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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
J u n e a u ,  A l a s k a  9 9 8 1 1

Re: L e g i s l a t i o n  R e l a t i n g  to  M u n i c i p a l  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  M e n a r d :

I w a s  c o n s u l t e d  b y  t h e  L e g i s l a t i v e  A f f a i r s  A g e n c y  
r e g a r d i n g  t h e  d r a f t i n g  o f  t h e  l e g i s l a t i o n  r e f e r r e d  t o  a b o v e .
I n  p a r t i c u l a r ,  I w a s  a s k e d  f o r  a d v i c e  r e g a r d i n g  t h e  c o o r d i n a­
t i o n  o f  t h e  t e r m s  o f  t h i s  l e g i s l a t i o n  w i t h  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 u d e d  i n  t h e  F e d e r a l  T a x  R e f o r m  A c t  o f  1 9 8 6 .

T h e  1986 f e d e r a l  t a x  l e g i s l a t i o n  i m p o s e d  m a n y  
r e s t r i c t i o n s  o n  t a x - e x e m p t  r e d e v e l o p m e n t  f i n a n c i n g .  M o s t  o f  
t h e s e  r e s t r i c t i o n s  can, a n d  s h o u l d ,  b e  a d d r e s s e d  i n  l o c a l  
p l a n n i n g  f o r  a r e d e v e l o p m e n t  p r o j e c t  a n d  i n  t h e  i m p l e m e n t i n g  
m u n i c i p a l  o r d i n a n c e s .  H o w e v e r ,  S e c t i o n  1 4 4 ( c ) ( 2 ) ,  p r o v i d e s  
t h a t  a b o n d  s h a l l  n o t  b e  t r e a t e d  as a q u a l i f i e d  (i.e., 
t a x - e x e m p t )  r e d e v e l o p m e n t  b o n d  u n l e s s  t h e  b o nd, a m o n g  o t h e r  
t h i n g s ,  is i s s u e d  p u r s u a n t  t o  "a s t a t e  l a w  w h i c h  a u t h o r i z e s  t h e  
i s s u a n c e  o f  s u c h  b o n d s  f o r  r e d e v e l o 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 . "  O b v i o u s l y ,  s t a t e  l e g i s l a t i o n  is n e c e s s a r y  t o  f u l f i l l  
t h i s  r e q u i r e m e n t .  In t h e  b i l l  t h a t  i s  t h e  s u b j e c t  o f  t h i s  
lett e r ,  t h i s  p u r p o s e  is s e r v e d  b y  p r o p o s e d  S e c t i o n  
2 9 . 3 5 . 0 3 5 ( a ) .

P l e a s e  c o n t a c t  m e  i f  I c a n  p r o v i d e  f u r t h e r  
i n f o r m a t i o n  o r  a s s i s t a n c e  r e g a r d i n g  t h i s  l e g i s l a t i o n .

Y o u r s  truly,

S i

T h o m a s  F. K l i n k n e r

T F K / m l o

A 1 8 0 6 2 8
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A l a / b a  i > t a t e  l e g i s l a t u r e

H o  u s e  o  f  R e p r e s e n  t a t i v e s

Committee on 
Community & Regional A J'fairs 

Representative Henry Springer, Chairman HCRA

David C. Harrison, P. A., HCRA j.^

( § ) W  9 3 ^

Pouch V 

State Capito' 

Juneau, Alaska 9 >811 

(907) 4, >5-483:

Bill Review
HB 434 “An Act relating to municipal development and 
redevelopment." [Menard, Larson and Zawacki]

Reference Lines 9-28.

COMMENTS: It is evident that municipalities can go the Revenue Bond or
General Bond route to do the things associated with development and 
redevelopment of blighted areas or for other reasons, i.e., parking 
garage or docks to issue bonds to do things for public purposes.

The need for this particular piece of legislation relates to
tax increment bonds as another way to find creative ways to finance
bonds for public purposes.

Federal Tax Reform Act of 1986, Section 144(c)(2), provides that a bond 
shall not be treated as a qualified (i.e., tax-exenpt) redevelopment 
bond unless the bond, among other things, is issued pursuant to "a state 
law which authorizes the issuance of such bonds for redevelopment 
purposes in blighted areas."

It seems that pecple who deal in issues of bonds are hesitant to provide 
bond services in the absence of state law authorizing tax increment 
bonds.

Please see attached Internal Revenue Code page 303, § 144 Qualified 
small issue bond; ...qualified redevelopment bond. Page 307 
26§ 144 (c) Qualified redevelopment bond

means any bond issued as part of an issue 95 percent or more 
of the net proceeds of wliich are to be used for 1 or more 
redevelopment purposes in any designated blighted area.

(2) Additional requirements... on redevelopment bond given 
under this section. Please refer to page 307 (c) (2) 26§ 144.

A t t a c h m e n t s
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TELEPHONE 

(907) 586-1325 105 MUNICIPAL WAY, SUITE 301 
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T O :  R e p r e s e n t a t i v e  H j n r y  S p r i n g e r ,  C h a i r

M e m b e r s  o f  t h e  H o u s e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e

F R O M : - - - - -  -  -S c o t t  A .  B u r g e s s ,  E x e c u t i v e  D i r e c t o r  

D A T E :  F e b r u a r y  2 9 ,  1 9 8 8

S U B J E C T :  H B  4 3 4  -  M u n i c i p a l  d e v e l o p m e n t  a n d  r e d e v e l o p m e n t

T h e  A l a s k a  M u n i c i p a l  L e a g u e  s u p p o r t s  H B  4 3 4  a l l o w i n g  t a x - i n c r e m e n t  

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

L e g i s l a t u r e  t o  p a s s  t h e  l e g i s l a t i o n  a s  a  t o o l  f o r  e c o n o m i c  d e v e l o p m e n t .  

T h e  A M L  a l s o  p r o p o s e s  t w o  m i n o r  s u g g e s t i o n s  f o r  i m p r o v i n g  a n d  c l a r i f y i n g  

t h e  p r o p o s e d  l e g i s l a t i o n .

T h e  1 9 8 8  A M L  P o l i c y  S t a t e m e n t  o n  P a g e  2 8  u n d e r  " E c o n o m i c  D e v e l o p m e n t "  

s t a t e s :

T h e  L e a g u e  u r g e s  t h a t  l e g i s l a t i o n  b e  e n a c t e d  t o  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  a d o p t  a n d  i m p l e m e n t  i n c e n t i v e s  f o r  e c o n o m i c  

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

H B  4 3 4  w o u l d  a l l o w  m u n i c i p a l i t i e s  t o  u n d e r t a k e  d e v e l o p m e n t  o r  

r e d e v e l o p m e n t  p r o j e c t s  b y  s e t t i n g  u p  p u b l i c  c o r p o r a t i o n s  t o  s e l l  b o n d s  f o r  

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

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

a p p r o p r i a t e  i n  a l l  d e v e l o p m e n t  s i t u a t i o n s  o r  i n  a l l  m u n i c i p a l i t i e s ,  i t  

w o u l d  p r o v i d e  a n o t h e r  o p t i o n  o r  t o o l  f o r  m u n i c i p a l i t i e s  w h e r e  i t  i s  

a p p r o p r i a t e  t o  e n c o u r a g e  e c o n o m i c  d e v e l o p m e n t .

T w o  s u g g e s t i o n s  f o r  a m e n d m e n t s  t o  t h e  b i l l ,  a s  i n t r o d u c e d :

1 .  O n  P a g e  1  o f  t h e  o r i g i n a l  b i l l ,  l i n e  1 2 ,  a d d i n g  a  n e w  L e c t i o n  2  a n d  

r e n u m b e r  a s  a p p r o p r i a t e .  T h e  n e w  S e c t i o n  2  w o u l d  r e a d :

*  S e c t i o n  2 .  A S  2 9 . 3 5 . 2 1 0 ( b )  i s  a m e n d e d  t o  r e a d :

( 6 )  p r o v i d e  f o r  e c o n o m i c  d e v e l o p m e n t  i n  a c c o r d a n c e  w i t h  A S  

2 9 . 3 5 . 0 3 5 .

T h e  n e w  S e c t i o n  2  w o u l d  c l a r i f y  t h a t  s e c o n d  c l a s s  b o r o u g h s  m a y  b y  

o r d i n a n c e  p r o v i d e  f o r  e c o n o m i r  d e v e l o p m e n t  p o w e r s  o n  a n  a r e a w i d e  b a s i s  

s p e c i f i c a l l y  f o r  t h e  p u r p o s e s  - f  p r o p o s e d  S e c t i o n  2 9 . 3 5 . 0 3 5 .  C u r r e n t l y ,

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



H o u s e  C & R A  C o m m i t t e e  R E  H B  4 3 4  

F e b r u a r v  2 9 ,  1 9 8 8  

P a g e  2

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

n o n - a r e a w i d e  b a s i s .  T h i s  c a u s e s  p o t e n t i a l  p r o b l e m s  i f  t h e  d e v e l o p m e n t  o r  

r e d e v e l o p m e n t  p r o j e c t  u s 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  w i t h i n  a  c i t y  

w i t h i n  a  s e c o n d  c l a s s  b o r o u g h .  U n d e r  e x i s t i n g  s t a t u t e ,  t h e  s e c o n d  c l a s s  

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

T h e  p r o j e c t  m a y  h a v e  b o r o u g h - w i d e  b e n e f i t s  b u t  w h a t  p o r t i o n  o f  ' - h e  b o r o u g h  

t a x e s  c o u l d  b e -  u s e d  o n  t h e  p r o j e c t ?  T h e  a m e n d m e n t  w o u l d  c j  r i f y  s u c h  

o p t i o n a l  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  f o r  t h e  K e t c h i k a n  G a t e w a y ,  

M a t a n u s k a - S u s i t n a ,  K e n a i  P e n i n s u l a  a n d  t h e  F a i r b a n k s  N o r t h  S t a r ,  K o d i a k  

I s l a n d  a n d  A l e u t i a n s  E a s t  B o r o u g h s .

2 .  O n  P a g e  1 ,  l i n e  1 6 ,  d e l e t e  " i n  b l i g h t e d  a r e a s " .  T h e  w o r d  " b l i g h t e d "  i s  

i n a p p r o p r i a t e ,  u n n e c e s s a r y  a n d  u n d e f i n e d .  I t  c o n j u r e s  u p  v i s i o n s  o f  t h e  

o l d  M o d e l  C i t i e s  a n d  U r b a n  R e n e w a l  p r o g r a m s  o f  t h e  p a s t  w h i c h  i s  

i n a p p r o p r i a t e  f o r  t o d a y  i n  A l a s k a .

A g a i n ,  t h e  A M L  s u p p o r t s  H B  4 3 4  w i t h  t h e  s u g g e s t e d  c h a n g e s .

c c :  R e p r e s e n t a t i v e  C u r t  M e n a r d
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HB434 would give local government across Alaska the ability to 
use tax increment financing (TIF) to develop 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 some portion of the 
incremental difference on taxes owed.

TIF has been endorsed by the city of Palmer, the Mat-Su Joint 
Chambers of Commerce, the City of Seward, the Alaska Municipal 
League, the City of Homer, the City of Kenai, arid by Ron Garzini, 
the Municipal Manager of the City of Anchorage.

If for no other reason, HB434 is necessary to allow 
municipalities to take advantage of tax-exempt bonds for 
redevelopment in blighted areas.

The 1986 federal tax legislation, in Section 144 (c) (2), 
provides that a bond shall not be treated as a qualified (i.e., 
tax-exempt) redevelopment bond unless the bond, among other 
things, is issued pursuant to "a state law which authorizes the 
issuance of such bonds for redevelopment purposes in blighted 
areas."

HB434 includes the language mandated by federal law for tax- 
exempt redevelopment bonds.

All Committee Members
House Community and Regional Affairs

Curt Menard Qv) ̂  
Representative

March 2, 1988

HB434, An Act relating to municipal development and 
redevelopment.

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

37 3-CU RT  
376-5315 W o r k  
376-5855 H o m e  

465-2679 J u n e a u

FROM:

DATE:

HB434 is designed to enhance local governments1 ability to 
support and maintain innovative financial alternatives necessary 
to meet their individual needs.



C u r t  M e n a r d

351 W. Swanson Ave. 
Wasilla, Alaska 99687 

Or
P.O. Box V  

Juneau, Alaska 99811

373-CURT 
376-5315 Work 
376-5855 H o m e  
465-2679 Juneau

TO: Committee Members
House Community and Regional Affairs

FROM: Curt Menard £ ft fv\
Representative ^

Date: March 2, 1988

RE: CSHB434, Municipal Development and Redevelopment

Amendment #1: Page 2, line 4, after "means the", through line 9: 
Delete all material
Insert "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."

Amendment #2: Page 1, line 16, after "blitted areas" add: 
"or in other areas"



C u r t  M e n a r d

351 W. Swanson Ave. 
Wasilla, Alaska 99687 

Or
P.O. Box V 

Juneau, Alaska 99811

373-CURT 
376-5315 Work 
376-5855 H o m e  
465-2679 Juneau

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

M E M O R A N D U M

TO: Committee Members
Community and Regional Affairs

FROM: Curt Menard ^ V'iVx
Representative ‘ ^

DATE: March 2, 1988

RE: Description of the Changes in CSHB434

Amendment #1: Ihe language of the amendment would alter the way
in which the incremental portion of the tax would 
be calculatedc

In the original bill, the taxes due were based 
on the incremental change in the assessed value of 
the property:

MIL ASSESSED TAXES
RATE PROPERTY DUE

VALUE

1 mil on $100.00 = $0.10
3 mils on $500.00 = $1.50

Incremental change in assessed value: 
$500.00 - $100.00 =  $400.00 
Taxes due based on incremental change: 
3 mils on $400.00 = $1.20



ALASKA STATE LEGISLATURE
C u r t  M e n a r d

351 W. Swanson Ave. 
Wasilla, Alaska 99687 

Or
P.O. Box V 

Juneau, Alaska 99811

373-CURT 
376-5315 Work 
37G-5855 H o m e  
465-2679 Juneau

lll&i

With this amendment, the taxes due are 
figured on the incremental change between the 
taxes due before the project was authorized and 
the taxes due at any time afterward:

M E L  ASSESSED TAXES
RATE PROPERTY DUE

VALUE

1 mil on $100.00 =  $0.10
3 mils on $500.00 = $1.50

Incremental change in taxes due:
$1.50 - $0.10 = $1.40 

Taxes due based on incremental change ~ $1.40

****Advantage to the amendment is that, if the mil 
rate changes, it enables larger sums to be 
dedicated toward, the tax increment financing 
project; which in turn allows more to be put 
towards paying off the tax increment bonds and 
improves the attractiveness of the bonds.
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LEGISLATIVE AFFAIRS A G E N C Y

M E M 0 R A N D U M March i ,  1988

SUBJECT: M u n ic ip a l  powers  and HB 434

TO: R e p r e s e n t a t i v e  C u r t  Menard

FROM: T h e re s a  L. B a n n i s t e r ^ ?
L e g i s l a t i v e  C ounse l

You have  a sk e d  w h e t h e r  m u n i c i p a l i t i e s  a l r e a d y  have  t h e  pow­
e r s  t h a t  would  be  a u t h o r i z e d  f o r  them by HB 434, In  g e n e r ­
a l ,  t h e s e  powers i n c l u d e  u n d e r t a k i n g  deve lo p m e n t  and r e d e ­
v e lo p m e n t  p r o j e c t s ,  c r e a t i n g  p u b l i c  cor i  o r a t i o n s  t o  u n d e r ­
t a k e  t h e  p r o j e c t s ,  and r e p a y i n g  p r o j e c t  i n d e b t e d n e s s  by a 
t a x  in c r e m e n t  a r r a n g e m e n t .

1. CITIES. The s p e c i f i c  HB 434 powers a r e  n o t  s p e c i f i c a l l y  
g i v e n  o r  p r o h i b i t e d  t o  c i t i e s .  S i n c e ,  i n  a d d i t i o n  t o  i t s  
s p e c i f i e d  p o w e rs ,  a c i t y  may e x e r c i s e  any power n o t  p r o h i b ­
i t e d  by law ,  c i t i e s  a l r e a d y  can e x e r c i s e  t h e  powers d e l i n ­
e a t e d  i n  HB 434. AS 2 9 .3 5 .2 5 0  -  2 9 .3 5 . 2 6 0 .  The o n ly  e x c e p ­
t i o n  i s  t h a t  a c i t y  i n  a b o rou g h  may n o t  e x e r c i s e  a power 
t h a t  i s  b e in g  e x e r c i s e d  i n  t h e  c i t y  by t h e  bo ro u g h .
AS 2 9 . 3 5 . 2 5 0 .  HB 434 would n o t  e l i m i n a t e  t h i s  r e s t r i c t i o n .  
T h e r e f o r e ,  e x c e p t  t o  t h e  e x t e n t  t h a t  a c i t y  i s  l o c a t e d  i n  a 
b o rough  t h a t  i s  e x e r c i s i n g  t h e  power i n  t h e  c i t y ,  u n d e r  c u r ­
r e n t  law a c i t y  may e x e r c i s e  t h e  powers  a u t h o r i z e d  by 
HB 434.

2. HOME RULE BOROUGHS. The s p e c i f i c  powers i n  HB 434 have  
n o t  been  g i v e n  o r  p r o h i b i t e d  t o  home r u l e  b o r o u g h s .  S in c e  a 
home r u l e  b o rou g h  can e x e r c i s e  any power u n l e s s  t h e  power i s  
s p e c i f i c a l l y  p r o h i b i t e d  t o  them by AS 2 9 .1 0 . 2 0 0 ,  u n d e r  c u r ­
r e n t  law r. home r u l e  b o ro u g h  can  e x e r c i s e  t h e  powers t h a t  
would  be  p r o v i d e d  by HB 434.

3. FIRST CLASS BOROUGHS. The HB 434 powers  a r e  n o t  s p e c i f ­
i c a l l y  g i v e n  o r  p r o h i b i t e d  to  f i r s t  c l a s s  b o r o u g h s .  I f  t h e  
b o rough  w a n ts  t o  e x e r c i s e  an HB 434 power n o n a re a w id e  ( i n
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the areas of the b o r o u g h  not w i t h i n  a c i t y ) , it may do so 
since such powers are not p r ohibited to it by law.
AS 29.25.200(a). However, to exercise the power on an 
areawide basis (throughout the borough, including the areas 
w i t h i n  cities), the b o r o u g h  must first acquire the power.
AS 29.35.200(c). A  b o r ough can acquire the power by t r a n s­
fer from a city or by h o lding an a reawide election on the 
question. HB 434 w o u l d  e liminate the need for the boro ugh 
to acquire a po wer given by the bill b efore  exercising it on 
ar. areawide basis.

4. SECOND CLASS BOROUGHS. A  second class b o r ough is s p e­
cifically allowed  to provide for economic development on a 
n o n a r e a w i d e  basis, but not on an areawide basis, unless the 
b o rou gh f ormally acquires the power. AS 29.35.210. None of 
the other HB 434 powers have b e e n  specifically prohibited  to 
a second class borough, so a second class b o rough could e x­
ercise them if it ac quires them pursu ant to statute.
AS 2 9 . 3 5 . 2 1 0 (c)- (d). HB 434 w o u l d  eliminate the n e e d  for 
the b o r o u g h  to acquire the powers allowed under the bill.

5. THIR D CLASS BOROUGHS. HB 434 powers are not s p e c i f i c a l­
ly given to third class boroughs, and the b o r o u g h  w o u l d  be 
obliged to acquire these powers. In addition, the acquired 
powers w o u l d  be r estricte d to service areas. (AS 29.35.220(d) 
HB 434 w o u l d  enable third class b o r oughs to exercise HB 434 
powers w i t h o u t  b e i n g  obliged to establish a service area,
and to exercise them throughout a borough, rather than only 
in a service area.

6. C L A R I F I C A T I O N  OF BOROUGH POWERS. For the powers in the 
bill to apply w i t h o u t  the limitations that I have discussed 
on b o rough powers, I w o u l d  suggest adding a sentence to 
sec. 29.35.035(d) of the b i l l  to clarify this intent. This 
sentence should read as follows: "Limitations on the 
exercise of b o r o u g h  powers under AS 29.55.200 - 29.55.220 do 
not apply to the exercise of powers u n d e r  this section."

In general, however, it is true that muni ci p a l i t i e s  can e x­
ercise the powers p r o v i d e d  for u n d e r  this bill. That is 
also true of the section a u t h o r i z i n g  a m u n i c i p a l i t y  to p r o­
vide eme rgency services communicatio ns centers. (AS 29.35,130) 
It is also, largely, true of the sections dealing with 
hazardous materials  and wastes. (AS 29.35.500-.590)

If I m a y  be of furth er assistance, please advise.

T L B :gc 
W K G 2 :14
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G o v e r n m e n t  F i n a n c e  R e s e a r c h  C e n t e r  

G o v e r n m e n t  F i n a n c e  Officers A s s o c i a t i o n

T h i s  t e c h n ic a l  a s s is t a n c e  s t u d y  w a s  p r e p a r e d  b y  t h e  G o v e r n m e n t  F i n a n c e  

R e s e a r c h  C e n t e r  o f  t h e  G o v e r n m e n t  F i n a n c e  O f f i c e r s  A s s o c i a t i o n  u n d e r  c o n t r a c t  

w i t h  t h e  E c o n o m i c  D e v e l o p m e n t  A d m i n i s t r a t i o n .  T h e  f i n d i n g s ,  c o n c lu s i o n s ,  

r e c o m m e n d a t i o n s ,  a n d  o t h e r  s t a t e m e n t s  in  t h i s  r e p o r t  a r e  s o l e l y  t h o s e  o f  t h e  

c o n t r a c t o r  a n d  d o  n o t  n e c e s s a r i ly  r e f le c t  t h e  v i e w s  o f  t h e  G o v e r n m e n t  F i n a n c e  

O f f i c e r s  A s s o c i a t i o n  o r  t h e  E c o n o m i c  D e v e l o p m e n t  A d m i n i s t r a t i o n .

C rea ting  an d  F inancing  P u b lic  E n terp r ise  is  p u b l i s h e d  t h r o u g h  a  g r a n t  f r o m  

t h e  E c o n o m i c  D e v e l o p m e n t  A d m i n i s t r a t i o n  o f  t h e  U . S .  D e p a r t m e n t  o f  C o m ­

m e r c e .  N o  p a r t s  m a y  b e  r e p r o d u c e d  w i t h o u t  p e r m is s io n  f r o m  t h e  E c o n o m i c  

D e v e l o p m e n t  A d m i n i s t r a t i o n  a n d  t h e  G o v e r n m e n t  F i n a n c e  R e s e a r c h  C e n t e r  o f  

t h e  G o v e r n m e n t  F i n a n c e  O f f i c e r s  A s s o c i a t i o n .

L i b r a r y  o f  C o n g r e s s  c a t a l o g  c a r d  n u m b e r :  8 4 - 8 0 5 5 6  

I S B N :  0 - 8 9 1 2 5 - 0 8 5 - 9  

M a y  1 9 8 4

G o v e r n m e n t  F i n a n c e  R e s e a r c h  C e n t e r  

G o v e r n m e n t  F i n a n c e  O f f i c e r s  A s s o c i a t i o n  

1 7 5 0  K  S t r e e t ,  N . W . ,  S u i t e  2 0 0  

W a s h i n g t o n ,  D . C .  2 0 0 0 6  

2 0 2 / 4 6 6 - 2 0 1 4
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a r e  t h o s e  u n p a i d  t h i r t y  d a y s  a f t e r  t h e ir  d u e  d a t e ;  l i e n s  a r e  d e l i n q u e n t  a s s e s s m e n t s  

f o r  w h i c h  l i e n s  h a v e  b e e n  f i l e d  a g a in s t  t h e  p r o p e r t y ;  a n d  d e f e r r e d  a s s e s s m e n t s  

a r e  t h o s e  a s s e s s m e n t  i n s t a l l m e n t s  t h a t  a r e  d u e  t o  b e  p a i d  i n  t h e  f u t u r e  b e y o n d  

o n e  y e a r .  N o t e  t h a t  b o n d s  p a y a b l e  a p p e a r  in  t h e  l i a b i l i t i e s  s e c t io n  o f  t h e  s p e c ia l  

a s s e s s m e n t  f u n d .

The Future of Special Assessments

I f  C a l i f o r n i a ' s  a p p l ic a t i o n  o f  s p e c ia l  a s s e s s m e n t s  is  a s  p o r t e n t o u s  a s  t h e  e n ­

a c t m e n t  o f  P r o p o s i t i o n  1 3 .  the  u t u r e  is  l i k e l y  t o  s e e  t h e  i n c r e a s i n g l y  a g g r e s s iv e  

a p p l ic a t i o n  o f  s p e c ia l  a s s e s s m e n t s ,  n o t  o n l y  f o r  s t r e e t s ,  s i d e w a l k s ,  s e w e r s ,  a n d  

p a r k i n g  g a r a g e * ,  b u t  f o r  f i r e  s t a t io n s ,  s c h o o l s ,  a n d  p u b i i c  t r a n s it  s y s t e m s  a s  w e l l .  

