
ho pe  t h a t  my comments w i l l  p ro v e  u s e f u l .  A g a in ,  i t  i s  my s t r o n g ­
e s t  p e r s o n a l  recom m enda tio n  t h a t  t h e  d e t a i l e d  a p p ro a c h  t a k e n  i n  
t h i s  b i l l  be abandoned  and  t h e  l e a s t  amount o f  l a n g u a g e  n e c e s s a r y  
be  a d d ed  i n  T i t l e  29 t o  e n s u r e  t h a t  bond c o u n s e l  c a n  c o m f o r t a b ly  
g i v e  an  o p in io n  a s  t o  thB s t a t u t o r y  b a s i s  f o r  i s s u i n g  t a x  i n c r e ­
m en t  b o n d s  and t h a t  m u n i c i p a l i t i e s  w i l l  be a b l e  t o  s t r u c t u r e  
t h e i r  d i s t r i c t  t o  b e s t  m ee t t h e i r  own l o c a l  n e e d s .

G e ra ld  L. S h a rp  
Borough A t to rn e y

jr
c c :  E r i c  E. W o h lfo r th ,  E sq .



F o ra n  A c t e n t i t l e d :  ''An A c t  r e l a t i n g  t o  t h e  d e v e lo p m e n t  o f  
m u n i c i p a l i t i e s "

Be i t  e n a c t e d  by  t h e  l e g i s l a t u r e  o f  t h e  S t a t e  o f  A l a s k a :

* S e c t i o n  1 . AS 2 9 .3 5 .1 5 0  i s  amended by  a d d in g  a^naw s u b s e c t i o n  
r e a d i n g :

(c)  t h e  g o v e rn in g  body  may g r a n t  t o  an  e n t i t y  t h e  
a u t h o r i t y - t o - i s s u e  bonda  g u a r a n t e e d  by  no more t h a n  80% o f  t h e  
t a x  in c r e m e n t  on r e a l  p r o p e r t y  w i t h i n  t h e  b o u n d a r i e s  o f  t h e  
e n t i t y .  The i n i t i a l  t a x  a s s e s s m e n t  s h a l l  be  t h a t  a s s e s s m e n t  
i n  e f f e c t  ait t h e  t im e  t h e  b o n d s  a r e  o f f e r r e d  f o r  s a l e .
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Re: Tax Increment Financing 

Dear Dave:

I  have reviewed th e  d r a f t  copy of the proposed tax  increment financing 
le g i s la t io n  and f in d  i t  an exce llen t document with a possible  exception "o^ 
page 15, Sec. 29.57.300 HANDLING OF TAX INCREMENT REVENUE. I  believe the ro le  
of the borough and/or municipal treasu re r  i s  not c ry s ta l  c lea r  and perhaps 
could be elaborated upon in  some manner such as follows:

"(a) Upon or a f te r  adoption of a tax  increment financing plan, the 
t rea su re r  of any municipality in  which the development area i s  
s i tu a te d  s h a l l ,  upon request of the au th o r i ty ,  c e r t i fy  the i n i t i a l  
assessed value of the tax  increment financing development area as 
described in  the  Tax Increment Financing Plan and sh a l l  c e r t i fy  in  
each year th e re a f te r  the value of a l l  taxable property in  the 
development area  a t  the time the ordinance e s tab lish ing  a Tax 
Increment Financing Plan was adopted.’'

"(b) Die municipal t rea su re r  sh a ll  c e r t i f y  the amount of the captured 
assessed value to  the au thority  each year of the development area
exceeding the i n i t i a l  assessed value.

"(c) The municipal t rea su re r  sh a ll  transm it to  the  au tho rity  the tax 
increment revenues fo r  each development area  in  the municipality 
fo r th a t  year th a t  i s  a t t r ib u ta b le  to  the captured assessed valui 
of the p ro p e r ty ." /  „ ^

Thanks fo r  th e  opportunity  to  oomment on the proposed d ra f t  which 
exce llen t  in  a l l  o ther regards. iM  ' ,ook;

Sincerely , 

CITY QÊ HbMER

P h il ip  C. Shealy 
City Manager

PCS/rah

\jl a

I



C i t y  o f  S o l d o t n a

P.O. Box 409 • 177 North Birch • Soldotna, Alaska 99669 © Phone: 262-9107

D a v e  Soulak

J u n e  10, 1987

City M a n a g e r  c
City of Palmer Y- OF. PALMf
231 W e s t  Evergreen A v e n u e  ^
Palmer, Alaska 99645

Re: Legislative Proposal to Establish Authority for T a x  Increment
Financing

Dear Dave:

T h a n k s  for the chance to r e v i e w  your draft copy of the proposed tax 
increment financing legislation. Here are m y  r e v i e w  c o m m en ts ;

1. Title. Please consider changing the title f r o m  "Municipal 
Redevelopment Authorities" to "Municipal Economic Development 
Districts". W e  need the flexibility to apply these tools to the initial 
development of property, in addition to the redevelopment of areas w h i c h  
m a y  be in decline. As an example, the Kenai Peninsula Borough has plans 
to develop coal fields on the w e s t  side of Cook Inlet. T a x  increment 
financing could be used to sell revenue bonds to finance construction of 
docks, harbors, airports, roads a nd other infrastructure w h i c h  m a y  be 
needed to facilitate initial development of the site.

T h e  Kenai Peninsula Borough is also considering the organization of an 
"Economic Development District", as a nonprofit corporation, pursuant to 
guides promulgated b y  the U.S. Department of C o m m e r c e ,  Economic 
Development Administration (EDA). T h e  economic development district 
w o u l d  a s s u m e  responsibility for preparing the overall economic 
development plan for the Borough. It w o u l d  also be involved in the actual 
construction, m a n a g e m e n t  a n d  operation of projects. A  "Municipal 
Economic Development District" w o u l d  be m o r e  consistent w i t h  these 
plans of the Kenai Peninsula Borough.