T h e  S a n  F r a n c i s c o  C i t y  C o u n c i l ,  f o r  e x a m p l e ,  r e c e n t ly  c o n s i d e r e d  t h e  e s t a b ­

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

s y s t e m ,  a n d  t h r e e  C a l i f o r n i a  g o v e r n m e n t s ,  i n c l u d i n g  t h e  C i t y  o f  S a n  D i e g o ,  h a v e  

a lr e a d y  e n a c t e d  o r d i n a n c e s  a l l o w i n g  a s s e s s m e n t s  f o r  f i r e  p r o t e c t i o n . 15

Tax Increment Financing
T a x  i n c r e m e n t  f in a n c i n g  ( T I F )  u s e s  in c r e a s e s  i n  p r o p e r t y  v a l u e s  a t t r ib u t e d  t o  

a c a p i t a l  p r o j e c t  t o  r e c o v e r  t h e  p r o j e c t ’ s c o s t s .  U n d e r  t h i s  a p p r o a c h ,  a  s p e c ia l  

t a x  i n c r e m e n t  d i s t r i c t  is  c r e a t e d  b y  t h e  a d o p t i o n  o f  a  p l a n  f o r  d e v e l o p m e n t  o r  

r e d e v e lo p m e n t  o f  a  p a r t i c u l a r  g e o g r a p h ic a l  a r e a .  A l t h o u g h  t h e  u s e  o f  t a x  i n c r e ­

m e n t  f in a n c i n g  i n  r u r a l  a r e a s  is  n o t  u n c o m m o n ,  t h i s  m e t h o d  is  u s u a l l y  u s e d  t o  

f in a n c e  r e d e v e lo p m e n t  in  d e t e r io r a t e d  u r b a n  a r e a s  c h a r a c t e r iz e d  b y  d e c l i n i n g  

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

is  e s t a b l is h e d  b y  t h e  m o s t  r e c e n t  a s s e s s m e n t  v a l u a t i o n  p r i o r  t o  r e d e v e lo p m e n t ,  

a n d  c a p i t a l  p r o je c t s  o r  i m p r o v e m e n t s  a r e  ( h e n  f in a n c e d  b y  a  s p e c ia l  t a x  o n  t h e  

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

I n  a  t y p i c a l  c a s e ,  a  r e d e v e lo p m e n t  a g e n c y  o r  o t h e r  g o v e r n m e n t a l  a u t h o r i t y  

m a y  s o l i c i t  c o m m i t m e n t s  f r o m  d e v e lo p e r s  f o r  c o n s t r u c t i o n  o f  a  n e w  d o w n t o w n  

s h o p p i n g  m a l l  c o n t i n g e n t  o n  t h e  g o v e r n m e n t ’ s  f i n a n c i n g  o f  c e r t a in  in f r a s t r u c t u r e  

i m p r o v e m e n t s ,  s u c h  a s  w a t e r ,  d r a i n a g e ,  a n d  s e w e r  f a c i l i t i e s .  T h e  la s t  a s s e s s m e n t  

o f  t h e  s h o p p i n g  m a l l  s i t e  p r i o r  t o  t h e  d e v e l o p m e n t  p l a n  b e c o m e s  t h e  o r i g i n a l  

a s s e s s m e n t  b a s e  f o r  t h e  T I F .  A s  t h e  s it e  is  p r e p a r e d  a n d  c o n s t r u c t i o n  p r o c e e d s ,  

t h e  p r o p e r t y  is  p e r i o d i c a l 'y  r e a s s e s s e d  a n d  t h e  c o s t  o f  i n f r a s t r u c t u r e  i m p r o v e m e n t s  

is  r e c o v e r e d  b y  a  t a x  l e v y  f o r  a  s p e c i f ie d  n u m b e r  o f  y e a r s  o n  t h e  d i f f e r e n c e  

b e t w e e n  t h e  o r i g i n a l  a s s e s s m e n t  b a s e  a n d  t h e  p r o p e r t y ’ s  n e w  a s s e s s m e n t .

An Example of Tax Increment Financing

E x h i b i t  5 - 3  i l lu s t r a t e s  t h e  w a y  s u c h  a  t a x  i n c r e m e n t  f in a n c i n g  p l a n  m i g h t  w o r k  

u n d e r  t h e  f o l l o w i n g  a s s u m p t i o n s :  ( 1 )  t h a t  a  t a x  i n c r e m e n t  b o n d  is s u e  c a n  b e  

m a r k e t e d  a t  a n  e f f e c t i v e  in t e r e s t  r a te  o f  1 0  p e r c e n t  p e r  a n n u m  w i t h  d e b t  s e r v ic e  

m a t c h e d  t o  t a x  i n c r e m e n t  r e v e n u e s ,  a n d  ( 2 )  t h a t  i n f r a s t r u c t u r e  i m p r o v e m e n t s
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:ns are de linquent assessments 
r ty ; and de fe r red  assessments 
be  paid in the future beyond  
abili t ies section o f  the specia l

ts is as portentous as the cn- 
x . the increas ing ly  aggress ive 
reets, s id ewa lk s , sewers , and 
public transit systems as w e l l .  
:cen t ly  considered the estab- 
a l l y  finance the M un i r a i lw ay  
g  the C i ty  o f  San  D ie g o ,  have  
o r  f i re  p ro jec t ion . 5

p roperty  va lues attributed to 
id e r this app roach , a specia l 
t f  a  p lan  f o r  deve lopm en t o r  
lthough the use o f  tax incrc- 
lis m ethod is u sua l ly  used to 
5 characterized by  dec lin ing 
? p ropert ies w ithin the district 
t ion p r io r  to red eve lopm en t , 
need by  a specia l tax on  the 
iitting p ropert ies , 
ither gove rnmen ta l authority 
truction o f  a  new d ow n tow n  
icing o f  certain in frastructure 
aci lit ics . The  last assessment 
t p lan becomes the o r ig ina l 
i  and construction p roceeds , 
in frastructure im p rovemen ts  
r o f  years on  the- d i f fe rence  
i r ty ’ s new assessment.

it financ ing p lan m ight w o rk  
icrcmcnt bond issue can be 
3er annum with debt serv ice 
infrastructure im p rovemen ts
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EXHIBIT 5-3 (cont’d)
Exam p le o f T a x  Increm ent Financing

Amount Borrowed:

Annual Interest Rale:

Term (Years):

Annual Increase in Property Values:

826234

0.10

30

.06

Year

Base

Value

Actual

Value

Value

Increment

City

T.w
.Of)’

County

Tax

.003

School

Tax

.025

Sewer

Tax

.0025
Annual

Increment

PV

Annual

Increment

15 3000000 6782712 3782712 2647.' 11348 94568 9457 141852 33958
16 3000000 7189675 4189675 29328 12569 104742 10474 157113 34192
17 3000000 7621055 4621055 32347 13863 115526 11553 173290 34284
18 3000000 8078318 5078318 35548 15235 126958 12696 190437 34252
19 3000000 8563017 *'563017 38941 16689 139075 13908 208613 34110
20 3000000 9076799 O076799 42538 18230 151920 15192 227880 33873
21 3000000 9621406 6621406 46350 19864 165535 16554 244803 33553
22 3000000 1019869 718691 50391 21596 179967 17997 269951 33162
23 3000000 10810612 7810612 54674 23432 195265 19527 292898 32710
24 3000000 11459249 8459249 59215 25378 211481 21148 31722 32206
25 3000000 12146804 9146804 64028 27440 228670 22867 343005 31658
26 3000000 12875612 9875612 69129 29627 246890 24689 370335 31073
27 3000000 13648149 10648149 74537 31944 286204 26620 399306 30458
28 3000000 14467038 11467038 80269 34401 286676 28668 4300,14 29819
29 3000000 15335060 12335060 86345 37005 308377 30836 462565 29160
30 3000000 16255164 13255164 92786 39765 331379 33138 497069 28486

826234
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EXHIBIT 5-3 (cont’d)
E xam p le  o f T a x  Increm ent Financing

A m o u n t  B o r r o w e d :

A n n u a l  I n t e r e s t  R a t e :

T e r m  ( Y e a r s ) :

A n n u a l  I n c r e a s e  i n  P r o p e r t y  V a l u e s :

8 2 6 2 3 4

0 . 1 0

3 0

. 0 6

Y e a r

B a s e

V a l u e

A c t u a l

V a l u e

V a l u e

I n c r e m e n t

C i t y

T a x

. 0 0 7

C o u n t y

T a x

. 0 0 3

S c h o o l

T a x

. 0 2 5

S c w c r

T a x

. 0 0 2 5

. A n n u a l  

I n c r e m e n t

P V

A n n u a l

I n c r e m e n t

15 3 0 0 0 0 0 0 6 7 8 2 7 1 2 3 7 8 2 7 1 2 2 6 4 7 9 1 1 3 4 8 9 4 5 6 8 9 4 5 7 1 4 1 8 5 2 3 3 9 5 8

16 3 0 0 0 0 0 0 7 1 8 9 6 7 5 4 1 8 9 6 7 5 2 9 3 2 8 1 2 5 6 9 1 0 4 7 4 2 1 0 4 7 4 1 5 7 1 1 3 3 4 1 9 2

17 3 0 0 0 0 0 0 7 6 2 1 0 5 5 4 6 2 1 0 5 5 3 2 3 4 7 1 3 8 6 3 1 1 5 5 2 6 1 1 5 5 3 1 7 3 2 9 0 3 4 2 8 4

18 3 0 0 0 0 0 0 8 0 7 8 3 1 8 5 0 7 8 3 1 8 3 5 5 4 8 1 5 2 3 5 1 2 6 9 5 8 1 2 6 9 6 1 9 0 4 3 7 3 4 2 5 2

19 3 0 0 0 0 0 0 8 5 6 3 0 1 7 5 5 6 3 0 1 7 3 8 9 4 1 1 6 6 8 9 1 3 9 0 7 5 1 3 9 0 8 2 0 8 6 1 3 3 4 1 1 0

2 0 3 0 0 0 0 0 0 9 0 7 6 7 9 9 6 0 7 6 7 9 9 4 2 5 3 8 1 8 2 3 0 1 5 1 9 2 0 1 5 1 9 2 2 2 7 8 8 0 3 3 8 7 3

21 3 0 0 0 0 0 0 9 6 2 1 4 0 6 6 6 2 1 4 0 6 4 6 3 5 0 1 9 8 6 4 1 6 5 5 3 5 1 6 5 5 4 2 4 4 8 0 3 3 3 5 5 3

2 2 3 0 0 - 0 0 0 1 0 1 9 8 6 9 7 1 8 6 9 1 5 0 3 9 1 2 1 5 9 6 1 7 9 9 6 7 1 7 9 9 7 2 6 9 9 5 1 3 3 1 6 2

2 3 3 0 0 0 0 0 0 1 0 8 1 0 6 1 2 7 8 1 0 6 1 2 5 4 6 7 4 2 3 4 3 2 1 9 5 2 6 5 1 9 5 2 7 2 9 2 8 9 8 3 2 7 1 0
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costing S 8 2 6 .2 3 4  and subsequent commerc ia l d evek  ~ient increase the actual 
va lue o f  real p roperty , o r ig ina l ly  assessed at S3 m i l l ion , by 6  percent per annum. 
Under this p lan, tax increments from  fou r taxing entities— a city, county , school 
district, and sewer enterprise— wou ld  be used to service the T I F  bond issue fo r  
3 0  years. At the end o f  the 3 0  year term, the o rig ina l S3 m i l l ion  assessment 
base would be ‘ ‘ u n f ro zen , ”  and the fou r  taxing entities would rea lize subsequent 
increases in tax revenues.

P la n s
Many governments require the preparation o f  a deve lopment plan and/or a tax 

increment Financing p lan be fo re  creating a special tax increment district. The 
plans typ ically include the fo l low ing :

• the government ’ s legal authority to establish a special tax increment dis­
trict o r  redevelopment district;

• the social and econom ic objectives which provide the basis fo r  the g ov ­
ernment’ s intervention in the deve lopment process;

• a legal and geographica l description o f  the special district, including 
present and projected land use;

• a complete description o f  the facil ities o r  improvements planned, including 
estimated project cos's and comple t ion dates;

• the department, agency, o r  authority responsible fo r  deve lopment admin­
istration;

• the original assessment base and estimated assessed values on completion 
o f  the project;

• the estimated fisca l impact o f  the pro ject and tax increment financing on 
other taxing entities; and

• where required by enab ling leg is la t ion , statements stipulating that the 
special district qua li f ies as a " b l ig h te d ” 16 area and that the deve lopment 
plan could not be rea lized without lax increment financing.

T a x  In c rem en t  Bonds
T ax  increment bonds can be issued either as revenue bonds o r  general o b l i ­

gation bonds. Tax increment revenue bonds, l ike  other revenue bonds, are near ly 
a lways exempt from voter approva l and debt ceiling limitations. H ow eve r ,  unless 
investors perceive estimated assessment benefits to be re lat ive ly certain, tax 
increment bonds pledged so le ly  against tax increment revenues may  not be 
marketab le . T o  enhance their marketabi l i ty , tax increment bond provis ions often 
stipulate a minimum assessed va lue f o r  properties on completion o f  the pro ject.

Most tax increment bonds are issued as tax increment G O  bonds backed by 
the fu l l  faith and credit o f  the issuing government. A lthough they are essential ly 
G O  bonds, some states, notab ly  M innesota and Ca l i fo rn ia , a lso  exempt tax 
increment G O  bonds f rom  vote r approva l and debt cei ling limitations on  the
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grounds that they are repayab le  f rom  revenue sources other than general tax 
revenues o f the government.

A ccoun t ing  f o r  T ax  In c r e m e n t  F inanc ing
T IF  projects are typ ica l ly  administered by an independent redevelopment c om ­

mission o r a redevelopment agency o f  the general government. In the fo rm er 
case, T IF  activities are subject to the reporting requirements discussed in the 
last section o f  Chapter F o u r ,  “ Accounting fo r  Independent Pub lic Enterp rises .”  
In the latter case, T I F  activities may be reported in three governmenta l funds 
and two account gi aups. B ond  proceeds o r  revenues to be used fo r  construction 
o f  capital facilities o r  improvements are accounted fo r  in the Capita l Pro jects 
Fund, and construction in progress is reflected in a Genera l F i*"  ’ Asset account. 
T I F  revenues pledged as security fo r  a T IF  bond are accounteu f o r  in a special 
revenue fund; unrestricted revenues are accounted fo r  in the Ge icral Fund, l i i c  
l iabi lity  fo r  a T IF  bond appears in a Genera l Long-Term  D e 2t account, and 
money accumulated fo r  bond repayment is accounted fo r  in the Debt Reserve 
Fund.

L ike  most government operations , T I F  activities administered by ?n agency 
o f  the general government are accounted fo r  on the modif ied accrual basis 
described earlier in this chapter. The most signif icant d ifference between the 
modif ied accrual basis used fo r  T I F  activities and the accrual basis used fo r  
public enterprises relates to the treatment o f  long-term debt. U nde r  the accrual 
basis, a portion o f  the interest due on a bond maturing in twenty years , would 
be recognized each year as annual interest expense. Under the mod if ied  accrual 
basis, however, no interest expense is recognized until interest is actually due 
in the twentieth year. The obv ious effect o f  this treatment is that interest expense 
is understated fo r  the first nineteen years and overstated in the twentieth year; 
but the effect is somewhat mitigated by the fact that T IF  bonds are genera lly 
issued in serial fo rm , with d iffe rent series bonds maturing in d ifferent years.

T h e  F u tu r e  o f  T ax  In c r e m e n t  F inanc ing
Tax increment financing was first used in Minnesota in 1947 and again in 

Ca l i fo rn ia  in 1952. B y  1984 , at least 38  states had enacted legis lation permitting 
tax increment financing, most within the last decade .17 In it ia l ly , tax increment 
financing was used to p rov ide  the loca l matching share fo r  federa l ly  funded urban 
renewal and redevelopment pro jects. Loca l taxing agencies within a tax increment 
district accepted a temporar i ly  frozen tax base under the assumption that they 
wou ld  ult imately benefit f r om  a h igher tax base when T I F  bonds were repaid 
and the original assessment base was unfrozen .

In recent years, howeve r ,  with the curtailment o f  many categorical federal 
p rograms, tax increment financing has become the principal means o f  financing 
redevelopment. In addition , the advent o f  Proposit ion 13 and its successors has 
led to the increasingly aggressive use o f  tax increment financing, not on ly  fo r
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redevelopment, but, insofar as lega l ly  permissib le , f o r  general purpose gove rn ­
ment operations as we l l . Thus , the future is l ik e ly  to see T I F  projects o f  longe r , 
even indefinite, duration, levy ing taxes on geographica l ly  la rger and more de­
ve loped tax increment districts. O ffsett ing this trend, however, w i l l be the e ffo r ts  
o f  cash-strapped taxing entities to gain ear ly  access to some o r a l l o f  the incre­
mental increase.

Other User Pay Approaches
Finance directors and other government o ff ic ia ls  and admir .i j tra tors are un­

derstandably reluctant to charge o ld  residents fo r  the construction, operation, 
and maintenance o f  facilities designed to serve new development. Consequent ly , 
a number o f  user-pay approaches have been devised to recover the costs o f  
extended service to new deve lopments .

Connec t ion  Fees
When the levenues anticipated from  an extension o f  water and sewer service 

are not sufficient to recover the gove rnment ’ s investment, many loca l ordinances 
require that new users be assessed a connection o r  tap fee. Because loca l o rd i­
nances typ ica l ly  limit the connection fee to an amount necessary to recove r on ly  
the capital costs o f  extended service, the costs o f  annual depreciation o f  the new 
facili ty must be borne by a l l users. This is ref lected in the accounting treatment 
fo r  connection fe^s, which requires that the new extension be accounted fo r  with 
other assets on the left side o f  the Enterprise Fund Balance Sheet and that the 
connection fee be accounted fo r  as a contribution o f  capital in the “ equ ity ”  
section on the right side o f  the Enterprise Fund Balance Sheet. I f  charges are 
not raised to cove r the annual depreciation o f  the asset, the short fa l l manifests 
itse lf as a growing deficit in the retained earnings account. This increase in the 
charge to prior residents may be jus t i f ied , in the case o f  sewer and water facili ties, 
fo r  example , because the new facili ty benefits the entire community  to the extent 
that it improves general health and sanitation and enlarges the revenue base fo r  
m a jo r common facil ities and rep lacement programs. The determination o f  eq­
uitable connection charges is particu lar ly  d iff icu lt in the case o f  water service , 
where the extension o f  water main capacity benefits the entire community  in 
terms o f  increased fire protection.

E xac t ions
The practice o f  requir ing deve lopers to provide certain physical facili ties is 

one o f  the most important and we l l  established means o f  financing infrastructure. 
In  Ca li fo rn ia  subdivision exactions are worth ove r f ive times as much as all 
deve lopment-re lated fees and assessments and, in the wake o f  P roposit ion 13, 
now account fo r  nearly h a l f  o f  the annual public capital fo rmation in that state .18 
Deve lope rs  usua lly  provide streets, curbs, sidewalks, street lights, sewer and
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STEVE COWPER, GOVERNOR

□  P.O. BOX B
JUNEAU. ALASKA 99811-2100 
PHONE: (907) 465-4700

□  949 E. 36TH AVENUE. SUITE 400
ANCHORAGE, ALASKA 99508-4302 
PHONE: (907) 563-1073

POSITION PAPER

RE: House Bill 434

SPONSOR: Menard, Larson & awacki

P r o g r a m  Effects of the Bill

House Bill 434 allows municipal bonds to qualify for tax exempt 
status under federal law. The bill also provides guidelines for 
m u n i c ipal ities to follow if they wish to practice tap increment 
financing as a m etho d of satisfying bonded indebtedness.

Comments

The Departme nt has no general objection to the granting of 
municip al property tax options. When granted, however, we 
believe those options should be consistent with existing 
statutes, should serve a positive public purpose, and should 
provide adequate gu idance and direction to municipalities. It 
is our position that Section 2 of House Bill 434 falls 
co nsiderabl y short of fulfilling those criteria.

L e g i s l a t i v e  counsel and the Department of Law have informed us 
that munic ipalities already have the jurisdiction to persue at 
least all the activities contained in the bill. That being so, 
it appears the sole reason for the adoption of any statute 
dealing with this matter is to insure the availability of tax 
free municipal bonds under federal guidelines. It appears to us 
that by deleting the language in Section 2 under AS 29.35.035 
(a) through (c), the federal requirements are met without 
limiting m u n i c ipalities to the guidelines provided under that 
s e c t i o n .

Section 2 of HB 434 provides the following guidelines to local 
g o v e r n m e n t s :

1. The section gives municipalities the jurisdiction 
to create a public authority with the plenary 
power to issue revenue bonds, G.O. bonds and 
double-barrel bonds (pledged by the taxpayers), 
without any requirement of public input.

2. It provides guidance for municipali ties to 
construct and convey title to a building at no 
cost to the applicant and paid for by other 
t a x p a y e r s .

21-P1LH
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3. It also provides guidelines which if followed, 
would create a tremendous competitive business 
advantage for the applicant.

When adopting statutory legislation into local law, m u n i c i­
palities usually duplicate the enabling language as closely as 
possible. The Department is concerned that m u n i c ipalitie s would 
focus almost entirely on the guidelines provided in section 2, 
thereby creating the problems noted above.

In summary, the Department opposes the public policy message 
created by Section 2 of the bill, and recommend the Committee 
delete AS 29.35.035 (a) through (c) from that section. If that 
language were to become law, we believe it would provide 
substantial temptation and op portunity for the abuse of local 
powers and the m i suse of municipal prope r t y  taxes.
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R e p r e s e n t a t i v e  C u r t  Menard 
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J u n e a u ,  A l a s k a  99811

Ret H o u s e  Bill 434

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

I h a v e  b e e n  asked b y  D a v e  Soulak, P a l m e r  C i t y
M anager ,  t o  comment on t h e  p u r p o a e  o f  s u b s e c t i o n s  (b )  and ( c )  
o f  AS 2 9 . 3 5 . 0 3 5  i n  HouBe B i l l  434. A c c o r d i n g  t o  Mr. S o u l a k ,  
i t  h a e  b e e n  a r g u e d  t h a t  m u n i c i p a l i t i e s '  i m p l i e d  po w ers  u n d e r  
e x i s t i n g  law a u t h o r i z e  t h e  m a t t e r s  p r o v i d e d  f o r  i n  t h e s e  
s u b s e c t i o n s ,  m aking  t h e s e  s u b s e c t i o n s  s u p e r f l u o u s .

The p u r p o a e  o f  s u b s e c t i o n  (b)  i s  t o  e x p r e s s l y
a u t h o r i  z e  m u n i  r H  p a l i t i o o  t o  o a t a b l i * h  p u b l i c  e o r p o r a b i o n o  t o
e x e r c i s e  pow ers  r e l a t e d  t o  d e v e lo p m e n t  and  r e d e v e l o p m e n t  
p r o j e c t s .  A r t i c l e  X, S e c t i o n  11 o f  t h e  A l a s k a  c o n s t i t u t i o n  
a u t h o r i z e s  home r u l e  m u n i c i p a l i t i e s  t o  e x e r c i s e  a l l  
l e g i s l a t i v e  p o w ers  n o t  p r o h i b i t e d  by  law o r  by  c h a r t e r .  T h i s  
g r a n t  s u f f i c e s  t o  a u t h o r i z e  a home r u l e  m u n i c i p a l i t y  t o  fo rm  a
p u b l i c  corporation. However, this b r o a d  g r a n t  of p o w e r  d o e s

not e x t e n d  to gener al law m u n i c i p a l i t i e s .  T o  form a p u b l i c  

corporation, a general law m u n i c i p a l i t y  p r e s e n t l y  m u s t  r e l y

u p o n  AS 29.35.410, w h i c h  p r o v i d e s  t h a t  " u n l e s s  o t h e r w i s e  

l i m i t e d  b y  law, a m u n i c i p a l i t y  has and m a y  e x e r c i s e  all p o w e r s

and f u n c t i o n s  n e c e s s a r i l y  o r  f a i r l y  i m p l i e d  i n  o r  i n c i d e n t  t o  
t h e  p u r p o s e  o f  a l l  pow ers  and f u n c t i o n s  c o n f e r r e d  by t h i s  
t i t l e . "  The f o r m a t i o n  o f  c o r p o r a t i o n s  t r a d i t i o n a l l y  iB a 
s t a t e ,  n o t  a l o c a l ,  f u n c t i o n ,  and A l a s k a  h a s  a c o m p r e h e n s iv e  
s t a t u t o r y  scheme f o r  t h e  f o r m a t i o n  o f  c o r p o r a t i o n s  u n d e r  t h e  
a u t h o r i t y  o f  t h e  s t a t e  g o v e rn m e n t .  One c a n n o t  b e  a s u u r e d  t h a t  
a  g e n e r a l  law  m u n i c i p a l i t y  h a e  t h e  i m p l i e d  pow er  t o  fo rm  a 
p u b l i c  c o r p o r a t i o n  t o  c a r r y  o u t  m u n i c i p a l  f u n c t i o n s .  E x p r e s s  
s t a t u t o r y  a u t h o r i z a t i o n  p r o v i d e s  t h e  a s s u r a n c e  n e c e s s a r y  t o  
bond c o u n s e l  a p p r o v a l  and m a r k e t  a c c e p t a n c e  o f  bo nd s  i s s u e d  by  
su c h  a p u b l i c  c o r p o r a t i o n .
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S u b s e c t i o n  ( c )  a u t h o r i z e s  t h e  u s e  o f  a t a x  i n c r e m e n t  
a s  a s o u r c e  o f  r e p a y m e n t  f o r  d e v e lo p m e n t  and r e d e v e l o p m e n t  
b o n d s .  T h i s  p r o v i s i o n  a s s u r e s  t h a t  b o n d s  t o  f i n a n c e  
r e d e v e l o p m e n t  p r o j e c t s  may be  s t r u c t u r e d  t o  m ee t  f e d e r a l  t a x
lav s t a n d a r d s  for tax e x e m p t i o n  of b o n d s  as "quali f i e d

r e d e v e l o p m e n t  b o nds." S e c t i o n  144(c) of the Internal R e ve nue 

Code o f  1986 s e t s  f o r t h  t h e  s t a n d a r d s  t h a t  m ust  be  met  f o r  a 
bond  t o  be a " 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 . "  Amona t h e s e  i s
t h e  r e q u i r e m e n t  i n  S e c t i o n  1 4 4 ( c ) ( 2 ) ( B )  t h a t  t h e  bon d s  be
s e c u r e d  e i t h e r  by  g e n e r a l  t a x  r e v e n u e s ,  o r  by  a t a x  i n c r e m e n t .  
S u b s e c t i o n  ( c )  o f  AS 2 9 . 3 5 . 0 3 5  e x p r e s s l y  a u t h o r i z e s  t h e  u s e  o f  
a t a x  i n c r e m e n t  t o  r e p a y  d e v e lo p m e n t  and  r e d e v e l o p m e n t  bonds  
i n  l a n g u a g e  c o n s i s t e n t  w i t h  t h a t  u s e d  i n  t h e  I n t e r n a l  Revenue 
Code. I t  a s s u r e s  t h a t  t h e r e  i s  a d e q u a t e  a u t h o r i t y  i n  s t a t e  
law f o r  a f i n a n c i n g  t h a t  m e e t s  t h e  I n t e r n a l  Revenue Code 
c r i t e r i a .  T h i s  a s s u r a n c e  i s  i m p o r t a n t  t o  m a r k e t  a c c e p t a n c e  o f  
A l a s k a n  t a x  i n c r e m e n t  f i n a n c i n g s .

P l e a s e  l e t  me know i f  I may be  o f  f u r t h e r  a s s i s t a n c e  
i n  t h i s  m a t t e r .

YoUrB truly,

Thomas F. K l i n k n e r

TFK/mlo
cc: D a v i d  L. S o u l a k

A180844
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You have asked  us  w h e t h e r  m u n i c i p a l i t i e s  c u r r e n t l y  mav 
e x e r c i s e  t h e  powers t h a t  would be g r a n t e d  t o  home r u l e  and g e n e r ­
a l  l aw  m u n i c i p a l ! t i i s  i n  HB 434 (a  b i l l  r e l a t i n g  t o  m u n i c i p a l  
d e v e lo p m e n t  and r e d e v e l o p m e n t ) .  We have  r e v ie w e d  t h e  p o s i t i o n  
p a p e r  o f  c o u n s e l  f o r  L e g i s l a t i v e  A f f a i r s ,  T h e r e s a  B a n n i s t e r ,  a s  
was p r o v i d e d  t o  me by a s t a f f  member of  R e p r e s e n t a t i v e  H u r t  
M e n a r d ' s  o f f i c e ,  and g e n e r a l l y  a g r e e  w i t h  h e r  a n a l y s i s .  A copy 
o f  Ms. B a n n i s t e r ' s  March 1, 1988 memo i s  a t t a c h e d .

As s t a t e d  i n  t h e  a t t a c h e d  memo, t h e  m u n i c i p a l  powers 
b e i n g  a u t h o r i z e d  by t h i s  b i l l  a r e :  (1)  power t o  i s s u e  bonds f o r
d e v e lo p m e n t  and r e d e v e lo p m e n t  p r o j e c t s }  (2)  power t o  c r e a t e  a 
p u b l i c  c o r p o r a t i o n  t o  e x e r c i s e  t h e  power t o  i s s u e  bonds f o r  t h i s  
p u r p o s e ;  and (3)  t h e  power t o  r e p a y  t h e  bonded  i n d e b t e d n e s s  by 
t a x  i n c r e m e n t  f i n a n c i n g .  We c o n c u r  w i t h  Ms. B a n n i s t e r ' s  a n a l y s i s  
o f  t h e  e x i s t i n g  powers g r a n t e d  by s t a t u t e  t o  each  c l a s s i f i c a t i o n  
o f  m u n i c i p a l i t y  a s  s e t  o u t  i n  h e r  memo.

As t o  t h e  s p e c i f i c  powers  a u t h o r i z e d  u n d e r  HB 434,  t h i s  
o f f i c e  a g r e e s  t h a t  m u n i c i p a l i t i e s  c u r r e n t l y  have  t h e  pow er ,  o r  
mav a c q u i r e  t h e  power by s t a t u t o r y  p r o c e d u r e ,  t o  i s s u e  bonds f o r  
d e v e lo p m e n t  and r e d e v e lo p m e n t  p r o j e c t s  and t h a t  m u n i c i p a l i t i e s  
c u r r e n t l y  have  t h e  power t o  c r e a t e  p u b l i c  c o r p o r a t i o n s .  These  
two powers  e s s e n t i a l l y  e x i s t  b e c a u s e  t h e y  have  n o t  b een  p r o h i b ­
i t e d  by law .  However, we a r e  d o u b t f u l  t h a t  any  c l a s s i f i c a t i o n  o f  
m u n i c i p a l i t y  c u r r e n t l y  h a s  t h e  oower t o  p r o v i d e  f o r  payment o f  
t h e  d e b t  s e r v i c e  on th e  b o n d s ,  n o t e s ,  o r  o t h e r  i n d e b t e d n e s s  by 
means o f  " t a x  in c r e m e n t  f i n a n c i n g ” a s  p r o v i d e d  in  t h i s  b i l l .  We 
have  b e en  a d v i s e d  by s t a f f  a t  R e p r e s e n t a t i v e  M e n a rd ' s  o f f i c e  t h a t  
t h e  bonds  i n t e n d e d  t o  be i s s u e d  u n d e r  a u t h o r i t y  o f  t h i s  b i l l  a r e  
t r u l y  " h y b r i d s ” i n  th e  a r e n a  o f  m u n i c i p a l  b o n d in g  law. The s h o r t  
o f  i t  i s ,  by i n c l u d i n g  in  t h e  b i l l  t h a t  m u n i c i p a l i t i e s  may p r o ­
v i d e  f o r  payment  o f  t h e  d e b t  s e r v i c e  on t h e s e  bonds t h r o u g h  t a x  
i n c r e m e n t  f i n a n c i n g ,  w i l l  l a y  t o  r e s t  t h e  i s s u e  o f  w h e th e r  o r  n o t  
m u n i c i p a l i t i e s  have  t h i s  power .

P l e a s e  do n o t  h e s i t a t e  t o  c o n t a c t  u s  i f  f u r t h e r  a s s i s t ­
a n ce  i s  n e e d e d  on t h i s  M i l .

MLO/pjg
Enc.
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TESTIMONY ON HB 434 BEFORE THE HOUSE COMMITTEE ON COMMUNITY AND 
REGIONAL AFFAIRS MARCH 2, 1988.

Mr. Chairman and Members of the Committee:

My name 1s Darryl Schaefermeyer, and I speak today on behalf of the 
city of Seward 1n my capacity as Interim city manager.

The city of Seward would like to go on record 1n support of HB 434, 
which would permit local goverments to create public corporations with 

the ability to use tax increment financing for development and 
redevelopment projects. Seward has long recognized the need for 
Alaskan cities to have the flexibility to use innovative financing 
tools to attract new economic development. Several years ago Seward 
amended its charter and code to permit the city to issue economic 
development bonds and port revenue bonds, more commonly referred to as 

private activity bonds. This has enabled Seward to help finance the 
Suneel Alaska coal transfer facility, the SeaWay Express barges and 
barge ramp and, more recently, the $48 million Spring Creek 
Correctional Center. All of these projects have improved Seward's 
economic future.

Additional developmental tools are needed now more than ever. The 
recent federal tax code changes have placed additional restrictions on 
private activity bonds. We all recognize that it is no longer possible 
to count on the money from Juneau to meet our needs. Yet, we all are 
experiencing a crumbling or insufficient public physical infrastructure, 
poor or inadequate housing, and a loss of a strong tax base due to 
disappearing property values and unprecedented business failures. The 
state is not financially well enough off to attack these problems with 
cash, and the present political climate appears unreceptive to incurring 
additional state general obligation indebtedness to deal with the needs. 
The tax increment financing option, therefore, would add to Alaskan 
cities the additional ability to tackle the problems without dependence 
on other financial aid. While tax increment financing is not the only 
solution, it would help by providing a device that can be used to 

attract new business or encourage existing business to expand and 
modify.

It is our understanding that most tax increment financing enabling 
legislation says that tax increment financing must be used in "slum" or 
"blighted" areas, or in a "redevelopment" or "enterprise" district. 
Section 2 of HB 434 provides that "a municipality may undertake
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development or redevelopment projects 1n the municipality and assure 

bonds for development or redevelopment 1n blighted areas." We would 
like to suggest that, Instead of the use of the term "blighted areas," 
consideration be given to substituting the term "enterprise district." 
We believe this would attach a more positive stigma, particularly since 
the bill, as it now reads, would grant the ability to a city to use tax 
increment financing for a very broad range of development and redevelop­
ment projects that would not be limited to such things as alleviation 
of deteriorated, dangerous or unhealthy conditions. In this reiard we 

applaud the sponsors of this bill in rejecting language which would 
restrict tax increment financing to only commercial redevelopment 
projects to the exclusion of Industrial renewal, and vice versa. In 

short, we urge that tax Increment financing designation not be limited 
to blighted areas and that, instead, we broaden the definition to 

"enterprise districts."

I have, in my possession, several publications dealing with tax 
increment financing. One is Bulletin 84-2 of the Advisory Commission 
on Intergovernmental Relations, dated May, 1984. Another is a January, 
1983 memo from the American Planning Association. I am happy to share 
these publications with the committee. Thank you for this opportunity 

to comment. This concludes my remarks.

cy: Heinrich Springer
Bette Cato 
Jay Kerttula 
Mike Szyrr.anski 
David Hoffman 
Scott Burgess

INTERIM CITY MANAGER

Enclosures: 5/84 bulletin from ACIR
1/83 memo from American Planning Association
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Tax Increm ent Financing
'̂  i •

B y  S a m  C a s e l l a  C / / r . ;

The re  is a str ik ing s im i la r i ty  between the questions cities 
a re  a sk ing  a b o u t  tax inc remen t f inanc ing  (T IF )  and  the 
ques t ion s  that synd ica ted  adv ice  c o lum n is t  A n n  Landers 
r e g u la r ly  rece ives a b ou t  ado lescen t sex. T o  w it :  S h o u ld  I 
d o  it? W h e re  d o  I d o  it? H o w  d o  I d o  it? A nd .  wha t  a re  the 
consequences i f  1 d o  it7

B e fo re  answering these questions, as they perta in to T IF , 
let's fi rs t re v iew  w ith  a th ree -pa rt  de f in i t ion  o f  T IF .  It is:

•  A  m e th o d  o f  c ap tu r ing  the tax revenue  that resu lts 
f r o m  p r iv a te  red ev e lo pm en t  p ro jec ts ;

•  A  trust fu nd  that collects those increased revenues and 
a l lo c a te s  them  to  such pub l ic  pu rposes  as land  ac ­
qu is i t ion  and  p a rk in g  fac ili t ies ; and

• A  spu r  to  p r iva te  investment to  start the cyc le  and 
keep  it go ing .

D ia g r am m a t ic a l ly ,  a s im p l i f ied  f l ow  o f  T IF  cash can be 
f o u n d  in F igure 1.

In  e ffec t , T I F  is a b o o t s t r a p  m e th od  o f  using p r iva te

S am  C a se l la ,  A IC P ,  is the execu tive d i r e c to r  o f  the 
C le a rw a te r  D o w n to w n  D ev e lo pm en t  B oa rd ,  C lea rw a te r ,  
F lo r id a .  A  s im i la r  v e rs ion  o f  this a rt ic le  appea red  in the 
J an u a ry  1983 issue o f  C en te r C ity  R e p o rt , w h ich  is p u b ­
lished m on th ly  b y  the In te rna t iona l D o w n to w n  Executives 
A s soc ia t io n .

o-

r ed eve lopm en t to  suppo r t  pub lic  redeve lopm en t , the reby  
m ak in g  m o re  p r iva te  investment poss ib le . T he  b e am y ,  to 
the taxpaye r , is that there are n o  increased p ro p e r ty  taxes. 
Th is  pa r t ic u la r ly  appea ls to h om eowne rs  and suburbanites 
w h o  o f te n  don 't  care to  have  their taxes f l ow in g  in to  
d o w n to w n  red ev e lo pm en t  p ro jec ts .

S h o u l d  I  D o  I t?
A  ch icken and  a pig we re  s t ro l l in g  b y  a d in e r  one  m o r ­

ning. T he  chicken sm iled and said, "Doesn 't that m ake  you  
feel p r o u d  that we a re  respons ib le  f o r  enab l ing  those 
hum an s  to e n jo y  their b reak fa s t? "  The  pig rep lied , 'T h a t 's  
easy f o r  y o u  to  say . F o r  y o u  it's m e re ly  a con t r ibu t ion , f o r  
me it's a to ta l c om m itm en t . "

C it ies  that expect to  use tax increment f inanc ing  suc­
cess fu l ly  w i l l  h a ve  to be l ike  the pig and  m ake  a to ta l c om ­
m itm en t .  It w o u ld  be a m is take  to  th ink  that T IF  is a new 
panacea  that re l ieves e v e ry o n e  o f  re spons ib i l i ty  wh i le  it 
p roduces  cash w in d fa l l s .

Underscor ing  the need f o r  a loca l c omm itm en t is the fact 
that, ty p ic a l ly ,  T IF  y ie ld s  v e ry  m eage r re tu rn s  in the ea r ­
l y  y ea rs .  A  pub l ic  red ev e lo pm en t  agency w i l l  need to in-

Pr i va t e 
' R e de v e l opmen t-  

P r o j e c t s

P u b l i c  R e d e v e l o p m en t  I n c r e a s e d  Tax
E x p e n d i t u r e s  B a s e

T ru s t  F u n d ,
R e v e nue

F i g u r e  1.  T h e  T I F  C y c l e

p a s  
m e m o

B M f l C  r a n  i h  i x  v  g j r m i g i r g :
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Different States, Different Strokes
Like n e a r ly  a l l red eve lopm en t o r  p lann ing  p rog ram s , 

tax increment f inanc ing  is a c rea tu re  o f  state enab l ing  
legis lat ion . A t  last coun t, 28 states permitted T IF  in their 
loca l c om mun it ies . S om e  laws, such as Ca l i fo rn ia 's ,  re ­
qu i red  a state con s t i tu t io n a l am endm en t .  O t h e r  states 
e ither am ended  the ir  u rb an  renewa l law s  o r  enacted 
o r ig in a l  T IF  statutes .

T h e re  a re  seve ra l k e y  d i f fe rences am o n g  states in 
rega rd  to  T I F  p rocedu res , f inanc ing , and p lann ing  
l im i ta t ion s .  F o l low in g  a re  a few  o f  those ap p ro a ch e s .

C a li fo rn ia . B light a lo n e  is an  insu ff ic ien t reason  to 
ju s t i fy  T IF  designation in C a l i fo rn ia .  A cco rd ing  to state 
leg is la t ion , the ''b light" in a p ro p o se d  d is tr ic t must 
c reate  a bu rd en  o n  the c om m un i t y  that c o u ld  no t  and 
w o u ld  no t be remed ied  b y  the p r iv a te  sec to r .

I l l in o is . U n l ik e  m an y  state T IF  law s , the I l l in o is  
statutes requ ire  a c ity  to  p repare  a p lan  f o r  the a rea that 
is be ing red eve lop ed . A lsp , the T IF  des igna t ion  is no t 
l im ited to b lighted a reas . "C on se rv a t io n  a re a s "— those 
which m ay  become blighted in the fu tu re— a lso  qua l i ty .

K an sas . T I F  des ignat ion  in K an sas  o n ly  can be used 
fo r  c om m erc ia l  red eve lopm en t p ro jec ts , and  no t  f o r  in ­
dus t r ia l  ren ew a l .

M a in e . T h e  state's T IF  law  requ ires  an a d v i s o r y  
b o a rd  f o r  each separa te  d e ve lo pm en t  d is tr ic t , and  re ­

qu ires  that at least h a l f  o f  the b o a rd  members be 
residents o r  p ro p e r ty  ow ne rs  f r o m  e ither the district o r  
an  ad jacen t n e ig h b o rh o o d .

M inn e so ta . Extensive gu ide l ines  a re  requ ired  f o r  a 
T IF  p lan ,  inc lud ing : a needs s ta temen t ; re levan t  real 
estate da ta ; p rocedu res  f o r  c lea r ing , im p ro v in g ,  and 
m a rk e t in g  a site; and a d isc lo su re  o f  the p ro je c t  costs. 
P la nn ing  comm iss ion  rev iew  is a lso  m andated , p r i o r  to 
the p lan 's  subm iss ion  to  the city coun c i l .

S ou th  D a k o ta . The  state's enab l ing  leg is la t ion  ex ­
empts  sch oo l distr icts f r o m  the tax increment process 
b y  requ ir ing  that a l l ca lcu la ted  tax increments be 
re tu rn ed  to the schoo l distr icts .

Texas. O ne -qua rte r  o f  each T IF  district in Texas must 
meet a special definition f o r  blight, and the T IF  fund must 
expire n o  la te r than 15 yea rs  a fte r  its inception.

W iscon s in . Because the state o f  W iscons in  c om pen ­
sates the schoo l districts a ffec ted  by  T IF  des ignat ion , it 
is h e a v i ly  in v o lv e d  in the T IF  process . T h e  state's 
d ep a r tm en t  o f  revenue , ra th e r  than loca l g o ve rnm en t ,  
ca lcu la tes the tax incrementa l base. The pu rpose  o f  the 
state's ca lcu la t ion  is to rem ove  any  temptat ion f r om  the 
lo ca l au tho r i t ie s  to ad jus t T IF  distr icts and p rope rt ies  
in o rd e r  to  increase p ro je c t  revenues .
G reg  Longh in i

p la n  w i l l  p r o b a b ly  be the most de ta i led , site- 
specific p la n  e ve r  m ade  f o r  y o u r  d is tr ic t . It sh ou ld  
be p repa red  b y  com pe ten t p ro fe s s io n a ls  and  be 
laced w ith  a h e a v y  dose  o f  rea l is t ic  p ro je c t  
p ro p o s a ls .

6. E s tab l ishmen t o f  a " ta x -b ase  y e a r . ”  Revenues  
resu lt ing  f r o m  a n y  fu tu re  increases a b o v e  this base 
w i l l  f l o w  in to  the red ev e lo pm en t  t rus t  fu nd . 
C a r e fu l  a t t e n t io n  to  s t a t u t o r y  d e ad l in e s  can 
som e t im es  a dvance  y o u r  base y e a r  b y  o n e  y ea r ,  
w h ich  can be an im p o r ta n t  runn ing  s ta rt .

7 .  S o l ic i ta t io n  o f  d e ve lo p e rs ,  and  a c on c lu s ion  to  a l l 
d i s p o s i t i o n  and  d e v e lo p m e n t  a g re em en ts .  A  
d isp o s i t io n  and d e ve lo pm en t  ag reemen t ob l ig a tes  
the d e ve lo p e r  to construct specified im p ro vem en ts  
in a g iven  time p e r iod .  In re tu rn , the agency 
assembles and p repares the site, c onvey ing  it to  the 
d e v e lo p e r  f o r  a set price , T h e  agency a ls o  m a y  
agree to o th e r  im p rovem en ts , such as n ea rb y  p a r k ­
ing facil ities. I f  the ow ne r  o f  the p ro p e r ty  is to make  
the im p ro vem en ts  in re tu rn  f o r  a g en cy -sp on so red  
im p ro vem en ts  in the a rea , then it w o u ld  be k n ow n  
as an  ow ne r -p a r t ic ip a t io n  ag reement .

8 . Issuance o f  bonds b y  the redeve lopm en t agency , in 
o rd e r  to fu nd  a ssem b ly  o f  the site o r  speci fied 
pub lic  im p rovem en ts .  T IF  bonds , wh ich  a re tax ex ­
em p t , a re  secured b y  the fu tu re  p roceed s  o f  the 
trust fund . H ow eve r ,  they gene ra l ly  d o  no t in vo lv e  
a fu l l  fa i th  and credit o b l ig a t io n  b y  the c ity , n o r  d o  
they  cons t i tu te  an  indeb tedness w ith in  the m ean ­
ing o f  s t a tu to ry  debt l im i ta t ion s . T h e re  is som e

va r ia t ion  am ong  states; f o r  instance, in F lo r ida , T IF  
b ond s  d o  not requ ire  a r e fe re ndum .

9 . Im p lem en ta t io n  o f  a l l  im p ro v em en ts  agreed to  in 
the d ispos i t ion  and  d e v e lo pm en t  ag reement. By  
c a r e fu l ly  selecting b o th  the d eve lope rs  and the 
le ade rsh ip  o f  the agency in the fi rs t p lace , this step 
can be ca r r ied  ou t  in a t im e ly  fa sh ion .

10 . A n  increase in the assessed v a lu e  o f  p r o p e r t y  w i l l  
resu lt  f r o m  the v a r i o u s  site im p ro vem en ts  which 
a re  m ade , thus p ro du c ing  tax revenue f o r  the trust 
fu n d .  Because a l l the increases a f te r  the base y e a r  
a re  a l lo c a te d  to the trust fu n d , the fu nd  w i l l  a lso  
cap tu re  the increased revenues  wh ich  a re a t ­
t r ibu tab le  to  a n y  gene ra l im p ro v em en ts  o r  in f la ­
t io n .  T h is  w in d fa l l  m a y  pe rm it an  accelerated 
re t i rem en t o f  the debt o r ,  in som e  cases, m a y  be 
r e t u rn e d  to  the lo c a l  g o v e rn m e n t ' s  g en e ra l  
t re a su ry .

1 1 . T ru s t  fund  revenues a re  used to retire bonds . Once 
all the outstand ing debt is e lim inated , the trust fund 
a ls o  m ay  be re t i r e d— usua l ly  a b ou t  20  yea rs  a fte r  
the p r o g r am  begins . L o ca l g o v e rnm en t  then 
becom es  the so le  b ene f ic ia ry  o f  the annua l tax 
in c remen t .

W h a t  A r e  th e  C o n s e q u e n c e s  I f  I  D o  I t ?
O n e  o f  the biggest m isconcept ions abou t  !.ux increment 

f inanc ing  is that it r e a l ly  means tax  aba temen t , and that 
ce r ta in  businesses and  in d iv id u a ls  w i l l  h a ve  the ir  taxes 
reduced . It's to o  bad we c an ’ t just tu rn back  the c lo c k  and 
ca l l  tax increment f in anc ing  som e th ing  e lse— pe rhaps

3
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l o s s  o f  a  s t r o n g  t a x  b a s e  b e c a u s e  o f  b u s ' n e s s  f a i l u r e  
o r  w a s t e f u l  l a n d  m a n a g e m e n t  a l l  e x a c e r b a t e  u r b a n  a n d  
r u r a l  b l i g h t  a n d  i n c r e a s e  c o s t s  4o  " - e  p u b l i c  p u r s e ,  
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m a n y  l a c k  t h e  a u t h o r i t y  t o  a c t  e f f e c t i v e 1'/. O n l y  
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s p e c i a l  n e e d s .  C o n s t i t u t i o n a l l y ,  a  s t a t e  m a y  c h o o s e ,  
t h r o u g h  e n a b l i n g  o r  p e r m i s s i v e  l e g i s l a t i o n ,  t o  g r a n t  a  
w i d e  a r r a y  o f  l o c a l  s e l f - g o v e r n i n g  p o w e r s ,  i n c l u d i n g  
t h e  a b i l i t y  t o  p l a n ,  d e v e l o p ,  a n d  c a r r y  o u t  l o c a l  
a p p r o a c h e s  t o  e c o n o m i c  r e v i t a l i z a t i o n .
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Pr iva te  
■ R e d e v e l o p m e n t ’ 

P r o j e c t s

The re  is a s tr ik ing s im i la r i ty  between the questions c it ies , .  
a re  a sk ing  a b o u t  tax increment f inanc ing  (T IF )  and  t h e "• 
ques t ions  that synd ica ted  advice c o lum n is t  A n n  Landers  
r e g u la r ly  rece ives a b ou t  adolescent sex. T o  w it :  S h o u ld  1 
d o  it? W h e re  d o  1 d o  it? H ow  d o  I do  it? A n d ,  wha t a re  the 
consequences i f  I d o  it?

B e fo re  answering these questions, as they  pe rta in  to T IF , 
let's f i rs t  re v iew  w ith  a three-part d e f in i t io n  o f  T IF .  It is:

•  A  m e th od  o f  cap tu r ing  the tax re v e n u e  that resu lts 
f r o m  p r iv a te  redeve lopm en t p ro jec ts ;

•  A  trust fu nd  that collects those increased revenues and 
a l lo c a te s  them  to such pub lic  p u rp o se s  as la nd  ac ­
qu is i t ion  and  p a rk in g  facil ities; and

• A  s p u r  to p r iv a te  investment to start  the cyc le  and  
keep it go ing .

D i a g r am m a t ic a l ly ,  a s imp li f ied  f low  o f  T I F  cash can be 
f o u n d  in F igure 1.

In  e ffec t , T I F  is a b o o t s t r a p  m ethod o f  u s ing  p r iva te

Sam  C a se l la ,  A IC P ,  is the executive d i r e c t o r  o f  the 
C le a rw a te r  D o w n t o w n  Deve lopm en t B o a rd ,  C le a rw a te r ,  
F lo r id a .  A  s im i la r  v e rs ion  o f  this artic le a pp e a re d  in the 
Jan ua ry  1 9 8 3  issue o f  C en te r C ity  R ep o rt , w h ich  is p u b ­
lished m on th ly  b y  the In te rna t iona l D o w n to w n  Executives 
A ssoc ia t io n .