2. Article 1. Revise to; "Creation, General Operation, and  Dissolution of 
Districts". W h e r e  reference is m a d e  to an "authority" elsewhere in this 
article, change to "districts".

3. Section 29.57.010. R. vise as follows:

S e c tio n  29.57.010. C R E A T IO N  A N D  A L T E R A T IO N  O F D IS T R IC T S .



4. Section 29.57.010(a). T h e  statute should provide m o r e  general 
purposes for establishing a district, enable m o r e  than one district to be 

established within a municipality and enable the district to be organized 
as a nonprofit corporation. In the Kenai Peninsula Borough, for example, 
the first • class cities as well as the Borough m a y  w a n t  to establish
separate districts. Likewise, w e  need authority to establish m o r e  than
one tax increment financing district within different geographic areas of 
one municipality. Revise as follows:

(a) A  municipality m a y  b y  ordinance establish Economic Development 
Districts for areas of the municipality upon a determination b y  the 
municipality that it w o u l d  be in the public interest in order to 
facilitate resource development, halt a decline in property values, 
increase property or sales tax receipts or promote economic
development. T he District m a y  be organized as a corporate public body 
or as a nonprofit corporation. O n e  or m o r e  Economic Development 
Districts m a y  be established within a municipality as m a y  be
determined b y  the municipality.

5. Section 29.57.010(c). The a m o u n t  of the bond that officials of the 
district shall be required to ha ve  seems inappropriate in this section. 
Revise as follows:

(c) T h e  ordinance m u s t  designate the boundaries of the district. The  
municipality m a y  not include land in the district that w a s  not 
described in the public hearing notice, but, w h e n  m a k i n g  the final 
determination of the boundaries of the district, the municipality m a y  
eliminate land f r o m  the district that w a s  described in the notice.

6. Section 29.57.010(d). W h a t  interest could the lieutenant governor 
h a v e  in these affairs? Revise as follows:

(d) T h e  ordinance shall be filed w i t h  the municipal clerk a n d  published 
at least one time in a n e w s p a p e r  of general circulation in the 
municipality.

7. Section 29.57.080(c). A governing body m a y  not pledge the full 
faith a nd credit of municipality to support revenue bonds, except upon the 
approval of a majority of the municipality's voters. This paragraph 
should be deleted or provision should be m a d e  to require the approval of a 
majority of the municipal voters on the bonding proposition.



8. Section 29.57.240(c). A n  80S pledge of tax increment revenue seems 
too high to me, especially if the development is likely to generate 
requirements for service supported b y  general governmental revenues. 
For example, if the development is likely to stimulate requirements for 
additional school spending, all taxpayers within the municipality w o u l d  
end up paying m o r e  for the schools. Likewise, there is a chance that the 
estimates of increased assessed value will be too optimistic. Consider the 
following revision:

(c) A  District m a y  not pledge for the annual debt service requirements 
on the bonds in a year m o r e  than 50 percent of the estimated tax 
increment revenue to be received f r o m  the development area for the 
year. T h e  total aggregate a m o u n t  of the bonds m a y  not exceed a n  
a m o u n t  of annual principal an d  interest that 50 percent of the 
estimated tax increment revenue will receive.

9. Section 29.57.240(d) A  governing body m a y  not pledge the full faith 
and credit of municipality to support revenue bonds, except u p o n  the 
approval of a majority of the municipality's voters. This paragraph 
should be deleted or provision should be m a d e  to require the approval of a 
majority of the voters on the bonding proposition.

10. Section 29.57.320. I think a statutory requirement for a 
development area citizen's council could g r o w  into a real monster. It 
rem in ds  b y  of the old H U D  requirements for a citizens participation 
advisory council. These citizen's council generally end u p  wi t h 
representatives w h o  hav e so m u c h  self interest, the overall purposes of 
the p r o g r a m  get substantially diluted. T h e  councils also w o u l d  c o n s u m e  
a great deal of staff time and money. Citizen's have sufficient 
opportunities to influence decision m a k i n g  through the environmental 
permitting process and through their elected representatives. Suggest 
deletion of these requirements. Leave such organizational requirements 
for citizen participation u p  to the locally elected officials.

I hope these c o m m e n t s  are useful to y o u r  consideration of this draft bill. 
Please express m y  thanks to Representative M e n a r d  for his interest in 
helping to sponsor this legislation.

Sincerely,

Richard Underkofler 
Soldotna City M a n a g e r

0

cc: Bill Brighton, Kenai City M a n a g e r
Phil Shealy, H o m e r  City M a n a g e r  
R on Garzini, S e w a r d  City M a n a g e r
S a m  Best, Administrative Officer, Kenai Peninsula Borough
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September 10, 1987

R ep re se nt at i ve  C u r t  M e n a r d  
351 W. Swan so n Ave.
Wasilla, A la s ka  99687

Re: D r af t Le g is l a t i o n  R eg ar d in g Tax
Increment Financing

Dear Mr. Menard:

I have r eceived a copy of the draft legislation 
regarding tax increment financing w h i c h  you have pr ov id ed  to me 
for comment. I will review the ma te rials furnished and examine 
any similar p r ograms es tablished by other states w h i c h  may 
p res en t help fu l comparisons. It wiil take several weeks to 
gather this i n f or ma ti on  and complete m y  review and I will 
forward to you m y  comments at that time.

V er y truly yours,

• w  T  0  y i l ( 4 —
Eric E. W o h l f or th
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