P u b l i c  R e d e v e l o pm en t  
E x p e n d i t u r e s

I n c r e a s e d  Tax 
B a s e

Tru s t  F u n d ,  
R e v e n u e

Figure 1. The TIF Cycle

red eve lopm en t to  suppo rt  pub lic r ed eve lopm en t ,  the reby 
m ak in g  m o re  p r iva te  investment po ss ib le .  T h e  beau ty , to 
the taxpaye r , is that there are n o  increased p ro p e r ty  taxes. 
Th is  p a r t ic u la r ly  appeals to h om eow ne rs  and suburbanites 
w h o  o f ten  don 't  care to have  th e i r  taxes f l ow in g  in to  
d o w n t o w n  red eve lopm en t  p ro jec ts .

Should I D o  It?
A  ch icken and  a pig were s t r o l l in g  b y  a d ine r o n e  m o r ­

ning. The  chicken smiled and said, "Doesn 't  that m ake y ou  
feel p r o u d  that we a re  re spons ib le  f o r  enab l ing  those 
hum ans  to e n jo y  their b reak fas t?"  T h e  pig rep lied , 'Tha t 's  
easy fo r  y ou  to say . Fo r  y ou  it's m e re ly  a c on tr ibu t ion , f o r  
me it's a to ta l c om m itm en t . "

C it ies that expect to use tax in c rem en t f in anc ing  suc­
cess fu l ly  w il l h a ve  to be like the pig a n d  m ake  a to ta l c om ­
m itm en t .  It w o u ld  be a m istake to t h in k  that T IF  is a new 
panacea  that re l ieves e v e ryon e  o f  r e sp on s ib i l i t y  whi le  it 
p roduces  cash w ind fa l ls .

Underscor ing  the need fo r  a loca l c om m itm en t .s the fact 
that , t y p ic a l ly ,  T IF  y ie lds v e ry  m eage r  re tu rn s  ir. the ea r ­
l y  yea rs .  A  pub l ic  redeve lopm en t a g en cy  w i l l  need to in­
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vest la rge  am oun ts  o f  m on e y  f o r  such th ings as: u p - f ro n t  
cash to  start the p ro je c t ,  a rea listic p lan , c on t ra c ts  w ith 
repu tab le  d e ve lo p e rs ,  the sale o f  m un ic ipa l bond s ,  and  a 
ded icated f o l l o w  th r o u g h —-al l be fo re  a n y  rea l resu lts  a re 
seen.

It is a lso  a m is take  to  assume that T IF  is the o n l y  sou rce 
o f  subsidies that y o u r  c ity  w i l l  need. As interest rates have 
sh o t  in to  d o u b le  digits , the cap ita lized  v a lu e  o f  T IF  
revenues has fa l len . F o r  instance, when interest rates were 
a b ou t  seven pe rcen t , a p ro jec ted  5 2 0 0 , 0 0 0  in annua l 
revenues f o r  the trust fu nd  cou ld  be cap ita lized  b y  a b ond  
sa le  o f  a b ou t  5 2 . 5  m i l l i o n .  W i th  interest ra tes  n o w  at 14 
percen t , a b ond  sa le m a y  y ie ld  o n ly  S i . 3 m i l l i o n .  I f  a c ity 
w as  h op in g  to use that S 2 .5  m i l l i on  to f in ance  a 4 0 0 -c a r  
p a rk in g  ga rage , it w i l l  n o w  need to find S i . 2  m i l l i o n  f r om  
som e  o th e r  sou rce .

W h a t  to  do7 S ta r t  lo o k in g  at such fede ra l  p ro g ram s  as 
U D A G ,  C o m m u n i t y  D e v e lo pm en t  B lo ck  G ran t s ,  o r  in ­
d u s t r ia l  d e ve lo pm en t  b ond s :  state p ro g ram s  if y o u  have  
them ; and  m o re  m on e y  f r o m  users o r  d e ve lo p e rs .  Be 
p re p a re d  f o r  the lo n g  h au l ,  o r  y o u r  in fa tu a t io n  w ith  tax 
inc remen t f in anc ing  w i l l  tu rn  ou t  to be just p u p p y  lo ve .

Where D o I Do It?
Those  states that pe rm it  tax increment f in anc ing  do  so 

th rou gh  enab l ing  leg is la t ion . I f  y o u r  state does  no t  have  
e nab l in g  leg is la t ion  f o r  T IF ,  b y  a l l means get som e  in­
t rodu ced  and enacted .

Enab l ing  leg is la t ion  w i l l  estab lish the g r o u n d  ru les  fo r  
the lo c a t io n  o fT I F s .  M o s t  state leg is la t ion says that a T IF  
must be in a " s lum "  o r  "b l igh ted "  area, o r  in a " re d e v e lo p ­
m en t"  o r  "en te rp r ise " d istrict . The  need to co r rec t  the c on ­
d i t io n s  in these a reas  supp lies  the pub lic p u rp o s e  f o r  tax 
increment f inanc ing . H ow ev e r ,  if y o u  have any th in g  to do  
w i th  d ra f t in g  this leg is la t ion , m ake  sure tha t te rm s l ike  
red ev e lo pm en t  o r  en te rp r ise  district are used instead o f  
s lum  o r  b l igh ted  a re a .  W h y  give a red ev e lo pm en t  p ro jec t  
an  a d d i t io n a l  s t igma b y  o f f i c ia l l y  ca l l ing it a "b l igh ted  
a re a , "  when  it’ s poss ib le  to  get the leg is la tu re  to ca l l  it an 
"en te rp r ise  d is tr ic t"?

M os t  state legis lation w i l l  require that the districts where 
T IF  is used are m a rk e d  b y  de te r io ra ted , d ang e rou s ,  o r  
u nhea lth y  c ond i t io n s .  Besides the m ore  o b v io u s  phys ica l 
o r  soc ia l m an i fe s ta t ion s  o f  these cond it ion s , the enab ling  
legis lation m ay  f ind  it necessary to p rov ide  f o r  the a l lev ia -  

-  t ion  o f :  de fect ive street la y ou ts ;  fa u l ty  lo t l a y o u t s  ( in  re la ­
t ion  to size, a dequacy ,  accessib il i ty , o r  u se fu ln ess ) ;  tax 
d e l in qu en cy ;  and  a d ive rs i ty  o f  owne rsh ip  ( o r  a n y  de fec­
t ive  o r  unu su a l tit le  c ond i t io n s  that p ro h ib i t  an  easy 
assemblage o f  la n d ) .

It w i l l  be up to in d iv id u a l  cities to m ak e  a f ind ing  o f  
these cond it ions , based on  sound evidence. A l th o u gh  such 
a f ind ing  is leg is la t ive  in na tu re , it must be rea sonab le  and 
no t  a rb i t r a r y .  Evidence must be ca re fu l ly  m a rs h a l le d  and
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entered in to  the o f f ic ia l  reco rd . T h i s  c a re fu l  and p ro fe s ­
s iona l a pp ro a ch  begins du ring the de te rm ina t ion  o f  where 
to lo ca te  the T IF  d istr ict . A  w e l l - s u p p o r ted  and  we l l -  
reasoned  find ing  w i l l  determ ine the tone and  d irec t ion f o r  
e v e ry th in g  that fo l l ow s .

T h e  b ounda r ie s  f o r  the district d o  no t  h a ve  to be d raw n  
l ike  a piece o f  swiss cheese, with a parce l exc luded here and 
there because it doesn't happen to be de ter io ra ted . A  sound 
bu i ld ing  o r  parce l m a y  be inc luded w ith in  a T IF  a rea , and 
p e rh ap s  even condem ned , if it is necessa ry  to the o v e ra l l  
r e d ev e lo pm en t  o f  the a rea . O n  the o th e r  hand , a T IF  
d is tr ic t m a y  no t a rb i t r a r i l y  reach ou t  to  inc lude sound  
a reas just to  en la rg e  the tax base.

A n  imp lic it  c ond it io n  o f  T IF — on e  that is somet im es 
o v e r l o o k e d — is the market potentia l o f  the district. I f  there 
isn't a m arke t  f o r  deve lopment, then there won 't be enough 
po ten t ia l  p r iv a te  investment to get the T IF  cyc le  started . 
T h e re fo r e ,  it's a g o o d  idea to have  som e  m a rk e t  ana lys is  
made  e a r ly  in the process. Parce ls tha t have  market po ten ­
tia l must be inc luded in the d istr ic t . O th e rw is e ,  y o u r  city 
w i l l  f ind  itse lf g iv ing  a p a r ty  to w h ic h  n o b o d y  comes .

H ow  D o I Do It?
Let's sta r t  w ith  the assumption  th a t  y o u r  state a l re ady  

has T IF  enab l ing  leg is la t ion . W i th  s om e  v a r i a t io n  am ong  
states, the f o l l o w in g  steps shou ld  b e  taken :

1 . C re a t i o n  o r  appo in tm en t o f  a red eve lopm en t 
agency . T h e  city  counc i l ,  in som e  cases, a c tu a l ly  
m ay  be the redeve lopment agency . T h e  question o f 
w he th e r  to  create a new agency  o r  a ppo in t  the c ity 
counc i l is one  that shou ld  be weighed ca re fu l ly  and 
d isp as s iona te ly ,  and sh ou ld  re f lec t the in d iv id ua l 
c on d i t io n s  o f  each c ity .

2 .  A n  o f f ic ia l  f ind ing  o f  the need f o r  red ev e lo pm en t ,  
and a d e l in ea t ion  o f  the p ro je c t  a re a . A s  w e  in ­
d ica ted  in the section "W h e r e  to D o  It " ,  these 
f indings must be well suppo rted , inc luding bo th  the 
c ond i t io n s  that requ ire  r e d e v e lo pm en t  and  a 
rea sonab le  p o ten t ia l to a c tu a l ly  d o  so .

3 .  S ta r t -up  and  staffing o f  the red eve lopm en t agency . 
T he  first quest ion  is whethe r to  use existing s ta f f  o r  
to h ire new staff . In o rd e r  to m ake  this decision, the 
agency must fi rs t define its ob jec t iv e s  so that it can 
f ind  the s ta f f  most com pe ten t  to  ach ieve  those 
ob jec t iv e s .

4 .  C re a t i o n  o f  the redeve lopm en t trust fu nd  that w i l l 
rece ive a l l  fu tu re  tax increments . In o rd e r  to  a vo id  
possib le li t igation, this step needs to be coo rd ina ted  
and app ro v e d  b y  a ll the tax ing au thor i t ies  that w i l l 
c on t r ib u te  to the trust fu nd .

5 .  A d o p t io n  o f  an  o f f ic ia l re d e v e lo pm en t  p la n .  T h is
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Different States, Different Strokes
Like nea r ly  a l l  redeve lopmen t o r  p lann ing p rog ram s , 

tax increment f inanc ing  is a c rea tu re  o f  state enab ling  
legis lation. A t  last count, 28 states permitted T IF  in their 
loca l commun it ies . S om e  laws, such as Ca l i fo rn ia 's ,  re ­
qu ired  a state c ons t i tu t iona l am endm en t .  O t h e r  states 
e ither am ended  the ir u rb an  renewa l law s  o r  enacted 
o r ig ina l T IF  statutes.

T he re  a re seve ra l k ey  d i f fe rences am ong  states in 
reg a rd  to  T IF  p rocedu re s , f inanc ing , and p lann ing  
l im i ta t ion s .  F o l low in g  a re a few  o f  those app roaches .

C a li fo rn ia . B light a lo n e  is an insu ff ic ient reason  to 
jus t i fy  T IF  designation in C a l i fo rn ia .  Acco rd ing  to state 
leg is la t ion , the "b l ig h t"  in a p ro p o sed  dis tr ic t must 
c rea te  a bu rden  on  the c om m un i t y  that c ou ld  no t  and 
w o u ld  no t  be remed ied  b y  the p r iv a te  sec to r .

I l l in o is . U n l ik e  m an y  state T IF  laws, the I l l in o is  
statutes requ ire  a city to p repare  a p lan  f o r  the area that 
is be ing red eve lop ed . A lsp ,  the T IF  des igna t ion  is not 
lim ited to b lighted a reas. "C on se rv a t ion  a reas ” — those 
which m a y  become blighted in the fu tu re— also qua l i fy .

K an sas . T IF  des ignat ion in K an sas  o n ly  can be used 
f o r  com m erc ia l  redeve lopmen t pro jects , and no t f o r  in­
dus t r ia l ren ew a l .

M a in e .  T h e  state's T IF  law  requ ire s  an a d v i s o ry  
b o a rd  f o r  each separa te  d eve lopm en t  d is tr ic t , and  re ­

quires that at least h a l f  o f  the b o a rd  members be 
residents o r  p r o p e r t y  ow ne rs  f r o m  e ithe r the district o r  
an ad jacent n e ig h b o rh o o d .

M inn e so ta . Extensive gu ide l ines  a re  requ ired  f o r  a 
T IF  p lan ,  inc lud ing : a needs s ta tem en t ; re levan t  real 
estate da ta ; p rocedu res  f o r  c lea r ing , im p ro v in g ,  and 
m a rk e t ing  a site; and  a d isc lo su re  o f  the p ro je c t  costs . 
P lann ing  comm iss ion  rev iew  is a lso  m anda ted , p r i o r  to 
the p lan 's subm iss ion  to  the c ity  c ounc i l .

S ou th  D a k o ta . T he  state's enab l ing  leg is la t ion  ex­
empts sch oo l d istr icts f r o m  the tax increment process 
b y  requ ir ing  that a l l ca lcu la ted  tax increments be 
re tu rn ed  to the sch oo l distr icts .

Texas. One -qua r te r  o f  each T IF  district in Texas must 
meet a special definition f o r  blight, and the T IF  fund must 
expire n o  la ter than 15 yea rs  a fte r  its inception.

W iscon s in . Because the state o f  W iscons in  c om pen ­
sates the schoo l districts a f fec ted  by  T IF  designation , it 
is h e a v i l y  in v o lv e d  in the T IF  p rocess . T he  state's 
depa rtm en t o f  revenue , r a th e r  than loca l g o ve rnm en t ,  
ca lcu la tes the tax incrementa l base. T he  pu rpose  o f  the 
state's ca lcu la t ion is to rem ove  a n y  temptat ion f r om  the 
loca l au tho r i t ie s  to  ad jus t T IF  distr icts and  p rope rt ies  
in o rd e r  to  increase p ro jec t  revenues .
G reg  Longh in i

p lan  w i l l  p r o b a b ly  be the most de ta i led , site- 
specific p lan  eve r  m ade  f o r  y o u r  d is tr ic t . It sh ou ld  
be p repa red  by  com peten t p ro fe s s io n a ls  and be 
laced w ith  a h e a v y  dose o f  rea lis t ic  p ro je c t  
p ro p o sa ls .

6. E stab l ishmen t o f  a " tax -base  y e a r . "  Revenues  
resu lt ing f r o m  a n y  fu tu re  increases a bove  this base 
w i l l  f l ow  in to  the red eve lopm en t trust fu nd .  
C a r e fu l  a t t e n t io n  to  s t a tu t o r y  d e ad l in e s  can 
somet im es a dvance  y o u r  base y e a r  b y  o ne  yea r , 
w h ich  can be an im p o r ta n t  runn ing  start .

7 .  S o l ic i ta t io n  o f  d e ve lo p e rs ,  and  a con c lu s ion  to a l l 
d i s p o s i t io n  and  d e v e lo p m e n t  ag reem en ts .  A  
d ispos i t ion  and d e ve lo pm en t  ag reement ob l ig a te s  
the d eve lop e r  to construct specified im p rovem en ts  
in a g iven time p e r io d .  In re tu rn , the agency 
assembles and  prepares the site, c onvey ing  it to the 
d e v e lo p e r  f o r  a set p rice . T h e  agency a ls o  m ay  
agree to o th e r  im p rovem en ts , such as n ea rb y  p a r k ­
ing facilities. I f  the ow ne r  o f  the p ro p e r ty  is to  make 
the im p ro vem en ts  in re tu rn  f o r  agency -sp onso red  
im p ro vem en ts  in the a rea , then it w o u ld  be k n ow n  
as an ow ne r -p a r t ic ip a t io n  ag reement.

8. Issuance o f  b onds b y  the red eve lopm en t agency , in 
o rd e r  to fu nd  a ssem b ly  o f  the site o r  specified 
pub lic  im p rovem en ts . T IF  bonds , which a re  tax ex­
emp t , a re secured b y  the fu tu re  p roceeds  o f  the 
trust fund . H ow eve r ,  they genera l ly  d o  not in vo lve  
a fu l l  fa i th  and  credit o b l ig a t io n  b y  the c ity , n o r  do  
they  const i tu te  an indeb tedness w ith in  the m ean ­
ing o f  s t a tu to ry  debt l im i ta t ion s .  T h e re  is some

va r ia t ion  am ong  states; f o r  instance, in F lo r ida , T IF  
b ond s  d o  n o t  requ ire  a r e fe re n dum .

9 . Im p lem en ta t io n  o f  a l l  im p ro v em en ts  agreed to in 
the d isp o s i t io n  a nd  d e v e lo pm en t  ag reement . By  
c a r e fu l ly  se lecting b o th  the d eve lop e rs  and  the 
leade rsh ip  o f  the agency  in the fi rs t p lace , this step 
can  be ca r r ie d  ou t  in a t im e ly  fa sh ion .

10 . A n  increase in the assessed v a lu e  o f  p r o p e r t y  w i l l  
resu lt  f r o m  the v a r i o u s  site im p ro v em en ts  which 
a re  m ade , thus p roduc ing  tax revenue  f o r  the trust 
fu n d .  Because a l l the increases a f te r  the base y ea r  
a re  a l lo c a ted  to the t rust fu n d , the fu nd  w i l l  a lso  
cap tu re  the increased revenues  wh ich  a re  a t ­
t r ib u ta b le  to  a n y  gene ra l im p ro v em en ts  o r  in f la ­
t io n . T h is  w in d fa l l  m a y  pe rm it  an accelerated 
re t i rem en t o f  the deb t o r ,  in som e  cases, m a y  be 
r e t u rn e d  to  the l o c a l  g o v e rn m e n t ' s  g en e ra l  
t re a su ry .

11 . T ru s t  fu nd  revenues a re  used to retire bonds . Once  
a l l the ou ts tand ing debt is e lim inated , the trust fund 
a ls o  m a y  be re t i r e d— u su a l ly  a b ou t  2 0  yea rs  a f te r  
the p r o g r a m  beg ins . Lo ca l g o v e rn m en t  then 
becomes the so le  bene f ic ia ry  o f  the annua l tax 
inc remen t .

W hat Are the Consequences If I Do It?
O ne  o f  the biggest m isconcep t ions  abou t  tax increment 

f inanc ing  is that it r e a l ly  means tax  aba temen t , and  that 
certa in  businesses a nd  in d iv id ua ls  w i l l  h a ve  the ir  taxes 
reduced . It's to o  bad  we can't just tu rn back  the c lock  and 
ca l l  tax inc remen t f in anc ing  som e th ing  e lse— perhaps

3



Request for In fo rm a tio n

A P A  is in terested in le a rn in g  ab ou t  the s o f tw a re  f o r  
p la nne rs  that has been w r i t te n  f o r  m ic ro c om pu te r s  (e .g . , 
A p p le  I I  o r  I I I ,  I B M  P e rs on a l  C om p u t e r ,  N o r lh s ta r ,  
T R S - 8 0  M o d e l  I I I ,  o r  a ny  o th e rs ) .  Spec i f ic a l ly ,  we w ou ld  
l ike  to  k n o w :

•  W h a t  the p r o g ram s  d o ;
•  W h a t  types o f  sys tems they  requ ire  (m e m o r y ,  d isk  

d r i v e  requ irem en ts , p r in te rs ,  m anu fa c tu re rs ,  e tc . ) ;
•  W h e th e r  the p r o g ram s  a re  a v a i la b le  to  o th e rs ;  and
•  C o s t .

W e  a ls o  a re  in terested in hea r ing  f r o m  p lanne rs  w h o  
have  been us ing c om m e rc ia lly  a v a i la b le  p ro g ram s  (e .g . ,  
sp readshee ts , d a tabase , g raph ics , e tc . )  in the ir w o r k .  
W h ic h  p r o g ram s  are  y o u  using , and  wha t a re  y ou  using 
these p r o g ram s  fo r ?  A re  y o u  satis fied o r  d issatis f ied w ith  
the ir  p e r fo rm an c e ?

P lease  send a n y  in fo rm a t io n  to  D u n ca n  E r ley , A P A ,  
1 3 1 3  E. 6 0 t h  S t . ,  C h i c a g o ,  1L 6 0 6 3 7 ,  o r  p h o n e  
3 1 2 - 9 5 5 - 9 1 0 0 ,  ext. 2 0 3 .

revenue  increment f in anc ing . E l im ina t ing  this c on fu s io n  
w ith  tax aba tem en t w o u ld  he lp  m ak e  T IF  be l ieve rs  o u t  o f  
m an y  d o ub t in g  elected o f f ic ia ls  and  the pub lic .

A n o th e r  frequen t conce rn  expressed a b ou t  T IF  is that 
it w i l l  a d v e r s e ly  a f fec t  the a b i l i t y  o f  lo c a l  g o v e rnm en t  to 
p ro v id e  serv ices. T h is  conce rn  stems f r o m  the fact that a l l 
tax increases f r o m  the h ighe r assessed v a lu e  o f  p rope r t ie s  
in the T IF  d is tr ic t a re  a l lo c a te d  to the trust fu nd , ra th e r  
than to gene ra l m un ic ip a l se rv ices . A c tu a l ly ,  the ex­
perience o f  m os t  cit ies in C a l i f o r n ia ,  a cco rd ing  to a 1976  
rep o r t  b y  R a lp h  A nde rsen  and Assoc ia tes o f  S ac ram en to ,  
is that " ta x  inc remen t f in anc ing  has no t  c rea ted  ser ious 
f isca l p ro b lem s  f o r  lo c a l  tax agencies, and  has no t c o n ­
tr ibu ted  in a n y  s ign if ican t w a y  to  p r o p e r t y  tax ra te  in ­
c reases ." M o r e o v e r ,  the cost o f  se rv ic ing  a d e te r io ra t ing  
area is f requen t ly  m o re  than that f o r  servicing a redeve lop ­
ing a rea .

A n  a d d i t io n a l  tax consequence  o f  T I F  is that tax inc re ­
ment leg is la t ion somet imes exempts schoo l district m il lage 
f r o m  m ak in g  c on t r ib u t io n s  to  the trust fu n d .  A n d ,  as 
r ed eve lopm en t  occu rs , a l l  o f  the increased tax revenues 
ow °d  the sch oo l d is tr ic t w i l l  c on t inue  to f l o w  in to  schoo l 
budgets in those  states.

T h e  b o n d  consequences o f  T IF  g en e ra l ly  d o  no t extend 
to a f fec t ing  the city's s t a tu to ry  debt l im i t .  H ow e v e r ,  y o u  
can expect the s c ru t in y  o f  a rea  b a n k e r s  to be espec ia l ly  
th o ro u gh  w hen  T IF  is no t  cons ide red  a genera l o b l ig a t io n  
o f  the c ity . A l t h o u g h  b o n d  ra t ings  f o r  T IF  b o n d s  a re 
t y p ic a l ly  c lass " A "  o r  less, the b o n d s  sti l l can be insured 
b y  m un ic ip a l b o n d  in su rance  serv ices.

S ta r t -u p  costs f o r  the red ev e lo pm en t  agency f re qu en t ­
ly  can be rec ap tu red ,  once  the increment begins f low in g .  
H ow eve r ,  legis lat ion m ay  limit the a l low ab le  p lann ing and 
adm in is t ra t iv e  costs to  those d i re c t ly  a t t r ib u tab le  to  the 
4

redeve lopmen t p ro jec t .  A nd  it shou ld  be remembered  that 
recap tu re  w i l l  be r i s k y  un ti l  revenue a c tu a l ly  enters the 
trust fu nd .

Experience ir. states h a v in g  an extensive h is to ry  w ith  
T IF , such as C a l i f o r n ia  (w he re  som e  $ 7 0 0  m i l l i o n  w o r th  
o f  redeve lopment bonds has been issued), suggests that T IF  
can be a p ow e r fu l  t o o l .  In these times o f  b udge ta ry  cu t ­
b acks  and tight m on e y ,  T IF  can be a d e a lm ake r .

Gett ing the most out o f  T IF ,  howeve r ,  w i l l  in vo lv e  c om ­
b in ing it w ith o th e r  a va i la b le  too ls  in o rd e r  to  p roduce  the 
m a x im u m  in p r i v a t e  in v e s tm e n t s  a n d  p u b l i c  im ­
p ro vem en ts .  T IF  sh ou ld  be o n ly  one  e lement in an o v e ra l l  
package  o f  d e v e lo pm en t  incentives . Used in that w a y ,  it 
can b ecom e  an a lm o s t  in d ispensab le  pa r t  o f  y o u r  
red ev e lo pm en t  in ve s tm en t s t ra tegy .

H ow  to Estimate the Usable Proceeds
A  frequen t ques t ion  that arises a f te r  a tax increment 

f inanc ing  system  is u n d e rw a y  conce rns h ow  much m on e y  
w i l l  be a va i la b le  f o r  pub l ic  im p ro vem en ts  as a c on se ­
quence o f  a g iven d e v e lo pm en t  p ro jec t .  T h e  fastest w a y  
to m ake  this p r e l im in a r y  est imate is b y  using a p r o g r am ­
m ab le  c a lc u la to r  o r  c om pu te r .  The  a u th o r  has p r o ­
g ram m ed  a H ew le t t - P a c k a rd  H P - 1 2 C  c a lc u la to r  to  take 
in to  account such fa c to r s  as cu rren t tax ra te , cu r ren t  in­
terest rates, b o n d  yea rs  to  m a tu r i ty ,  b ond  cove rage  ra t io ,  
b o n d  issuance costs, and  b ond  reserve requ iremen ts . Th is 
p ro g ram  estimates the net p roceeds o f  a T IF  b ond  issue f o r  
a n y  g iven  increase to the tax base.

H o w e v e r ,  if y o u  d o  n o t  h a ve  a p r o g r a m m a b l e  
c a lc u la to r ,  y o u  can ach ieve  s om ew ha t  s low e r  and  m o re  
la b o r io u s  resu lts  b y  f o l l o w in g  these steps:

1 . Estimate the cost o f  the p ro jec t and  the increased tax 
base that w o u ld  resu lt . Y o u r  loca l tax app ra is e r  can 
he lp f igu re  ou t  the p ro spec t iv e  increases.

2. Estimate the an n u a l  tax y ie ld  b y  a p p ly in g  the cu r ­
rent tax rate  to the a dd i t io n a l  tax base.

3 . Estimate the annua l debt serv ice b y  d iv id ing  the a n ­
nua l y ie ld  b y  the b o n d  c ove rage  ra t io .  Y o u r  
city's f inanc ia l a d v is o rs  can he lp  y o u  de te rm ine  a 
re a sonab le  cove rage  ra t io .

4 .  Using cu rren t interest rates and  the n um be r  o f  years 
it takes long -te rm  revenue bonds to matu re , estimate 
the p r inc ipa l am oun t  o f  the bond s .  E ithe r a f in a n ­
cial c a lc u la to r  o r  a s tan d a rd  tab le o f  lo a n  constants 
w i l l  he lp  y o u  c om p le te  this step.

5 . Subtract an estimated fa c to r  f o r  bond  issuance costs. 
Y o u r  city's f in anc ia l a d v i s o r  m ay  be ab le  to suggest 
a reasonab le  percentage o f  the principa l am oun t , say 
f o u r  percent.

6. Sub tract an estimated reserve fu nd  am oun t .  Aga in , 
financ ia l a d v iso rs  m a y  be o f  he lp, o r  use the am oun t 
o f  one  year 's  debt serv ice as an estimate .

7 .  A f t e r  p e r fo rm in g  steps 1 th rough  6 , y o u  have  a 
p r e l im in a ry  est imate  o f  the net p roceeds o f  the tax 
increment b ond  issue, T h is  am oun t  is w ha t  y ou  can 
re a s o n ab ly  expect y o u r  red eve lopm en t  agency to 
have  a va i la b le  f o r  pub l ic  pu rpose  im p ro vem en ts .
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A c r u m b l i n g  o r  i n s u f f i c i e n t  p u b l i c  p h y s i c a l  
i n f r a s t r u c t u r e ,  p o o r  o r  i n a d e q u a t e  h o u s i n g ,  a n d  t h e  
l o s s  o f  a  s t r o n g  t a x  b a s e  b e c a u s e  o f  b u s ' n e s s  f a i l u r e  
o r  w a s t e f u l  l a n d  m a n a g e m e n t  a l l  e x a c e r b a t e  u r b a n  a n d  
r u r a l  b l i g h t  a n d  i n c r e a s e  c o s + s  4o  ^ e  o u b l i c  p u r s e .
I n  t h e  f a c e  o f  s u c h  p r o b l e m s ,  p u b l i c  e r + ; t ! e s  a r e  
i n c r e a s i n g l y  s e e k i n g  o u t  p r i v a t e  " c a r + n e r s . "

G e n u i n e  l o c a l  c o n t r o l  i s  c r u c i a l  t o  a l l e v i a t i n g  
l o c a l  p r o b l e m s .  L o c a l  o f f i c i a l s  n e e d  a n d  w a n t  t o  h a v e  
g r e a t e r  c o n t r o l  o v e r  t h e i r  c o m m u n i t y ' s  d e s t i n y ,  y e t  
m a n y  l a c k  t h e  a u t h o r i t y  t o  a c t  e f f e c t i v e 1'/.  O n l y  
t h r o u g h  p o w e r s  g r a n t e d  b y  t h e  s t a t e s  c a n  c o m m u n ’ t i e s  
m a k e  d e c i s i o n s  a n d  t a k e  a c t i o n s  b e s t  s u i t e d  t o  t h e i r  
s p e c i a l  n e e d s .  C o n s t i t u t i o n a l l y ,  a  s t a t e  m a y  c h o o s e ,  
t h r o u g h  e n a b l i n g  o r  p e r m i s s i v e  l e g i s l a t i o n ,  t o  g r a n t  a  
w i d e  a r r a y  o f  l o c a l  s e I f - g o v e r n i n g  o o w e r s ,  i n c l u d i n g  
t h e  a b i l i t y  t o  p l a n ,  d e v e l o p ,  a n d  c a r r y  o u t  l o c a l  
a p p r o a c h e s  t o  e c o n o m i c  r e v i t a l i z a t i o n .
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O n e  t o o l ,  t a x  i n c r e m e n t  f i n a n c i n g ,  h a s  e n g e n d e r e d  
s t r o n g  i n t e r e s t  I n  m a n y  c o m m u n i t i e s  o o n d e r i n g  e c o n o m i c  
r e d e v e l o p m e n t .  T a x  i n c r e m e n t  f i n a n c i n g  'T!*-*> a l l o w s  a  
l o c a l  g o v e r n m e n t  t o  f i n a n c e  r e d e v e l o p m e n t  b y  " f r e e z ' n q "  
a + t h e  p r e d e v e l o p m e n t  l e v e l  ' ' he  g e n e r a l  p u r p o s e  f a x e s  
l e v i e d  i n  a  d e s i g n a t e d  a r e a ,  u s ' n g  a n y  i n c r e m e n t  i n  
p r o p e r t y  t a x  v a l u e  r h a t  o c c u r s  b e c a u s e  o f  o r o p o s e d  o r  
a c + u a l  r e d e v e l o p m e n t  t o  g e n e r a t e  +h e  r e v e n u e s  n e e d e d  
t o  x i n a n c e  t h e  r e d e v e l o p m e n t  a c t i v ! ~ v .

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  b e  u s e d  + o  1e v e r a g e  
m o r e  f u n d s  t h r o u g h  b o n d s  o r  o n  a  p a y - a s - y o u - g o  b a n ' s .  
T w e n t y - n i n e  s t a t e s  c u r r e n t ! - ,  a u t h o r ' z e  f h e ! r  ' o c a 1 
g o v e r n m e n t s  +o  u s e  t a x  i n c r e m e n 4' f  I n a n e i r , ,  a n d  i t  
w a s  a c t i v e l y  c o n s i d e r e d  ■n  - : v e  a d d i t i o n a l  s f a ~ e  
l e g i s l a t u r e s  d u r i n g  t h e i r  1983 s e s s i o n s .

T h i s  p a p e r  i s  p a r t  o f  a  c h a p t e r  o f  a  l a r g e r  A C i R  
s t u d y ,  T h e  S t a t e s  a n d  D i s t r e s s e d  C o m m u n i t i e s ,  d u e  f o r  
p u b l i c a t i o n  l a t e r  I n  t h e  y e a r .  B e c a u s e  T I F  g e n e r a t e d  
s o  m u c h  i n t e r e s t  d u r i n g  t h e  i n t e r v i e w s  d e n e  a s  p a r t  
o f  t h a t  l a r g e r  s t u d y ,  t h i s  p o r t i o n  i s  p r e s e n t e d  e a r l y  
s o  t h a t  t h e  i n f o r m a t i o n  c a n  b e  s h a r e d  m o r e  q u i c k l y .
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m e n t ,  o r  a n t i c i p a t e d  -Jevelot- -eo*.. ^o-*« I n t o  *» : v V . - S  'a »c  -

i o  re-J.re a n y  d e b t  'i i c m  '»■'! .< ' i • .. iry — **-,»'ve ’.■>•.'*•»« m e

l i m i t  i s  o u t  o n  t h e  debt-, r e p a y m e n t ? ,  a ' i  / v h : *i * ' t a x  d u e  is

•cid t i j u r : s-!i'it i n.: 'M'n.Mf - . r i n g  . V - ’ *: --'elope are.

f i joe.e s t a t e s  t h e  T T ” r e n e l  M' ' 3 ,-e u s e d  “o r  re-’av e ' . o p m e n t  o n  a n a v - a s -  

y o u - g e  b a s i s  r a t h e r  t h a n  t o  *'..».•* •< *s

I n  e i t h e r  c a s e ,  i t  i s  ..ss-t.-ie-. - h st.- . <y r -  a r e a  i s  r e d e v e l o p e d ,  

i t  w i l l  b e  m o r e  v a l u a b l e  a n d ,  t h e r e f o r e ,  c h a t  n r o p e r f '  r a x e s  w l 1 * 

i n c r e a s e .  T a x  i n c r e m e n t  f i n e  i c i n g  I s  v i e w e d  a s  a “ s - ' f - '  -'v>‘ 1 f c r

l o c a l i t i e s  b e c a u s e  i t  r e l i e s  o n  l . o a i  n r o o e r r y  t » . <  f r ' - e - s  u n i  I s  

a d m i n i s t e r e d  a n d  m o n i t o r e d  - i l m o s r  e n t i r e l y  b v  l o c a l  g* n —  " l e n t  n f f l u l e l s

F i g u r e  1 r e p r e s e n t s  g r a p r : . ’ * v . l ’ > h o w  i . «  i n r - r e i n e * -  c . - a n e i o g  

L i n e  a b  d e m o n s t r a t e s  h o w  t h e  a s s e s s e d  v a l u a t i o n  o f  a  s . m  o r  v  V g h t e d  

a r e a  d e t e r i o r a t e s  o v e r  t i m e .  S u c h  d e t e r i o r a t i o n  i s  .. c o m v o u  . i ' « » . t - o u s  

p r o b l e m  i n  m a n y  o l d e r  d o w n t o w n  a r e a s ,  a n d  o f t e n  i s  e x a c * b a t e  t u j  o w n e r s  

w h o  s i m p l y  a b a n d o n  t he - *  r  p - o o e c t v  w'.-.i- t a x e s  t e e "  n v n e u t r ? .  I ? .;■? 

a n y  p r o f i t s  t h e y  m i g h t  m a k e .  U n d e r  t a x  i n c r e m e n t  f i - ' a r r . ' .  - y ,  a r - > d e v e l o p  

m e n t  p l a n  f o r  a  d e s i g n a t e d  s l u m  o r  b l i g h t e d  a r e a  i s  ad. - y  - .l  a t ,  s o y ,  

t i m e  x .  T h e  a s s e s s e d  v a l u a t i o n  o f  t h e  p - o j s e t  a r e a  I s  d e v e r m i n e d  b y  

t h e  m o s t  r e c e n t  a s s e s s m e n t  m a d e  p r i o r  t o  t h e  e f f e c t i v e  c a t e  o f  t h e  

o r d i n a n c e  a d o p t i n g  t h e  p l a n .  F r o m  t h a t  p o i n t  o n .  t h a t  a s s e s s e d  v a l u e  

( r e p r e s e n t e d  o n  t h e  g r a p h  a s  l i n e  c d )  s e r v e s  a<= a v ? r e r e n t e  p o i n t  : i o m  

w h i c h  t o  d e t e r m i n e  t h e  t a x  I n c r e m e n t .  A -  r ^ d e v e l c o m e n 1: p - o c ,»e*, s ,  t h e  

a c t u a l  a s s e s s e d  v a l u a t i o n  w i t h i n  t h e  p r o j e c t  a r e a  v i . 1. -  c . - y i n  t o  i i s e  a s  

i n d i c a t e d  b y  l i n e  c e .  T h e  a d  v a l o r e m  t a x e s  g e n e r a t e - ’ b y  " h i s  i n c r e a s e  

i n  a s s e s s e d  v a l u a t i o n  o v e r  t h e  r e f e r e n c e  v a l u a t i o n  ( t h a t  I s ,  t h e  d i f ­

f e r e n c e  a t -  a n y  g i v e n  t i m e  b e t w e e n  l i n e  c e  a n d  c d )  a r e  k n o w n  a s  t h e  t a x  

i n c r e m e n t s .  T h e s e  t a x  i n c r e m e n t s  a r e  s e t  a s i d e  i n  a  s p e c i a l  r e d e v e l o p ­

m e n t  t r u s t  f u n d  t h a t  i s  u s e d  e i t h e r  t o  r e p a y  b o n d  h o l d e r s  o r  o n  a 

p a y - a s - y o u - g o  b a s i s  a s  t h e  p r o j e c t  d e v e l o p s .

T h e  d i p  i n  l i n e  c e  b e f o r e  i t  b e g i n s  t o  r i s e  r e f l e c t s  t h e  i n i t i a l  

d e c r e a s e  i n  t a x  r e v e n u e s  t h a t  o c c u r s  b e t w e e n  d e s i g n a t i n g  a  T I F  d i s t r i c t  

a n d  a c t u a l l y  s t a r t i n g  d e v e l o p m e n t .  O n c e  a n  a r e a  i s  d e s i g n a t e d  a s
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F i g u r e  1 .  T a x  I n c r e m e n t  F i n a n c i n g

A s s e s s e d

Vacation
in

D o l l a r s

A s s e s s e d  v a l u a t i o n  

b e f o r e  d e c l i n e

, /  b e g a n

I n c r e a s e  i n  

a s s e s s e d  v a l u a t i o n  

w i t h  r e d e v e l o p m e n t

\ ,

T e m p o r a r y  

d i p  i n  a s s e s s e d  

v a l u a t i o n  d u e  t o  

l a n d  b a n k i n g  o r  

" d e a d  p e r i o d "

d e c r e a s e  

I i n  a s s e s s e d  

| v a l u a t i o n  

| w i t h o u t  

j  r e d e v e l o p m e n t

JL*_______
T i m e

P r o j e c t

C o m p l e t e d

S o u r c e :  A C I R  s t a f f  c o m p o s i t e  a d a p t e d  f r o m  F l o r i d a  D e p a r t m e n t  o f  V e t e r a n

a n d  C o m m u n i t y  A f f a i r s ,  a n d  R i c h a r d  G .  M i t c h e l l .  1 /

a  T I F  d i s t r i c t ,  i t  i s  o f t e n  c l e a r e d  o f  a n y  o u i l d i n g s  ( o r  t e n a n t s )  i n  

p r e p a r a t i o n  f o r  r e d e v e l o p m e n t  —  t h u s ,  t a x  r e v e n u e  d e c r e a s e s .  T h e  l a n d  

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

l a t e d  t o  f l o a t  b o n d s .  T h i B  w a s t e f u l  o r  " d e a d "  p e r i o d  ( a l s o  k n o w n  a s  

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

1
F l o r i d a  D e p a r t m e n t  o f  V e t e r a n  a n d  C o m m u n i t y  A f f a i r s ,  D i v i s i o n  o f  L o c a l  

R e s o u r c e  M a n a g e m e n t ,  U s i n g  T a x  I n c r e m e n t  F i n a n c i n g  f o r  C o m m u n i t y  

R e v i t a l i z a t i o n ,  C o m m u n i t y  P r o g r a m  D e v e l o p m e n t  M a n a g e m e n t  S e r i e s ,  N o .

2 2 ,  F e b r u a r y  1 9 8 2 ,  p p .  4 - 5 .

R i c h a r d  G .  M i t c h e l l ,  " T a x  I n c r e m e n t  F i n a n c i n g  f o r  R e d e v e l o p m e n t :  i s

i t  a s  b a d  a s  i t s  c r i t i c s  s a y ?  i s  i t  a s  g o o d  a s  i t s  p r o p o n e n t s  c l a i m ? , "  

J o u r n a l  o f  H o u s i n g  v o l .  5 ,  n o .  7 7  ( M a y  1 9 7 7 ) ,  p p .  2 2 6 - 2 2 9 .
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I n f o r m a t i o n  g a t h e r e d  t h r o u g h  i n t e r v i e w s  a n d  f r o m  t h e  l i t e r a t u r e  

i n d i c a t e s  m i x e d  a t t i t u d e s  t o w a r d  t a x  i n c r e m e n t  f i n a n c i n g ,  w i t h  t h e  

s c a l e s  t i p p e d  t o w a r d  a c c e p t a n c e .  M o s t  s t a t e  a n d  l o c a l  o f f i c i a l s  b e l i e v e  

t h e  n e e d  f o r  e c o n o m i c  r e v i t a l i z a t i o n  o u t * « i g h s  t h e  c o n t r o v e r s i e s  t h a t  

s u r r o u n d  T I P .  R a t h e r  t h a n  a v o i d  t h i s  m e t h c d  o f  f i n a n c i n g ,  s t a t e s  h a v e  

d e v e l o p e d  o r  r e v i s e d  s t a t u t e s  t h a t  a d d r e s s  a n d  c o n t r o l  t h e  c o n c e r n s .

S t a t e s  r e c e n t l y  a c t i v e  i n  e n c o u r a g i n g  t h e  u s e  o f  T I F  h a v e  c o m p l i e d  

t o m e  o f  t h e  m o a t  c o n v i n c i n g  a r g u m e n t s  f o r  u s i n g  i t ,  s u c h  a s :

°  U n d e r  T I F ,  t h e  b o n d  p r o c e e d s  a r e  t o t a l l y  c o n t r o l l e d  

b y  t h e  l o c a l i t y ;

0 T I F  i s  m o r e  e f f i c i e n t  t h a n  t a x  a b a t e m e n t s ,  r e q u i r i n g  

t h e  d e v e l o p e r  t o  p a y  f u l l  t a x a t i o n ;  a n d

0 T I F  r e p r e s e n t s  n o  c o m m i t m e n t  o f  s t a t e  d o l l a r s .  2 /

F u r t h e r ,  n o  c a s e s  o f  l o a n  d e f a u l t  u n d e r  T I F  w e r e  r e p o r t e d  i n  t h e  c o u r s e  

o f  t h i s  r e s e a r c h .  T o  t h e  b e s t  o f  o u r  k n o w l e d g e  t h e r e  h a v e  b e e n  n o n e .

T h i s  r e d e v e l o p m e n t  f i n a n c i n g  t o o l  h a s  n o t  b e e n  w i t h o u t  c o n t r o ­

v e r s y ,  h o w e v e r .  T h r e e  m a j o r  c r i t i c i s m s  h a v e  b e e n  d i r e c t e d  t o w a r d  i t :

0 T I F  i s  g e a r e d  t o w a r d  l a r g e - s c a l e  d e v e l o p m e n t  a n d  

i s  o f  l i t t l e  u s e  t o  s m a l l  f i r m s  i n  d i s t r e s s e d  

c o m m u n i t i e s ;

°  i t  i s  a  l o a n  o f  p u b l i c  c r e d i t  t o  a i d  p r i v a t e  

e n t i t i e s ;  a n d

PROS AND CONS

M a s s a c h u s e t t s  E x e c u t i v e  O f f i c e  o f  C o m m u n i t i e s  a n d  D e v e l o p m e n t ,  D i v i s i o n  

o f  C o m m u n i t y  S e r v i c e s ,  " E x e c u t i v e  S u m m a r y  o f  T a x  I n c r e m e n t  F i n a n c i n g , "  

M a s s a c h u s e t t s  H o u s e  B i l l s  3 3 9 2  a n d  5 6 4 9 ,  A p r i l  1 9 8 3  ( B o s t o n ,  M A ) .
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0 i t  i s  u s e d  f o r  a r e a s  t h a t  w o u l d  h a v e  b e e n  d e v e l o p ' ' - ' !  

w i t h  p r i v a t e  f u n d s  a n y w a y .

O t h e r  c r i t i c i s m s  i n c l u d e :

0 T I F  h a s  b e e n  a b u s e d  b y  f u n d i n g  p r o j e c t s  w h i c h  a r e  

o n l y  i n d i r e c t l y  r e l a t e d  t o  p r o m o t i n g  d e v e l o p m e n t ;

0 t h e r e  h a s  n o t  a l w a y s  b e e n  a  d e f i n i t e  t i m e - f r a m e  

c o :  p a y o f f ,  t h e  d e b c  b e i n g  f i n a n c e d  i n d e f i n i t e l y ;  

a n d

0 t a x  i n c r e m e n t  f i n a n c i n g  m a y  a l l o w  t h e  r e d e v e l o p m e n t  

a r e a  t o  c a p t u r e  p r o p e r t y  t a x  r e v e n u e s ,  b u t  i t  s t e a l s  

t h e m  f r o m  o t h e r  t a x i n g  j u r i s d l  : t i o n s  w i t h i n  t h e  m u n i ­

c i p a l i t y  f o r  a s  l o n g  a s  t h e  d e o t  i s  i n c u r r e d  ( s c h o o l  

d i s t r i c t s ,  f o r  e x a m p l e ) .

I t  a p p e a r s  t h a t  m o s t  o f  t h e s e  c r i c i c i s r a s  h a v e  b e e n  m e t  a n d  o v e r ­

c o m e .  S m a l l  a n d  m e d i u m - s i z e d  c i t i e s  h a v e  s h o w n  a n  i n t e r e s t  i n  u s i n g  

T I F  t o  u p g r a d e  b l i g h t e d  a r e a s ;  i t  i s  n o  l o n g e r  s e e n  a s  o n l y  a  " b i g  

c i t y "  p r o g r a m .  I n  W i s c o n s i n ,  v i l l a g e s  a s  s m a l l  a s  3 0 0  I n  p o p u l a t i o n  

h a v e  u s e d  i t ;  i n  M o n t a n a ,  c i c y - c o u n t y  c o n s o r t i a  a r e  f o r m e d  t o  i n c r e a s e  

r e d e v e l o p m e n t  a r e a s .

S t a t e s ’ c o n t r o l s  o v e r  T I F  p r a c t i c e s  h n v e  b e c o m e  f a i r l y  w e l l  d e v e l o p e d  

a n d ,  i n  s o m e  c a s e s ,  a r e  s t r i n g e n t ,  I n c l u d i n g  c o n t r o l s  o v e r  w h a t  k i n d  o f  

a r e a  c a n  q u a l i f y ,  h o w  t h e  m o n e y  c a n  b e  u s e d ,  a n d  h o w  l o n g  t h e  d e b t  c a n  

b e  c a r r i e d .

T h e  t a x  " s t e a l i n g "  i s s u e  c a n  b e  o v e r c o m e  a n d  a n  u n d e r s t a n d i n g  

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

s h o u l d  b e  t a k e n  t o  i n f o r m  f u l l y  t h e  v a r i o u s  e n t i t i e s  a f f e c t e d  b y  a  

p r o p o s e d  t a x  i n c r e m e n t  d i s t r i c t  t o  s h o w  t h e m  h o w  t h e y  w i l l  u l t i m a t e l y  

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

t h e r e  w i t h o u t  r e d e v e l o p m e n t .  S e c o n d ,  c o m p r o m i s e s  c a n  o f t e n  b e  r e a c h e d  

s o  t h a t  c e r t a i n  t a x i n g  d i s t r i c t s  d o  g a i n  s o m e  o f  t h e  i n c r e m e n t  e v e n  

d u r i n g  d e v e l o p m e n t .

I n  r e c e n t  F l o r i d a  l i t i g a t i o n ,  T I F  w a s  a l l e g e d  t o  b e  a n  u n c o n ­

s t i t u t i o n a l  p l e d g e  o f  a d  v a l o r e m  t a x e s  b e c a u s e  i t s  u s e  d o e s  n o t  r e q u i r e  

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

i n v o l v e d  i n  c o u r t  c a s e s  o v e r  c o n s t i t u t i o n a l i t y .  T h e  F l o r i d a  S u p r e m e



C o u r t  u p h e l d  t h e  c o n s t i t u t i o n a l i t y  o r  ' r a x  i n c r e m e n t  f 1 n a n - - ' i g ,  3 /  m d  

t h e  T e x a s  i s s u e  o f  u n c o n s t i t u t i o n a  L i t  v  w a s  r e ® . i ! v * » J - h e  ’' e t e c s

a p p r o v e d  a  c o n s t i t u t i o n a l  a m e n d m e n t .  ftj

T h e  m o a t  r e c e n t  p r o b l e m s  < o r  c r o n t ! “v? t a x  i n c . ’ • ' - m e n  f  e < n a o r  < j f, n,jf
I n v o l v e  a n y  o f  t h e s e  c o n t r - "  v e r s l e s .  r , : s  V g e e s t  * • • * • • ■»< * . »  *<»n ►«..»

o w i n g  d o w n  o f  I n f l a t i o n  n a t i o n w i d e ,  j o d  t ^ e  a d o f  ’ u  ' i “m n v  - * t * s t e s  o f  

; ; r - o p e r t * -  “ a x  l . ' d s .  P r o j e c t s  f u n n e d  t h r o u g h  t a x  i n c r  m e ' - * -  

■ > e l p f; d  i f  I n f  l a - .  I o n  I n c r e a s e s  p r o p e r t y  v a  L u g s  b y  !«•  m e  ■»> d  '•> m - V s  V-» t w e e n

p r o j e c t  i n c e p t i o n  a n d  c n r m ’ e l I o n  b e c a u s e  t h a t  <' l v a ”  3 ‘ v . - ' u e  r s

b e  f i n a n c i n g .  C e l ' ^ r g s  o r -  i.,T‘ o r" j r t v  t a x  r a t s ®  i i ' " ! ’- a  o r .  ' ' e c r ' «  e x " a c t e d  

r e  v o n  ? - ^ e r i e i a t i :  q  r a p a c i t y .

C O N D I T I O N S  AN' H A C T I O N ' S  I M P O R T A N T  T O  T f . v  ' 9  V r  I  E S N

■“Ed u c a t i o n  o  f  V o t e r s  a n  d  E l e c t e d  O f  f t  c l a l  s

T h e  C o n c e p t

T a x p a y e r  o p p o s i t i o n  c a n  h i n d e r  i m p l e m e n t i n g  T I F  e v e n  i n  s t a t e s  

w h e r e  i t  h a s  b e c o m e  l a w .  D e a l i n g  w i t h  m i s u n d e r s t a n d i n g ®  a m o n g  l o c a l  

o f f i c i a l s  a n d  t a x p a y e r s  i s  c r u c i a l  t o  - , u  : c e s s f u l l y  l e g :  s 1 - : r  l o g  a r i d  

i m p  l e r a e 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 .  M a n y  o f  t h e  f e a r s  o v e r  t a x  

l o s s e s  o r  c o n c e r n s  o v e r  t h e  p u r p o s e s  o f  a  T I F  d i s t r i c t  c a n  b e  a l l a y e d  

i f  T I F ,  i t s  u s e s ,  i t s  a d v a n t a g e s  a n d  d i s a d v a n t a g e s ,  a n d  c h . -  u l t i m a t e  

g a i n  f o r  t h e  c o m m u n i t y  a r e  c l e a r l y  o u t l i n e d  I n  t h e  h e g j . r i r . i n g .  N e b r a s k a  

i . i d  M i s s o u r i  h a v e  p r e p a r e d  p u b l i c a t i o n s  o n  t h e  u s e s  a n d  b e n e f i t s  o f  

T I F ,  a n d  o t h e r  s t a t e s  e x p r e s s  i n t e r e s t  i n  h e l p i n g  c o m m u n i t i e s  i m p l e m e n t  

i t .  P u b l i c a t i o n s ,  a l o n g  w i t h  t h e  a v a i l a b i l i t y  o f  s t a t e  t e c h n i c a l  

a s s i s t a n c e ,  m a y  e n a b l e  l o c a l  g o v e r n m e n t s  t o  h e l p  t h e m s e l v e s  m o r e  q u i c k l y  

a n d  m o r e  k n o w l e d g e a b l y .

3

T h e  c o n s t i t u t i o n a l i t y  o f  t h e  s t a t u t e  i t s e l f  c o u l d  b e  c h a l l e n g e d ,  b u t  

w h e r e  t h e  l e g i s l a t u r e  h a s  d e c l a r e d  a  p r o g r a m  t o  b e  a  v a l i d  p u b l i c  

p u r p o s e ,  t h e  C o u r t  w i l l  n o t  d i s t u r b  t h a t  d e t e r m i n a t i o n  u n l e s s  c l e a r l y  

u n w a r r a n t e d .  G r u b s t e i n  v .  U r b a n  R e n e w a l  A g e n c y  o f  t h e  C i t y  o f  T a m p a ,  

1 1 5  S o .  2 d  7 4 5  ( F l a . ,  1 9 5 9 ) .  F r o m :  F l o r i d a  D e p a r t m e n t  o f  V e t e r a n

a n d  C o m m u n i t y  A f f a i r s ,  U s i n g  T a x  I n c r e m e n t  F i n a n c i n g  f o r  C o m m u n i t y  

R e v i t a l i z a t i o n ,  p .  3 9 .

A p p r o v e d  N o v e m b e r  1 9 8 1 .  T e x a s  R e v i s e d  C i v i l  S t a t u t e s  A n n o t a t e d ,  

A r t i c l e  1 0 6 6 e .

4
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P a r t  o f  t h e  t a x p a y e r s '  a v e r s i o n  t o  T T r  s t e m 9  f r o m  i n i - 3 'odr- r s f a - v d .  L . : g  

' h e  b o n d i n g  o r o . e s s .  T a x  i n c r e m e n t  f i n a n c i n g  t y o l c a l l y  e - i f a ! 1 - J c « s . i - i « j g  

r e v e n u e  b o n d s  t o  r a i s e  s u f f i c i e n t  f u n d *  f o r  t h e  r e d e  v e i n  or-.- t  •

A t f v e n u e  b o n d s  a r e  o f t e n  u s e d  f o r  ’ o n g - t e r m  g o v e r n m e n t a l  p r o ' e o v ? .  - in.- '

• l e t  n e c e s s a r i l y  c o n n e c t e d  w i t h  a  t a x  i n c r e m e n t  d i s t r - . - t .  ’ . -  *•••• v » - „  •

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  d o  not p l e d g e  t h e  f u l l  f a ' f h  «.V —

of  .• g o v e r n m e n t  a n d  t h e y  r a r e l v  r e - -  : i  r e  v o t e r  a o p r o v a t .   ....... ' • o n * ! - .

w h e t h e r  u s e d  f o r  t a x  I n c r e m e n t  d i s t r i c t s  o r  f o r  o t h e r  p . r -  - s o

e  v e n u e s  ’ e n e  r a c e d  ~-f p r o j e c t  t o  p a y  t h e  b o n d s 1 o r i n c l  * * • '  a " 1 4 ' • • - r e  

t h e y  i n c l - i u e  a n  e l e m e n t  of. -*>e1 f - K e i o  .

I n  m o s t  c a s e ? ,  t a x  i n c r e m e n t  f u n d s  i r e  u s e d  t o  l e v e - . g e  . : ; V » r  

r e s o u r c e s  I n t o  r - t r e e r  p o o l  o f  i o n . ; / .  T h e  b o r f  m a r ' * - ? : :  e x c  -  : a  I n

. a l L F o r n i a ,  f o r  i n s r a n c e ,  h a s  b e e n  t h a t  e a c h  $ 1  of  t a x  i n c ' - e m e n  - •>I  •_

• u p o o r t  ? c o m  5 /  t o  • ; 1 0  : n  b o n . ’ 3 .  ! ' . . u s ,  a  J I O ^ . O O O  : . ^ c  > i > .  1

a v e r a g e  f r o m  5 7 0 0 , 0 0 0  $ »  m i l l i o n  i n  b o n d s .  W  M o a t  o n m m u u . l L  l - s  u s e

i n  c o t  l u n a t i o n  - 4 1 h  o t h e r  . l o n e v ,  u s u a l l y  f . o m r a u n i t y  O e v e l o p m e > t  

. : k  G r a .  f  ( i ’ O B G )  a n d  U r b a n  D e v e l  n o - n e n t  A c t i o n  G r a n t  f ' . ' P A G )  f u n d - * ,  s o  

•: t h e  t o t . . ’, - m o u n t  o c  m o n e y  m a d e  a v a i l a b l e  f o r  c o m m u n : : v  ( m p r  - o m f - i t  

s  a  c o n s ! d u r a b l e  n u m .  6 /

T h e  B o n d i n g  M e c h a n i s m

M i t c h e l l  ( s e e  f o o t n o t e  1 a b o v e ) .

A
T h e  O h i o  l a w  i s  a n  e x c e p t i o n  i n  i t s  r e q u i r e m e n t  t h a t  t h e  l a n d ,  t o  b e  

i m p r o v e d  u n d e r  i t s  l e g i s l a t i o n  m u s t  b e  a c q u i r e d  b y  a  m u n i c i p a l i t y  

w i t h  i t s  o w n  f u n d s  a n d  h e l d  i n  f e e  t i t l e  b y  t h e  m u n i c i p a l ! l y .  I t  I s  

a l s o  u n i q u e  i n  r e q u i r i n g  p u b l i c  o w n e r s h i p  o f  t h e  l a n d  e v e n  a f t e r  r e ­

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

b e n e f i t  t o  t h e  d e v e l o p e r  l a  t h a t  n o  l a n d  n e e d  b e  p u r c h a s e d  o r  p r e p a r e d ;  

t h e  e v e n t u a l  b e n e f i t  t o  t h e  m u n i c i p a l i t y ,  b e s i d e s  t h e  r e d e  v e l o p . r . e c ' .  

i t s e l f ,  i s  t h e  r e n t a l  o f  a i r  s p a c e  a n d  i n c r e a s e  i n  p r o p e r t y  t a x  b a s e .

A n  O h i o  m u n i c i p a l i t y  i n t e r e s t e d  i n  e n c o u r a g i n g  u r b a n  r e d e v e l o p m e n t  

c a n  l e a s e  i t s  l a n d  t o  d e v e l o p e r s  f o r  a n y  p u r . _ s e .  T h e  l a n d  i s  t h e n  

e x e m p t  f r o m  r e a l  p r o p e r t y  t a x a t i o n  f o r  u p  t o  30 y e a r s .  T h i s  i s  n o t  

t a x  a b a t e m e n t ,  h o w e v e r ,  a s  o w n e r s  o f  r e d e v e l o p m e n t  s t r u c t u r e s  l o c a t e d  

o n  t h e  l a n d  m u s t  m a k e  a n n u a l  s e r v i c e  p a y m e n t s  e q u a l  t o  t h e  t a x  t h a t  

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

a r e  t h e n  r e d i s t r i b u t e d  b a c k  t o  t h e  m u n i c i p a l i t y  i n  w h i c h  t h e  I m p r o v e ­

m e n t s  w e r e  m a d e .  X e n i a ,  f o r  i n s t a n c e ,  u s e d  l a t e r  i n  t h e  p a p e r  a s  a n  

e x a m p l e  o f  r e b u i l d i n g  a f t e r  a  d i s a s t e r ,  r e c o u p e d  t h e  e n t i r e  c o s t s  o f  

i m p r o v e m e n t s  t o  t h e  p r o p e r t y  i n  t h e  T o w n e  S q u a r e  a r e a  t h r o u g h  I n c r e a s e d  

r e a l  p r o p e r t y  t a x e 9  t h o s e  i m p r o v e m e n t s  g e n e r a t e d .



M o s t  s t a t e s  l i m i t  t h e  l e n g t h  o f  b o n d  i n d e b t e d n e s s  f r o m  1 0  t o  2 0  

y e a r s ,  a l t h o u g h  a  f e w  a l l o w  a s  l o n g  a s  3 0  y e a r s .  A  N e w  H a m p s h i r e  

o f f i c i a l  w a r n e d  a g a i n s t  s u c h  a  l o n g  c o m m i t m e n t ,  s a y i n g ,  " P o l i t i c a l l y  

t h e r e  h a s  t o  b e  a  f a s t  p a y - o f f  i n  o r d e r  t o  h a n d l e  o t h e r  t a x i n g  d i s t r i c t s '  

p r e s s u r e . "  7J A  T e n n e s s e e  o f f i c i a l ,  r e c o m m e n d i n g  n o  m o r e  t h a n  a  t e n -  

y e a r  d e b t ,  b u t  p r e f e r r i n g  a  t h r e e -  t o  f i v e - y e a r  o n e ,  s a i d ,  “ I f  y o u  f l o a t  

l o n g - t e r m  d e b t ,  y o u  l i m i t  t h e  a b i l i t y  o f  t a x i n g  d i s t r i c t s  t o  f e e l  t h e  

f u l l  b e n e f i t  o f  r e d e v e l o p m e n t . "  8 /

O t h e r  O p t i o n s

S o m e  s t a t e s  a l s o  a l l o w  T I F  t o  b e  u s e d  o n  a  p a y - a s - y o u - g o  b a s i s ,  

s p e n d i n g  o n l y  t h e  a m o u n t  o f  m o n e y  t h a t  i s  i n  t h e  f u n d  a t  a  g i v e n  t i m e .

N e w  M e x i c o  a l l o w s  o n l y  t h i s  m e t h o d ;  c o m m u n i t i e s  i n  t h a t  s t a t e  a r e  u n a b l e

r . o  b o n d  b e c a u s e  a l l  t a x i n g  j u r i s d i c t i o n s  h a v e  t o  a p p r o v e  e x p e n d i t u r e s  

a n n u a l l y .

P l a n n i n g  a n d  T r a c k i n g

I n  c o n s i d e r i n g  u s i n g  T I F ,  i t  i s  c r u c i a l  t o  k n o w  t h e  m a r k e t  p o t e n t i a l  

o f  t h e  p r o p o s e d  d i s t r i c t .  T h e  J a n u a r y  1 9 8 3  C e n t e r  C i t y  R e p o r t  e m p h a s i z e d  

t h e  i m p o r t a n c e  o f  a  m a r k e t  a n a l y s i s  e a r l y  i n  c o n s i d e r i n g  T I F :

I f  y o u  d o n ' t  h a v e  a  m a r k e t  f o r  d e v e l o p m e n t ,  t h e n  y o u

w o n ' t  h a v e  s u f f i c i e n t  p o t e n t i a l  p r i v a t e  i n v e s t m e n t  t o  

g e t  t h e  T I F  c y c l e  s t a r t e d .  I n  p r a c t i c a l  t e r m s ,  t h e  

w h o l e  T I F  e x p e r i e n c e  i s  p r e d i c a t e d  o n  m a r k e t  p o t e n t i a l .

W h e n  m a r k e t  c o n d i t i o n s  a r e  s o  p o o r  t h a t  i n v e s t o r s  w o n ' t  

i n v e s t  a n d  d e v e l o p e r s  w o n ' t  d e v e l o p ,  t h e n  t h e r e  s i m p l y  

w i l l  b e  n o  t a x  i n c r e m e n t .  9 /

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

7

S t a f f  i n t e r v i e w ,  N e w  H a m p s h i r e  O f f i c e  o f  S t a t e  P l a n n i n g ,  J u l y  1 9 8 3 .

8
S t a f f  i n t e r v i e w ,  O f f i c e  o f  I n t e r g o v e r n m e n t a l  A f f a i r s ,  M a y o r ' s  O f f i c e ,  

N a s h v i l l e ,  J u l y  1 9 8 3 .

I n t e r n a t i o n a l  D o w n t o w n  E x e c u t i v e s  A s s o c i a t i o n ,  C e n t e r  C i t y  R e p o r t , 

J a n u a r y  1 9 8 3 ,  p .  5 .

9
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d e v e l o p s .  B u t t e - S i l v e r  B o w ,  M o n t a n a ,  h a s  s e t  u p  a  m e c h a n i s m  f o r  t a x  

I n c r e m e n t  m a n a g e m e n t .  O n c e  t h e  t a x  r e c o r d s  o f  t h a t  L o c a l i t y  a r e  p l a c e d

o n  t h e  l o c a l  g o v e r n m e n t ' s  c o m p u t e r  s y s t e m ,  t h e  t a x  i n c r e m e n t  p r o g r a m  w i l l

b e  i n c o r p o r a t e d .  T h i s  w i l l  e l i m i n a t e  r e v e n u e  u n k n o w n s  —  a n  i m p o r t a n t  

f a c t o r  t o r  t a x i n g  d i s t r i c t s .

P e a t ,  M a r w i c k ,  M i t c h e l l  & C o . ,  i n  e v a l u a t i n g  t h e  A l b u q u e r q u e  C e n c e r ,  

n o t e d  t h a t  e c o n o m i c  a n a l y 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  a r e  h a r d  t o  !<-•.

T h e  r e p o r t  w e n t  o n  t o  s a y ,  h o w e v e r ,

I f  o n e  b e l i e v e s  t h a t  r e d e v e l o p m e n t  o f  a n y  a r e a  o f  t h e  C i t y

i s  i n  t h e  l o n g  r a n g e  b e s t  i n t e r e s t  o f  a l l  g o v e r n m e - t a I  u n i t s ,

t h e n  c h e  T a x  I n c r e m e n t  P r o g r a m  i s  a  v e h i c l e  t h r o u g h  w h i c h  a l l  

g o v e r n m e n t a l  u n i t s  c a n  p a r t i c i p a t e .  1 0 /

I n t e r g o v e r n m e n t a l  C o o p e r a t i o n :  A  M u t u a l  " B u y i n g  I n "  t o  t h e  C o n c e p t

A g r e e m e n t  a m o n g  a l l  a f f  . c t e d  t a x i n g  j u r i s d i c t i o n s  i s  c r u c i a l  

f o r  t h e  s u c c e s s  o f  T I F ,  n o t  o n l y  f i n a n c i a l l y ,  b u t  i n  t e r m s  o f  t a x p a y e r  

s u p p o r t  a n d  u n d e r s t a n d i n g .  I f  i t  i s  a b s o l u t e l y  i m p o s s i b l e  f o r  a l l  

t a x i n g  d i s t r i c t s  t o  g i v e  u p  t h e i r  f u l l  i n c r e m e n t ,  s o m e  s t a t e s  h a v e  

w r i t t e n  i n t o  t h e i r  l e g i s l a t i o n  t h a t  a  o n e - t i m e  p a y m e n t ,  o r  a  p e r c e n t a g e  

o f  e a c h  y e a r ' s  i n c r e m e n t ,  b e  p a i d  e a c h  t a x i n g  a u t h o r i t y  a f f e c t e d  b y  t h e  

T I F  d i s t r i c t .  I n  t h i s  w a y ,  c o o p e r a t i o n  h a s  b e e n  m o r e  e a s i l y  g a i n e d .

I n  a d d i t i o n  t o  t h e  o b v i o u s  i n c r e a s e s  i n  a s s e s s e d  p r o p e r t y  v a l u a ­

t i o n s ,  r e d e v e l o p m e n t  p r o j e c t s  s h o u l d  a l s o  i n c r e a s e  r e v e n u e s  f r o m  s a l e s  

t a x e s ,  b u s i n e s s  l i c e n s e s ,  a n d  o t h e r  r e v e n u e  s o u r c e s  t h a t  r e f l e c t  r e s t o r e d  

e c o n o m i c  v i t a l i t y  i n  a n  a r e a .  1 1 /  A l t h o u g h  i n  s o m e  s t a t e s  t h e s e  a d d i ­

t i o n a l  s o u r c e s  o f  r e v e n u e  a l s o  r e v e r t  t o  t h e  T I F  p o o l ,  i n  m o s t  t h e y  d o  

n o t .  T h e y  a r e  u s u a l l y  c o n s i d e r e d  i m m e d i a t e  g a i n s  f o r  t h e  l o c a l  g o v e r n m e n t  

j u r i s d i c t i o n s  w i t h i n  w h o s e  b o u n d a r i e s  t h e  T I F  d i s t r i c t s  l i e .

10
F e a t ,  M a r w i c k ,  M i t c h e l l  & C o . ,  r e p o r t  t o  A l b u q u e r q u e  C e n t e r ,  I n c . ,  

D e c e m b e r  l n 3 0 .

11
H u d d l e s t o n ,  J a c k  R . ,  " A  C o m p a r i s o n  o f  S t a t e  T a x  I n c r e m e n t  F i n a n c i n g  

L a w s , "  S t a t e  G o v e r n m e n t , v o l .  5 5 ,  n o .  1 ,  1 9 8 2 .
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A s i d e  f r o m  g a i n s  i n  r e v e n u e ,  a  c o m m u n i t y  s t a n d s  t o  b e n e f i t  f r o m  

^ c r e a s i n g  t h e  c r i m e  a n d  h e a l t h  r i s k s  c o m m o n l y  a s s o c i a t e d  w i t h  b l i g h t e d  

a r e a s .

R i c h a r d  M i t c h e l l ,  i n  t h e  J o u r n a l  o f  H o u s i n g ,  s t a t e s ,

A n o t h e r . . . w a y  t o  l o o k  a t  t h e  u s e  o f  t a x  i n c r e m e n t  a n d  

t h e  p o s s i b l e  i n f e r e n c e  t h a t  i t  r e p r e s e n t s  a  f o r m  o f  

s u b s i d y  i s  t o  r e c o g n i z e  t h a t  i f  g o v e r n m e n t  d o e s  n o t  

u t i l i z e  t h e  p o w e r s  a n d  s k i l l s  i t  h a s  a t  i t s  d i s p o s a l  

t o  a r r e s t  a n d  r e v e r s e  t h e  s p r e a d  o f  b l i g h t  a n d  

d e t e r i o r a t i o n ,  i t  i s ,  b y  l a c k  o f  a c t ,  a d d i n g  o n t o  

e v e r y  t a x  b i l l  a  c h a r g e  f o r  t h i s  n e g l e c t ,  w h i c h  i s  

t h e  p r o d u c t  o f  d e c r e a s e d  v a l u a t i o n  a n d  d e m a n d  f o r  

i n c r e a s e d  g o v e r n m e n t a l  f i r e ,  p o l i c e ,  h e a l t h ,  a n d  

w e l f a r e  s e r v i c e s .  1 2 /

E v a l u a t i o n

U n f o r t u n a t e l y ,  t h o r o u g h  e v a l u a t i o n s  o f  T I F  p r o g r a m s  h & ’*?> b e e n  r a r e .

A  N o r t h  D a k o t a  o f f i c i a l  s a i d  t h a t  T I F  i s  " v e r y  p e r m i s s i v e  l e g i s l a t i o n  

a n d  p e r h a p s ,  t h e r e f o r e ,  v e r y  p e r m l s s i v e l y  a d m i n i s t e r e d  w i t h o u t  e v a l u a t i o n  

o r  d e f i n i t i o n  o f  i m p a c t . "  1 3 /  T h e  e v a l u a t i o n  p r o c e s s  i s  o n e  w h e r e  t h e  

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

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

s p o n s o r i n g  t h i r d - p a r t y  e v a l u a t i o n s .  I m p a c t  i s  m e a s u r e d  t h r o u g h  c o s t -  

b e n e f i t  a n a l y s i s  i n  O h i o  i f  a  c o m m u n i t y  g o e s  t o  t h e  s t a t e  f o r  t e c h n i c a l  

a s s i s t a n c e .  T h e  A r k a n s a s  l e g i s l a t u r e  r e q u i r e s  t h a t  t h e  A r k a n s a s  P u b l i c  

S e r v i c e  C o m m i s s i o n  p r e s e n t  a n  i m p a c t  r e p o r t  a t  t h e  b e g i n n i n g  o f  e a c h  

b i e n n i u m .  P r i v a t e  t h i r d - p a r t y  e v a l u a t i o n s  h a v e  b e e n  c o m p l e t e d  i n  

C a l i f o r n i a ,  C o l o r a d o ,  I o w a ,  N e w  M e x i c o ,  a n d  M o n t a n a .

T h e  S t a t e  R o l e

I n  a d d i t i o n  t o  g r a n t i n g  a u t h o r i t y  t o  u s e  t a x  i n c r e m e n t  f i n a n c i n g  

s t a t e s  c a n  p l a y  s o m e  o t h e r  b a s i c  s u p p o r t  r o l e s  i n  p r o m o t i n g  s u c c e s s ­

f u l  t a x  i n c r e m e n t  f i n a n c i n g  b y  l o c a l  g o v e r n m e n t s .

12
M i t c h e l l ,  p .  1 2 6

S t a f f  i n t e r v i e w ,  N o r t h  D a k o t a  D e p a r t m e n t  o f  B u s i n e s s  a n d  E c o n o m i c  

D e v e l o p m e n t ,  J u n e  1 9 8 3 .
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S o m e  s t a t e s  l o a n  o r  g r a n t  u p - f r o n t  m o n e v  t o  I n i t i a t e  f i n a n c i n g  

a n d  r e d e v e l o p m e n t  a n d  t o  a v o i d  t h e  l o s s  f r o m  l a n d  b a n k i n g ,  o r  

t h e  " d e a d  p e r i o d , "  d i s c u s s e d  e a r l i e r .  C o m m u n i t i e s  r e p a y  t h e  s t a t e

a s  p a r t  o f  t h e i r  o v e r a l l  p l a n .  F o r  i n s t a n c e ,  t h e  S t a t e  o f  U t a h  m a y

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

i n .  U t a h  a l s o  m a y  p a r t i c i p a t e  i n  a  t a x  i n c r e m e n t  d i s t r i c t  t h r o u g h  

l e g i s l a t i v e  a p p r o p r i a t i o n s  i f  t h e  s t a t e  w a n t s  a  b u i l d i n g  i n  t h e  

r e d e v e l o p m e n t  a r e a .  A c c o r d i n g  t o  a n  i n t e r v i e w e e ,  t h i s  s t a t e  p a r t i c i ­

p a t i o n  h a s  b e e n  c r u c i a l  i n  o n e  o r  t w o  c a s e s .

C o l o r a d o  a l l o w s  s e v e r e n c e  t a x  m o n e y  t o  b e  a d d e d  t o  t h e  i n c r e m e n t  

r e s e r v e  f u n d  ( s e t  b y  l a w  a t  15% o f  t h e  a n n u a l  t o t a l  o f  r e s e r v e s )  t o  e n a b l e  

e l i g i b l e  c i t i e s  t o  g e t  b e t t e r  b o n d  r a t i n g s .  C o l o r a d o  a l s o  w i l l  c a p i t a l i z e  

t h e  f u n d  a t  t h e  s t a r t  t h r o u g h  g r a n t s  t o  i t s  c i t i e s .  U n l i k e  l o a n s ,  t h e  

s t a t e  d o e s  n o t  r e q u i r e  r e p a y m e n t  o f  t h e  g r a n t s  a s  l o n g  a s  a n y  b a l a n c e  o f

f u n d s  f r o m  t h e  r e s e r v e  i s  u s e d  f o r  o t h e r  e c o n o m i c  d e v e l o p m e n t  p r o j e c t s

a f t e r  t h e  t a x  i n c r e m e n t  d i s t r i c t  d e v e l o p m e n t  i s  c o m p l e t e .

I n  s o m e  s t a t e s ,  e v a l u a t i o n s  a r e  d o n e  b y  s t a t e  p e r s o n n e l  o r  a r e

s t a t e  f i n a n c e d .  F i n a l l y ,  s o m e  s t a t e s ,  l i k e  I l l i n o i s ,  c o m p i l e  a n d  s h a r e  

c o m p a r a t i v e  i n f o r m a t i o n  a b o u t  p r o g r a m s .

1 9 8 3  D A T A

A n a l y s i s  o f  1 9 8 3  t a x  i n c r e m e n t  d a t a  r e v e a l s  a  c o n t i n u i n g  i n t e r e s t  

i n  t h i s  r e d e v e l o p m e n t  f i n a n c i n g  t o o l .  T w e n t y - n i n e  s t a t e s  c u r r e n t l y  

a u t h o r i z e  i t s  u s e  a n d  w a s  a c t i v e l y  c o n s i d e r e d  i n  s e v e r a l  s t a t e  l e g i s l a ­

t u r e s  d u r i n g  t h e i r  1 9 8 3  s e s s i o n s .  M u c h  l e g i s l a t i v e  a c t i v i t y  i n v o l v e d  

a m e n d i n g  c u r r e n t  T I F  l e g i s l a t i o n  t o  d e a l  w i t h  p r o b l e m s  e x p e r i e n c e d  i n  

i m p l e m e n t a t i o n  ( T e x a s ,  F l o r i d a ,  I n d i a n a ,  M a r y l a n d ,  N e v a d a ,  a n d  U t a h ) .

T w o  s t a t e s  t r i e d  a g a i n  t o  p a s s  T I F  l e g i s l a t i o n ,  b u t  f a i l e d  ( M a s s a c h u s e t t s  

a n d  W a s h i n g t o n ) ,  a n d  f i r s t - t i m e  l e g i s l a t i o n  w a s  d e f e a t e d  i n  G e o r g i a  a n d  

N o r t h  C a r o l i n a .

A s  T a b l e  1 i l l u s t r a t e s ,  t h e  m o s t  a c t i v e  s t a t e s  a r e  f o u n d  i n  t h e  

P l a i n s  a n d  G r e a t  L a k e s  r e g i o n s ,  a l l  a u t h o r i z i n g  t h e  u s e  o f  T I F .  T h e  

F a r  W e s t  f o l l o w s  w i t h  f o u r  o u t  o f  s i x  s t a t e s  u s i n g  T I F ,  a n d  l e g i s l a t i v e  

a c t i v i t y  d u r i n g  a  f i f t h ,  O n l y  H a w a i i ,  a  s t a t e  t h a t  a l l o w s  l i t t l e  

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

i t s e l f ,  h a d  n o  T I F  a c t i v i t y  i n  t h e  F a r  W e s t  i n  1 9 8 3 .

I n  t h e  R o c k y  M o u n t a i n  r e g i o n ,  t h r e e  o u t  o f  f i v e  s t a t e s  a u t h o r i z e  

T I F .  T h e  S o u t h w e s t  a n d  N e w  E n g l a n d  h a v e  a  5 0  p e r c e n t  a u t h o r i z a t i o n  

r a t e .  T h e  S o u t h e a s t  l a g s  w i t h  o n l y  f o u r  o u t  o f  t w e l v e  s t a t e s  a u t h o r i z ­

i n g  T I F .  A t t e m p t s  t o  p a s s  l e g i s l a t i o n  w e r e  m a d e  i n  t w o  a d d i t i o n a l
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TABLE 1

ENHANCING LOCAL SELF-HELP CAPABILITIES 
AUTHORITY TO USE TAX INCREMENT FINANCING

S ta t e
and

Region

A u th o r i z in g  S t a t e s  
(by y e a r )

1980 1981 1982 1983

Nuaber o f  S t a t e s  
a u t h o r i r i n g  

o u t  o f  
T o ta l  i n  ReRion

New England 
C o n n e c t i c u t X X X X

4/6

Maine X X X X
M aaaachu ae t ts - - - **
New Hampshire X X X X
Rhode I s l a n d - - - -
Vermont - - - -

Mldeaa t 
Delaware

1/5

Maryland X X X xS
New J e r s e y - - - *
New York - - - +
P e n n sy lv a n ia - - - -

G re a t  Lakes 
I l l i n o i s X X X X

5/5

In d ia n a X X X xS
M ichigan - X X X
Ohio X X X X
W isconsin X X X X

P la i n s
Iowa X X X X

7/7

Kansas X X X X
M inneso ta X X X X
M isso u r i - - - X
Nebraska X X X X
N orth  Dakota X X X X
S outh  Dakota X X X x5

S o u th e a s t
Alabama

4 /1 2

A rkansas - X X X*
F l o r i d a X X X X
G eorg ia - - - *
Kentucky - - - -
L o u is ia n a - - - -
M i s s i s s i p p i - - - -
N orth  C a r o l i n a - - - *
South  C a r o l i n a - X X xS
T ennessee X X X X
V i r g i n i a - - - - -
Wase V i r g i n i a - - - -

S ou thw est
A r izon a . . 2 /4

New Mexico X X X X
Oklahoma - - - -
Texas - X X X

Rocky Mountain 
C olorado _ X X X

3/5

Idaho - - - -
Montana X X X X
Utah X X X X
Wyoming - - - -

F a r  West 
C a l i f o r n i a X X X X

4 /6

Nevada X X X X
Oregon X X X X
Waahlngton - - - *

-  - A laska X X X x l f
Hawaii - - - -

T o ta l 2 i 28 28 2§++ - *
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T a b l e  1 L e g e n d

*  L e g i s l a t i o n  i n t r o d u c e d ,  1 9 8 3  

* *  L e g i s l a t i o n  r e i n t r o d u c e d ,  1 9 8 3  

§ H a s  n o t  b e e n  i m p l e m e n t e d .

M a r y l a n d :  d i f f i c u l t i e s  i n  c o n j u n c t i o n  w i t h  a  t r i e n n i a l  a s s e s s m e n t  l a w .

I n d i a n a :  u n m a r k e t a b l e  b e c a u s e  o f  p o o r  e c o n o m i c  c o n d i t i o n s  i n  t h e  s t a t e

a n d  c o n f u s i o n  r e m a i n s  o v e r  s p e c i f i c s  o f  t h e  p r o g r a m .

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

f i r m  d e v e l o p e d  a  m a l l  o u t s i d e  t h e  d i s t r i c t  b e f o r e  t h e  d o w n ­

t o w n  p r o j e c t  c o u l d  g e t  s t a r t e d ;  d o w n t o w n  p l a n s  w e r e  d r o p p e d .  

A r k a n s a s :  a w a i t i n g  c o u r t  t e s t  o f  c o n s t i t u t i o n a l i t y .

S . C a r o l i n a :  a w a i t i n g  c o u r t  t e s t  o f  c o n s t i t u t i o n a l i t y .

§ §  U n a b l e  t o  c o n f i r m .

+  V o t e r s  a p p r o v e d  a  s t a t e v ' i d e  r e f e r e n d u m  i n  N o v e m b e r  1 9 8 3  t o  a l l o w  

T I P  i n  N e w  Y o r k  S t a t e .

+ +  P l u s  a c t i v e  c o n s i d e r a t i o n  o f  f i r s t - t i m e  l e g i s l a t i o n  i n  f o u r  s t a t e s ,  

a n d  r e - s u b m i t t e d  l e g i s l a t i o n  i n  o n e .

S o u r c e :  A C I R  s t a f f  c o m p i l a t i o n
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S o u t h e a s t e r n  a t a t e s  i n  1 9 8 3 ,  a n d  t h i s  r e g i o n  n a y  e x p e r i e n c e  g r e a t e r

a c t i v i t y  a a  e c o n o m i c  g r o w t h  c o n t i n u e s  i n  t h a t  p a r t  o': ‘• h e  c o u n t r y .

A c c o r d i n g  t o  a u t h o r i t i e s  i n  b o t h  G e o r g i a  a n d  N o r t h  C a r o l i n a ,

s t a n d s  a  g o o d  c h a n c e  o f  p a s s i n g  i n  t h e  f u t u r e .  G e o r g i a ' *  b : i ’  r-v»«< J - c ; n

d u e  t o  a  t e c h n i c a l  e r r o r  i n  t h e  . l a n g u a g e ,  a n d  N o r t h  C a r o , 1. ’ s  o v e r  v o t e

i n a b i l i t y  t o  u n d e r s t a n d  h o w  ' " I F  w o r k s  - -  p r o b a t a ’ ;• d u e  t o  w o r  d i n g

- h e  r e f e r e n d u m  t h a t  w e n t  b e f o r e  t h e  v o t e r s .

T h e  f i v e  M i u e a s t  s t a t e s  c o n t i n u e  t o  r e s i s t  t h e  t a v  '

I d e a  m o r e  t h a n  a o v  c t h e *  i - o g i o n ,  w i t h  o n l y  M a r y l a n d  t u t h n ' - ' . * ‘ g i t s  

s e .  E v e n  t h e r e  i m ’ . . e i t e n t a t i o o  I -? a  p r o b l e m  b e c a u s e  ■:<'• t r . i e n n f . a '

; . a x  a s r e s s m . 1 ' * ' .  l a w ,  m a k i n g  i t  a i f f i c u i t  t o  e s t i m a t e  «•.- d  u t 3 * h< -  ? r : v * a 1 

l c r e m e n t s .  T h e  t a x  i n c r e m e n t  o r o c e s s  c a n n o t  a f f o r d  a  t h r e e - y e a r  J a g .  

i k e  a  o n e - t i r e  ' ' d e a d "  p e r i o d  c h a t  e n d s  o n c e  c l e a n i n g  -  ’  : ••  n s ‘. - n e t 1 o n  

b e g i n s ,  a s s e s s i n g  o n l y  o n c e  e v e r y  t h r e e  y e a r 9  i m p e d e -  ’ ’ . r i n g  e n d  d e e s  

• u t  a l l o w  F : r  t i . v e l y  c o l l e c t i o n  a n d  u s e  o =  ‘ ?.:c r e v e n u e s .  -v a w  I ' s e /

' s  t h e  o n l y  o t h e r  s t a t e  i r .  t h e  r e g i o n  i n  w h i r ' '  T I P  l e g i s l a t i o n  h a s  

!’ e e r  e ’ ' i p t e d  b y  t h e  - s t a t e  l e g i s l a t u r e ,  b u t  w a s  w . : •■ed. b y  t h e  G o v e r n o r  

•>nJ i s  n o w  c o n s i d e r e d  a  " d e a d  i s s u e . "

R e c a u s e  i n t e r e s t  i s  h i g h ,  b o t h  i n  s t a t e s  n o w  u s i n g  i t  a n d  i n  

o t h e r s  c o n t e m p l a t i n g  i t ,  A C I R  h a s  d e v e l o p e d  d r a f t  l u g i s l a t 1 • c  t h a t  

( t i e m n t s  t o  c o m p i l e  t h e  s t r o n g e s t  o o l n t s  f r o m  v a r i o u s  s t a t e  s t a t u t e s .

■V b r e a k d o w n  o f  9 t a t e  T I . F  e n a b l i n g  s t a t u t e s  c a n  b e  f o u n d  l e t  t h e  A p p e n d i x .

T c  t h o s e  s t a t e s  t h a t  u s e  T I F ,  a u p p o r t  r u n s  f a i r l y  h i g h  f r o m  m o - t  

s e c t o r s ,  a n d  e x a m p l e s  a b o u n d  o f  b e n e f i t s  g a i n e d  f r o m  i t s  u s e .  ’ - s e s  

a r y ,  i n c l u d i n g  d o w n t o w n  r e d e v e l o p m e n t  ( e i t h e r  f o r  l o c a l  c o m m e r c i a l  

b e n e f i t ,  t o  p r o m o t e  t o u r i s m ,  o r  i n  s o m e  c a s e s ,  a f t e r  a  d i s a s t e r ) ,  

i n d u s t r i a l ,  d e v e l o p m e n t ,  r . a d  h o u s i n g .  S o m e  e x a m p l e s  f r o m  1 9 ‘1 3  i n t e r v i e w s  

f o l l o w :

D O W N T O W N  C O M M E R C I A L  D E V E L O P M E N T  - -  F O R  R E S I D E N T S  O R  T O U R I S T S

S P A R K S ,  N E V A D A  r e v i t a l i z e d  i t s  d o w n t o w n  f o r  r e s i d e n t s ,  a s  

w e l l  a s  p r o m o t e d  t o u r i s m ,  b y  e m p h a s i z i n g  i t s  R A I L R O A D  H E R I T A G E  

a s  a n  a d d e d  e n t i c e m e n t  t o  v i s i t  t h e  c a s i n o s  t h e r e .  T H E  T O W N  

C E N T E R  P R O J E C T  i n c l u d e s  t h e  L i l l a r d  T r a i n  D e p o t  P a r k ,  t h e  o l d  

d e p o t ,  r a i l r o a d  e q u i p m e n t ,  a n d  a  r a i l r o a d  m u s e u m .  T h e  d e v e l o p -  

! m e n t  a l s o  i n c l u d e d  c o n s t r u c t i n g  m a n y  m o d e r a t e  i n c o m e  m u l t l -

i u n i t  h o u s i n g  s t r u c t u r e s ,  h o p i n g  t o  a c h i e v e  " a n  a t t r a c t i v e

! l i v i n g  a r e a  f o r  d o w n t o w n  e m p l o y e e s  w h o  c a n  w a l k  t o  w o r k  i f  t h f * y

I d e s i r e . "  1 4 /

14
Nevada S ta te  J o u r n a l, 20 November 1977.
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( C o n t i n u a t i o n )

! "!
N A S H V I L L E ,  T E N N E S S E E ' S  6 . 5  a c r e  R I V E R F R O N T  P A R K ,  ' . o c a c e d  o n  t h e  !

C u m b e r l a n d  R i v e r  s i t e  o f  t h e  o r i g i n a l  F o r t  N a s h b o r o u g h ,  i s  a  j

c o m } - i n a t i o n  o t  c o m m e r c i a l  a n d  a e s t h e t i c  r e d e v e l o p m e n t  o f  .v' .d 

w a r e h o u s i n g  a r e a ,  a s  w e l l  a s  h i s t o r i c  p r e s e r v a t i o n  o f  a n  e r a .  

T w e n t y - t h r e e  p r i v a t e  b u s i n e s s e s  p a r t i c i p a t e d  i n  rV, e  V a s ' n . v r  ’ l e  

r e d e v e l o p m e n t  p l a n .  n n e  r e s i d e n t  s a i d ,  a t  * g r a y  o p e n i n g  i n  

J u l y  1 9 8 3 ,  " T h i s  I s  w h e t e  t h e  c i t y  o f  N ' e s l  / M ' e  ' w v - n ,  a n d

w e ' v e  s o r t  o f  c o m e  f u l l  c i r c l e  b a c k  t o  t h e  V n k s  : t h e  ,

r i v e t . "  1 5 /
» I

C O N C O R D ,  N E W  H A M P S H I R E ' S E A G L E  S Q U A R E  i s  a  f o u r - M o c k  > r e a  

I t h a t  w a s  d e v e l o p e d  p r i m a r i l y  w i t h  f e d e r a l  a n d  p r i v a t e  m o n ° v ,

i w i t h  t h e  c i t y  u s i n g  T I P  t o  f i l l  I n  t h e  g a o s .  T h e  c i t y  c o n t r i ­

b u t i o n s  I n c l u d e d  3 t r e e t s ,  s i d e w a l k s ,  s e v e r s . n n . d  r - n - k l n g  

f a c i l i t i e s .

, A K R O N ,  O H I O  m a k e s  u s e  o f  T I F ' s  l o n g - t e r m  b e n e f i t s  m d e r  ^ h ' . o

' l a w  t h t o u g h  g r e a t l y  i n c r e a s e d  t a x  i n c o m e  a s  a  r e s u l t  o f

; C E N T R E  P L A Z A ,  a  s i x - a c r e  d o w n t o w n  " s u p e r b l o c k . "* * I
I j

P O R T L A N D ,  O R E G O N ,  t h r o u g h  t h e  t r a d i t i o n a l  u r b a n  r e n e w a l  

a c t i v i t i e s  o f  l a n d  a c q u i s i t i o n ,  r e l o c a t i o n ,  a n d  c l e a r a n c e ,  

r e b u i l t  i t s  d o w n t c w n  i n t o  a  m a j o r  c o m m e r c i a l  c e n t * * - .  r o - t l a n d  

i w a s  a b l e  t o  r e t i r e  t h e  b o n d s  e a r l y  b e c a u s e  t h e  p r o j e c t  w a s  !i •
! s o  v e i l  p l a n n e d .

j t

S A L T  L A K E  C I T Y ,  U T A H  r e b u i l t  i t s  n o r t h - c e n t r a l  b u s i n e s s  c o r e  j

w i t h  a l m o s t  a l l  n e w  s t r u c t u r e s ,  h o t e l s ,  a n d  s o m e  h o u s i n g .

A  l o c a l  a d m i n i s t r a t o r  s a i d  t h a t  T I F  w a s  t h e  " d r i v i n g  f o r c e  '

b e h i n d  S a i t  L a k e  C i t y ' s  d o w n t o w n  b e a u t i f i c a t i o n  d r i v e . "  T n  !

a d d i t i o n ,  S a l t  L a k e ' s  " G a t e w a y  P r o j e c t , "  a  s u c c e s s f u l  e f f o r t  

t o  b e a u t i f y  t h e  m a j o r  e n t r a n c e  t o  t h e  c i t y ,  w a s  f i n a n c e d  .

t h r o u g h  T I F .

1 5

The Tennessean ( N a s h v i l le ) ,  11 J u ly  1983, p. 12.
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! D I S T R E S S  F R O M  A  N A T U R A L  D I S A S T E R

X E N I A ,  O H I O  w a s  a b l e  c o  r e b u i l d  a  m a j o r  o o r t i o n  o f  i t s  d o w n r . ? w n  

a r e a  a f t e r  o n e  o f  t h e  c o u n t r y ' s  w o r s t  t o r n a d o  d i s a s t e ’- u .  " F ' i ' A  

T O W N E  S Q U A R E ,  a  q 9 , 0 0 0  s q u a r e - f o o t  s h o p p i n g  c e n t e r  s i t u a t e d  

t h e  h e a r t  o f  t h e  d o w n t o w n  a r e a ,  w i l l  a c c o m m o d a t e  ’ 5 r e t a i l  an<r: 

s e r v i c e  s t o r e s ,  a n d  l o c a l  o f f i c i a l s  h o p e  i t  w i l !  r e e s t a b l i s h  

d o w n t o w n  X e n i a  a s  t h e  c o m m e r c i a l  c e n t e r  f o r  t h e  s u r r o u n d i n g  m a r K . e C  

a r e a .  T h e  p l a n  c a l l e d  f o r  t h e  c i t y  t o  c l e a r ,  a s s e m b l e ,  a n d  o r e p a r e -  

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

T h e  O f f i c e  o f  L o c a l  G o v e r n m e n t  S e r v i c e s  I n  t h e  O h i o  D e p a r t m e n t  o f  

E c o n o m i c  a n d  C o m m u n i t y  D e v e l o p m e n t  r e c e i v e d  a n  a w a r d  f o r  t h e  s t a c e  

a s s i s t a n c e  w h i c h  h e l p e d  m a k e  t h e  p r o j e c t  a  r e a l i t y .  1 6 /

C A N T O N ,  I L L I N O I S ,  t h e  f i r s t  t a x  i n c r e m e n t  p r o j e c t  i n  t h a t  s t a t e ,

I a l s o  s t a r t e d  b e c a u s e  a  t o r n a d o  h a d  d e v a s t a t e d  m u c h  o f  t h e  d o w n t o w n  

a r e a .  A  p u b l i c / p r i v a t e  e f f o r t  b e t w e e n  F u l t o n  S q u a r e  D e v e l o p m e n t  

C o r p o r a t i o n  a n d  t h e  C i t y  o f  C a n t o n ,  t h e  d o w n t o w n  r e d e v e l o p m e n t  

p r o j e c t  i n c l u d e s  t w o  l a r g e  c o m m e r c i a l  b u i l d i n g s ,  s e v e r a l  s m a 1..!. 

r e t a i l  s t o r e s ,  s t r e e t  i m p r o v e m e n t s ,  a n d  p u b l i c  p a r k i n g .

1 6

T h e  O h i o  D e v e l o p e r  ( W i n t e r  1 9 8 0 ) ,  p .  4 6 .
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I N D U S T R I A L  D E V E L O P M E N T

C O K A T O ,  M I N N E S O T A  u s e d  T I F  a s  p a r t  i t s  c f  i n d u s t r i a l  dev/e ! o p w n t  

p l a n s .  T h e  o b j e c t i v e s  o f  t h e  p l a n  i n c l u d e d  w h a t  m o s t  a r e a s  d e s i r e :  

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

a d e q u a t e l y  s e r v i c e d  i n d u s t r i a l  a n d  c o m m e r c i a l  s i t e s  t o  a c c o m m o d a t e  

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

p r o j e c t  a  f a v o r a b l e  i m a g e  f o r  t h e  c i t y . 1 7 /

G A H A N N A ,  O H I O  u s e d  T I F  t o  p a y  f o r  i m p r o v e m e n t s  t o  a n  « R - a c r e  s n r - ,  

i n c l u d i n g  l a n e  a c q u i s i t i o n  a n d  i n s t a l l a t i o n  o f  w a t e r ,  s e w e r s ,  a n d  r o a d ­

w a y s  t o  s e r v i c e  t h e  p l a n t s .  A  n e w s p a p e r  s t o r y  o n  t h e  d e v e l o p m e n t  

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

t h r o u g h  l o c a l  i n c o m e  t 3 x e s  p a i d  b y  c o n s t r u c t i o n  w o r k e r s  w h o  b u i l d  t h e  

p l a n t s  a n d  l a t e r  b y  p l a n t  e m p l o y e e s .  M o n e y  g e n e r a t e d  t h r o u g h  n e w  

i n d u s t r y  a i s o  h a s  a  " m u l t i p l i e r  e f f e c t "  o n  t h e  e c o n o m y  o f  t h e  c i t y :

“ F o r  e v e r y  d o l l a r  i n  p a y r o l l ,  a n  a d d i t i o n a l  S 3 . 5 0  s h o u l d  b e  g e n e r a t e d  

f o r  l o c a l  b u s i n e s s . "  1 8 /  T h e  i n d u s t r i a l  p u s h  w a s  a l s o  t o u t e d  a s  " a  

b o o s t  f o r  l o c a l  l e n d i n g  i n s t i t u t i o n s  a s  O h i o  l a w  p e r m i t s  a  g r o u p  o f  

b a n k s  a n d  s a v i n g s  a n d  l o a n s  t o  j o i n  t o g e t h e r  t o  r e d u c e  t h e  l e n d i n g  r i s k  

i n  i n d u s t r i a l  r e d e v e l o p m e n t  a r e a s . "  1 9 /

P O N T I A C ,  M I C H I G A N  u s e d  T I F  t o  f i n a n c e  u r b a n  l a n d  a s s e m b l y  l o a n ,  u s i n g  

U D A G  a n d  o t h e r  p u b l i c  m o n e y  t o  s e t  u p  i n d u s t r i a l  d e v e l o p m e n t  w i t h i n  

t h e  c i t y .  G R A N D  R A P I D S ,  M I C H I G A N  u s e d  T I F  t o  c o v e r  t h e  p u b l i c  c o s t s  

o f  r e d e v e l o p i n g  e x i s t i n g  i n d u s t r i a l  p r o p e r t i e s .

'17
C i t y  o f  C o k a t o ,  M n . ,  " D e v e l o p m e n t  D i s t r i c t  P r o g r a m / T a x  I n c r e m e n t  

F i n a n c e  P l a n , "  J u n e  1 9 8 1 .

1 8

W a i t e r  T r i m b l e ,  G a h a n n a  D i s p a t c h  ( O h i o ) ,  A p r i l  1 9 7 8 .

I b i d .

19
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H O U S I N G

DODGE O 'N T l . P , M INNESOTA o f f L c i a l s  f o u n d  t h a t  ' .he  " c o m m u n i t y ' s  
g r o w t h  a n d  i n d u s t r i a l  e x p a n s i o n  h a s  d i r e c t L y  a f f e c t e d  t h e  a  va  i ! a n i  1 1 r-. 
a n d  a d e q u a c y  o f  d w e L i i n g  u n i t s  w i t h i n  t h e  c i t y .  l . o v  an t i m o d e r a t e  
i n c o m e  f a m i l i e s  h a v e  b e e n  e s p e c i a l l y  a f f e c t e d . . . . "  i d m i r i s t r a t o r s ,

; t h e r e f o r e ,  u n d e r t o o k  a n  e x p a n s i o n  o f  l o w  a n d  m o d e r a t e  i ; u  om«- r e n t a l
j h o u s i n g  a n d  s l i d  t h a t  t h e  p r o j e c t ,  " b e c a u s e  o f  i t s  u n i q u e  n a t u r e

a n d  ■ p e c ia l  t e u e r a l  r e g u l a t i o n s ,  w o u l d  n o t  b e  f e a s i b l e  w i t h o u t  
sub - -  -  -m r  ' a  i l o c a l  f i n a n c i a l  a s s i s t a n c e . ’ T a x  i n c r e  »r ' i n a n e  i n r  
a l l o w e d  s u c h  f i n a n c i a l  a s s i s t a n c e .  2 0 /

f f l N ' " ' . '  - T O N

T a x  i n c r e m e n t  f i n a n c i n g  i s  n o t  < . a n s w e r  t o  d i s t r e s s  by  i t s e l f ,  
t u t  i t  r a n  h e  a v a l u a b l e  p a r t  o f  a  l a :  _ e r  p a c k a g e .  W i t h  p r o p e r  p r e c a u ­
t i o n s ,  i t  c a n  e n h a n c e  t h e  a b i l i t y  o f  a  l o c a l  g o v e r n m e n t  t o  c o n t r o l  i t s  
■jwn r e d e v e L o p m e n t  n e e d s .  T I F  h a s  p r o v e d  t o  h e  a  u s e f u l ,  a n d  s o m e t im e s  
c r u c i a l ,  t o o l  f o r  l o c a l  g o v e r n m e n t s  i n  t h o s e  s t a t e s  w h e r e  i t  i s  a u t h o r i z e d .

( " T h i s  B u l l e t i n  w a s  p r e p a r e d  b y  S u s a n  S z a n i s z l o ,  A C IR  F e l l o w )

O od g e  C e n t e r ,  M n . ,  ”  D o d g e  C e n t e r  H o u s i n g  D e v e l o p m e n t  a n d  T a x  I n c r e m e n t  
F i n a n c e  F l a n , ”  1 9 7 9 .

20
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A r k a n s a s

■.\! 1 f o r n i a

f V . n c e c c l  c u t  

C o  I o r a d o  

' -<a 

. ' *  u o i s  

I n d i a n a  

I o w a

K a n s a s

M a r y l a n d

M a i n e

M i c h i g a n

M i n n e s o t a

STATE

A P P E N D I X

S T A T E S  A U T H O R I Z I N G  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

E N A B L I N G  S T A T U T E  Y h A .t

A r k a n s a s  C o m m u n i t y  R e d e v e l o p m e n t  F i n a n c i n g  A c t  • ' :

1 7 :  6 . 1  -  6 . 7

C o r n m u n i t y  R e d e v e l o p m e n t  L a w  i 9 5

H e a L t h  a n d  S a f e t y  C o d e ,  S e c t .  31100 
D i v . ,  2 4 ,  p a r t s  1 ,  1 . 5 ,  1 . 7

C h a p t e r  1 3 2  o f  t h e  C o n n e c t i c u t  G e n e r a l  S t a t u t e s  1 9 6 7

S e c t i o n s  8 - 1 3 4 a ;  8 - 1 9 2 a

U r b a n  R e n e w a l  L a w ;  3 1 - 2 5 - 1 0 7  1 9 7 7

3 1 - 2 5 - 8 0 9 ,  D o w n t o w n  R e v i t a l i z a t i o n  1 9 8 1

C o m m u n i t y  R e d e v e l o p m e n t  A c t  o f  1 9 6 9  1 9 6 9

F l o r i d a  S t a t u t e s  1 6 3 . 3 3 0  -  . 4 5 0

R e a l  P r o p e r t y  T a x  I n c r e m e n t  A l l o c a t i o n  A c t  1 9 7 h

C h a p .  2 4 ,  P a r t  1 1 :  7 4 . 4 - 1  —  4 . 1 1

T a x  I n c r e m e n t  F i n a n c i n g  1 9 7 S

3 6  -  7 . 1 4 3 9

U r b a n  R e n e w a l  L a w  i 9 5 /

S t .  C o d e  4 0 3 . 1 9

T a x  I n c r e m e n t  F i n a n c i n g  l ° 6 9

R e d e v e l o p m e n t  o f  C e n t r a l  B u s i n e s s  D i s t r i c t  A r e a s  1 9 7 n
1 2 - 1 7 7 0

T a x  I n c r e m e n t  F i n a n c i n g  A c t  o f  1 9 8 0  1 9 8 0

A r t .  4 1 ,  S e c .  2 6 6 J J

M u n i c i p a l  D e v e l o p m e n t  D i s t r i c t s  1 9 7 7

T i t l e  3 0 ,  S e c .  4 8 6 1

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 z a t i o n  A c t  1 9 8 0

4 5 0  o f  M i c h i g a n  P u b l i c  A c t s  o f  1 9 8 0

M i n n e s o t a  T a x  I n c r e m e n t  F i n a n c e  A c t  I 9 6 0

M S  2 7 3 . 7 1  -  7 8
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M i s s o u r i

M o n t a n a

N e b r a s k a

N e w  H a m p s h i r e

N e w  M e x i c o

N e v a d a

O h i o

Oregon

S o u t h  C a r o l i n a  

S o u t h  D a k o t a  

T e n n e s s e e

T e x a s

U t a h

W i s c o n s i n

R e a l  P r o p e r t y  T a x  I n c r e m e n t  A l l o c a t i o n  

R e d e v e l o p m e n t  A c t  

C h a p .  9 9 . 8 0 0  -  . 8 6 5

T a x  I n c r e m e n t  ( o r  B l i g h t e d  A r e a )  F i n a n c i n g  

7 - 1 5 - 4 2 0 1

C o m m u n i t y  I m p r o v e m e n t  F i n a n c i n g  

( C o m m u n i t y  D e v e l o p m e n t  L a w )

S e c .  1 8 2 1 ^ 1  -  2 1 5 3

M u n i c i p a l  E c o n o m i c  D e v e l o p m e n t  a n d  

R e v i t a l i z a t i o n  D i s t r i c t s  

R C  1 6 2 - K

U r b a n  D e v e l o p m e n t  L a w  -  M e t r o p o l i t a n  

R e d e v e l o p m e n t  C o d e  

3 - 6 0 A :  1 - 4 8

C o m m u n i t y  R e d e v e l o p m e n t  L a w  

N R S  2 7 9 . 3 8 2

U r b a n  R e d e v e l o p m e n t  T a x  I n c r e m e n t  F i n a n c i n g  

O R C  5 7 0 9 . 4 1 - 4 3

T a x  I n c r e m e n t  F i n a n c i n g  o f  U r b a n  R e d e v e l o p m e n t

I n d e b t e d n e s s

0 R S  4 5 7 . 4 2 0 - . 4 6 0

T a x  I n c r e m e n t  F i n a n c i n g  f o r  R e d e v e l o p m e n t  P r o j e c t s  

3 1 - 8 - 1 0

T a x  I n c r e m e n t a l  D i s t r i c t s  

C h a p t e r  1 1 : 9 , 1  -  4 7

R e d e v e l o p m e n t  P l a n  C o n t a i n i n g  T a x  I n c r e m e n t  

F i n a n c i n g  P r o v i s i o n s  ( a m e n d m e n t  t o  A u t h o r i z a t i o n  

o f  H o u s i n g  R e d e v e l o p m e n t  A u t h o r i t y ,  1 9 4 5 )

T C A  1 3 - 2 0 - 2 0 5

T a x  I n c r e m e n t  F i n a n c i n g  A c t  o f  1 9 8 1

T e x a s  R e v i s e d  C i v i l  S t a t u t e s  A n n . ,  A r t .  1 0 6 6 e

N e i g h b o r h o o d  D e v e l o p m e n t  A c t  ( U t a h  D e v e l o p m e n t  L a w )  

U t a h  C o d e  A n n o t .  1 9 8 3 ;  1 1 - 1 9 - 1

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

W i s c o n s i n  S t a t u t e  6 6 . 4 6

1 9 7 7  

1 9 7 9

1 9 7 9

1 9 / 9

1 9 5 9

1 9 7 6

1 9 6 1

1 9 8 1

1 9 7 8

1 9 7 8

1 9 8 1
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1969



w t ? sALASKA STATE LEGISLATURE 0 ^
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

3 7 3 -CU RT  
376-5315 W o rk  
376-5855 H o m e  

465-2679 J u n e a u

All Committee Members
House Community and Regional Affairs

FROM: Curt Menard -
Representative

DATE: March 11, 1988

RE:____ HB434__________

HB434 would give local government across Alaska the ability to 
use tax increment financing (TIF) to develop 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 some portion of the 
incremental difference on taxes owed.

If for no other reason, HB434 is necessary to allow 
municipalities to take advantage of federal tax-exempt bonds for 
redevelopment in blighted areas.

The 1986 federal tax legislation, in Section 144 (c) (2), 
provides that a bond shall not be treated as a qualified (i.e., 
tax-exempt) redevelopment bond unless the bond, among other 
things, is issued pursuant to "a state law which authorizes the 
issuance of such bonds for redevelopment purposes in blighted 
areas."

HB434 includes and defines language mandated by federal law for 
tax-exempt redevelopment bonds.

HB434 is designed to enhance local governments' ability to 
support and maintain innovative financial alternatives necessary 
to meet their individual needs with maximum local control.

Twenty-nine states currently authorize the use of Tax Increment 
Financing and several more have pending legislation.
HB434 includes the language mandated by federal law for tax- 

| exempt redevelopment bonds.

TIF has been endorsed by the city of Palmer, the Mat-Su Joint 
Chambers of Commerce, the City of Seward, the Alaska Municipal 
league, the City of Hamer, the City of Kenai, the Mat-Su Planning 
Commission, the Alaska State Chamber of Commerce, and by Ron 
Garzini, the Municipal Manager of the City of Anchorage.
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H O U S E  C O M M I T T E E  R E P O R T

2 / 8 / 8 8  F U R T H E R  R E F E R R A L S :

V 2 ?

F i n a n c e

T h e
C o m m u n i t y  a n d  
R e g i o n a l  A f f a i r s

D A T E :  26 1988

C o m m i t t e e  h a s  c o n s i d e r e d  HB 439

" A n  A c t  r e l a t i n g  t o  e n t i t l e m e n t s  f o r  m u n i c i p a l i t i e s  a n d  u n i n c o r p o r a t e d  
c o m m u n i t i e s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

RECOMMENDS:
[ ] r e p l a c e  w i t h
[ ] a t t a c h e d  a m e n d m e n t ( s )

[ ] t h e  s a m e  t i t l e
[ ] a  n e w  t i t l e

t X d o  p a s s  
d o  n o t  p a s s  
n o  r e c o m m e n d a t i o n  
i n d i v i d u a l  r e c o m m e n d a t i o n s  
a d d i t i o n a l  r e f e r r a l  t o  t h e C o m m i t t e e

A D O P T S : [ ] l e t t e r  o f  i n t e n t

A TT A C H E S  NEW F I S C A L  N O T E ( s ) :  
[ ] f i s c a l  i m p a c t  
[ ] z e r o  f i s c a l  n o t e  
£ ( ]  z e r o  w i t h  a n a l y s i s

[ ] s a m e  a s  p r e v i o u s  f i s c a l  n o t e
p u b l i s h e d  _______________________________

[ ] s a m e  a s  p r e v i o u s  z e r o  f i s c a l
n o t e  p u b l i s h e d  ______________________

S I G N I N G  DO P A S S : S I G N I N G  O T H E R  RECOM M EN D A T IO NS .
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F i l e  C o n t e n t s
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HB 4 3 9  -  I n c r e a s e  M u n i c i p a l  a n d  C o m m u n i t y  E n t i t l e m e n t s

N o . D e s c r i p t i o n

1 . B i l l  - HB 439

2 . B i l l  R e v i e w  - HCRA S t a f f ,  H a r r i s o n

3 . P o s i t i o n  P a p e r  -  DCRA

4 . Z e r o  F i s c a l  N o t e  w i t h  A t t a c h m e n t  -

5 . P o s i t i o n  P a p e r  - AML

HB439.FTL
02/24/88
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( S ) mAlaska t̂ate fogislature
H o u s e  o f  R e p r e s e n t a t i v e s

C o m m ittee  on  
C o m m u n ity  & R e g io n a l A f fa i r s

Pouch V 

Statu Capitol 

Juneau, Alaska 99811 

(907) *165-4833

To: Representative H e n r y  Springer, Chairman
H C R A

From: H C R A  Staff - David Harrison

Date: February 15, 1988

Subject: BILL R E VIEW

H B  439 - "An Act relating to entitlements for municipalities 

a nd unincorporated communities; and pro v i d i n g  for a n  effective 

date." [Adams, Hoffman, Springer]

4rii4ek4ck4ck icfrlrk4cM{4t4dekic1ekicM rk4cicMt4cleicMek4(4clcMctek"}rk i ck4ekM cM rk ^ ^

*  Section 1. AS. 29.60.140(a) The department shall p a y  to each 

unincorporated community a n  entitlement o f  $50,000 [$25,000] each

fiscal year to b e  u s e d  for a  public purpose.

COMMENT: The only change i n  present statute in (a) o f  this section is

the amount of entitlement to unincorporated ccmmunities.

There are about 74 unincorporated communities receiving a id to 
unincorporated communities u n d e r  the r e v enue sharing program. The 

various factors affecting entitlement determines the exact prorated 

amount of funding each unincorporated corrrranity receives. I f  the 

entitlement is increased to $50,000, ea c h  unincorporated community w i l l  

receive a  greater increase than in F Y  '88. Please re f e r  to the m e m o  b y  

Mr. J i m  Plasman, D e p u t y  Director of DCRA, dated February 4, 1988.

*  Section 2. A S  29.60.290(a)

A  municipality qualifying for an entitlement u n d e r  A S  29.60.010 - 
29.60.080 or 29.60.100 - 29 ..60 .180 shall receive a  m i n i m u m  of 
payment o f  $50,000 [$25,000] plus an area cost-of-living 

differential for each fiscal ye a r  i f ....

COMMENT: T he amendment as proposed raises the m i n i m u m  municipal

entitlement from $25,000 to $50,000. Various sections o f  the municipal 

statutes are listed indicating municipal status a n d  classifications. 

Again, please refer to Mr. J i m  Plasman's m e m o  o f  February 4, 1988, 

(attached) related to tins amendment.

Total entitlements to municipalities are formulated f ro m  

miscellaneous entitlement, t ax equalization entitlement as w e l l  as 

m i n i m u m  entitlement a dd on. Entitlements are b a s e d  u p o n  a  n u mber o f  

factors. T a x  equalization accounts are pror a t e d  to municipalities 

according to factors that determine actual m i n i m u m  entitlements 

received. Statutes men t i o n e d  in this b i l l  are attached for your 

information and q u i c k  review.

Attachments
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Y o u  h a v e  a s k e d  w h a t  t h e  f i s c a l  i m p a c t s  o f  c h a n g i n g  t h e

u n i n c o r p o r a t e d  e n t i t l e m e n t  a n d  m i n i m u m  m u n i c i p a l  e n t i t l e m e n t  
f r o m  $ 2 5 , 0 0 0  t o  $ 5 0 , 0 0 0 ,  W h i l e  t h i s  w o u l d  n o t  h a v e  a  f i s c a l  

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

. . . . .  .. - • ** * •

T h e  i m p a c t  o n  t h e  M i s c e l l a n e o u s  S e r v i c e s  A c c o u n t  o f  s u c h  a 

c h a n g e  w o u l d  b e  a  d e c l i n e  i n  t h e  p r o r a t i o n  f a c t o r  f o r  t h e
M i s c e l l a n e o u s  S e r v i c e s  A c c o u n t  o f  a b o u t  3 . 8  p e r c e n t .  A s s u m i n g  

F Y  3 8  v a r i a b l e s ,  t h i s  w o u l d  r e d u c e  t h e  M i s c e l l a n e o u s  S e r v i c e s
p r o r a t i o n  f a c t o r  f r o m  a b o u t  5 5 . 5 9  p e r c e n t  t o  5 1 . 7 6  p e r c e n t .

F o r  u n i n c o r p o r a t e d  c o m m u n i t i e s ,  t h e i r  a c t u a l  p a y m e n t  w o u l d  r i s e  
f r o m  a  p r o j e c t e d  F Y  8 8  p a y m e n t  o f  $ 1 3 , 9 1 7  ( b a s e d  u p o n  a $ 2 5 , 0 0 0  1,

e n t i t l e m e n t  l e v e l )  t o  $ 2 5 , 9 1 6  ( b a s e d  u p o n  t h e  p r o p o s e d  $ 5 0 , 0 0 0  
l e v e l )  . O t h e r  p a y m e n t s  f r o m  t h i s  a c c o u n t  f o r  r o a d s ,  h e a l t h  

. f a c i l i t i e s ,  h o s p i t a l s ,  a n d  v o l u n t e e r  f i r e  d e p a r t m e n t s  o u t s i d e  
- - o f  m u n i c i p a l i t i e s  w o u l d  b e  r e d u c e d  b y  a b o u t  3 , 8  p e r c e n t .  

A s s u m i n g  F Y  8 8  v a r i a b l e s ,  i n  o r d e r  t o  " h o l d  h a r m l e s s "  o t h e r  
r e c i p i e n t s  f r o m  t h i s  a c c o u n t ,  $52 ^§ =b0  w o u l d  h a v e  t o  b e  a d d e d  

...... .. t o  t h e  a c c o u n t .  i f  ^  W D  . ;y

T h e  i m p a c t  o n  t h e  T a x  E q u a l i z a t i o n  A c c o u n t  w o u l d  b e  t w o - f o l d .  

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

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

a n d  h e a l t h  f a c i l i t i e s ,  s o m e  m u n i c i p a l i t i e s  w o u l d  n e e d  
i n c r e m e n t a l l y  m o r e  f o r  t h e  m i n i m u m  e n t i t l e m e n t  a d d - o n  p a i d  o u t  

o f  t h e  t a x  e q u a l i z a t i o n  a c c o u n t .  T h e  i m p a c t  w o u l d  b e  t o  r e d u c e  
p a y m e n t s  f r o m  t h e  T a x  E q u a l i z a t i o n  A c c o u n t  b y  a b o u t  1 0  

p e r c e n t .  A s s u m i n g  F Y  88 v a r i a b l e s ,  i n  o r d e r  t o  " h o l d  h a r m l e s s "  
o t h e r  r e c i p i e n t s  u n d e r  t h i s  a c c o u n t ,  t h e  d e c r e a s e  w o u l d  a m o u n t

02-001A (R«. 8/85) <•: if. ••** ‘ ' •'‘ V.*7t‘.
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M a r l a  B e r g  
F e b r u a r y  4, 1 9 8 8  
P a g e  T w o

* * _ 
t o  9 . 6 9  p e r c e n t  a n d  a n  a d d i t i o n a l  $ 2 , 5 6 2 , 8 0 9  w o u l d  n e e d  t o  b e  
a d d e d  t o  t h i s  a c c o u n t .

I f  y o u  h a v e  a n y  f u r t h e r  q u e s t i o n s ,  p l e a s e  g i v e  m e  a c a l l
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WKI‘T .  O F  C O M M U N I T Y  &  R E G I O N A L  A F F A I R S

MUNICIPAL & REGIONAL ASSISTANCE DIVISION

MB

STEVE COWPER, GOVERNOR
I

D 949 E. 36th AVENUE. SUITE 400 
ANCHORAGE. ALASKA 99508-4302 
PHONE: (907) 561-8586

□  P.O. BOX BH
JUNEAU. ALASKA 99811-2110 
PHONE: (907) 465-4750

□  P.O. BOX 348
BETHEL. ALASKA 995594348 
PHONE: (907) 543-3475

□  710 MILL BAY RD.
KODIAK, ALASKA 99615-6340 
PHONE: (907) 486-5736

a P.O. BOX 10041
DILUNG HAM. ALASKA 99576-1041 
PHONE: (907) 842-5135

Q P.O. BOX 350
KOTZEBUE. ALASKA 99752-0350 
PHONE: (907) 442-3696

D 1514 CUSHMAN STREET, ROOM 210 
FAIRBANKS, ALASKA 99701-6286 
PHONE: (907) 452-7126

□  P.O. BOX 41
NOME, ALASKA 99762-0041 
PHONE: (907) 4435457

F e b r u a r y  1 5 ,  1 9 8 8

P O S I T I O N  P A P E R

R E :  H o u s e  B i l l  4 3 9

S P O N S O R S :  R e p r e s e n t a t i v e s  A d a m s ,  H o f f m a n ,  a n d  S p r i n g e r

E F F E C T S  O F  B I L L :

T h i s  b i l l  w o u l d  i n c r e a s e  t h e  S t a t e  R e v e n u e  S h a r i n g  e n t i t l e m e n t  

f o r  u n i n c o r p o r a t e d  c o m m u n i t i e s  f r o m  $ 2 5 , 0 0 0  t o  $ 5 0 , 0 0 0  a n d  t h e  
m i n i m u m  m u n i c i p a l  e n t i t l e m e n t  f r o m  $ 2 5 , 0 0 0  t o  $ 5 0 , 0 0 0 .  I n  F Y  

8 8 ,  7 4  u n i n c o r p o r a t e d  c o m m u n i t i e s  w i l l  r e c e i v e  S t a t e  A i d  t o

U n i n c o r p o r a t e d  C o m m u n i t i e s  u n d e r  t h e  S t a t e  R e v e n u e  S h a r i n g  

P r o g r a m .  U n i n c o r p o r a t e d  c o m m u n i t y  e n t i t l e m e n t s  a r e  p a i d  o u t  o f  
t h e  M i s c e l l a n e o u s  S e r v i c e s  a c c o u n t ,  a l o n g  w i t h  e n t i t l e m e n t s  t o  

m u n i c i p a l i t i e s  f o r  r o a d s ,  h e a l t h  f a c i l i t i e s  a n d  h o s p i t a l s ,  a n d  

e n t i t l e m e n t s  t o  v o l u n t e e r  f i r e  d e p a r t m e n t s  i n  t h e  u n o r g a n i z e d  

b o r o u g h .  T h e  r e v e n u e  s h a r i n g  e n t i t l e m e n t s  f r o m  t h i s  a c c o u n t  
w i l l  b e  p r o r a t e d  a t  a b o u t  5 5  p e r c e n t  i n  F Y  8 8 ,  s o  t h a t  

u n i n c o r p o r a t e d  c o m m u n i t i e s  w i l l  r e c e i v e  a b o u t  $ 1 3 , 8 8 0  r a t h e r  

t h a n  $ 2 5 , 0 0 0 .  A s s u m i n g  F Y  8 8  f u n d i n g  v a r i a b l e s ,  r a i s i n g  t h e

u n i n c o r p o r a t e d  c o m m u n i t y  e n t i t l e m e n t  t o  $ 5 0 , 0 0 0  w o u l d  
i n c r e a s e t h e  a c t u a l  p a y m e n t  t o  u n i n c o r p o r a t e d  c o m m u n i t i e s  t o  

a b o u t  $ 2 5 , 0 0 0  t h r o u g h  a r e a l l o c a t i o n  o f  f u n d s  w i t h i n  t h e
M i s c e l l a n e o u s  S e r v i c e s  a c c o u n t .  O t h e r  p a y m e n t s  f r o m  t h i s

a c c o u n t  w o u l d  b e  r e d u c e d  b y  a b o u t  6 . 9  p e r c e n t .

I n  F Y  8 8 ,  w e  p r o j e c t  t h a t  a b o u t  8 3  m u n i c i p a l i t i e s  w i l l  r e c e i v e  

f u n d s  u n d e r  t h e  m i n i m u m  m u n i c i p a l  e n t i t l e m e n t  p r o v i s i o n .  T h e  

a m o u n t  o f  m o n e y  u s e d  t o  f u n d  t h e  e x i s t i n g  m i n i m u m  m u n i c i p a l  
e n t i t l e m e n t  ( $ 2 5 , 0 0 0  p l u s  a g e o g r a p h i c  d i f f e r e n t i a l )  w i l l  b e  

a b o u t  $ 1 . 6  m i l l i o n ,  w h i c h  c o m e s  f r o m  t h e  t a x  e q u a l i z a t i o n  
a c c o u n t  o f  t h e  s t a t e  r e v e n u e  s h a r i n g  p r o g r a m .  A s s u m i n g  F Y  88 

f u n d i n g  v a r i a b l e s ,  t h i s  b i l l  w i l l  i n c l u d e  a n  a d d i t i o n a l  25 

c o m m u n i t i e s  u n d e r  t h e  m i n i m u m  m u n i c i p a l  e n t i t l e m e n t  p r o v i s i o n .  
A c t u a l  p a y m e n t s  w i l l  v a r y ,  b a s e d  u p o n  d i f f e r i n g  C O L A ' s  a n d  t h e  

i m p a c t  o f  t h e  p r o r a t i o n i n g  o f  t h e  t a x  e q u a l i z a t i o n  a c c o u n t .  

T h e  p r o r a t i o n  f a c t o r  f o r  o t h e r  p a y m e n t s  f r o m  t h e  t a x

e q u a l i z a t i o n  a c c o u n t  w o u l d  f a l l  f r o m  a b o u t  9 4 . 6  p e r c e n t  t o  
a b o u t  8 6 . 1  p e r c e n t .
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C O M M E N T S :

T h e  d e p a r t m e n t  s u p p o r t s  t h e  c o n c e p t  o f  t h i s  b i l l ,  w h i c h  i s  

d e s i g n e d  t o  g i v e  a g r e a t e r  m e a s u r e  o f  f i n a n c i a l  s u p p o r t  t o  

t h o s e  s m a l l e s t  m u n i c i p a l i t i e s  a n d  c o m m u n i t i e s  i n  t h e  s t a t e .  
R e c e n t  e v e n t s  h a v e  s h o w n  t h a t  t h e s e  s m a l l  m u n i c i p a l i t i e s  a r e

s u f f e r i n g  t r e m e n d o u s  h a r d s h i p .  T h o s e  m u n i c i p a l i t i e s  w h i c h  w i l l  

b e  a f f e c t e d  b y  t h i s  p r o v i s i o n  w i l l  b e  t h o s e  w i t h  r e l a t i v e l y

s m a l l  l o c a l  r e v e n u e  r a i s i n g  c a p a c i t i e s  b e c a u s e  o f  t h e  l a c k  o f  a 

l o c a l  t a x  b a s e .  C o n s e q u e n t l y ,  t h e  b i l l  w o u l d  f o c u s  a s s i s t a n c e  
o n  t h o s e  a r e a s  w i t h  t h e  g r e a t e s t  n e e d  a n d  t h e  l e a s t  r e s o u r c e s  

t o  r e s p o n d  t o  t h e  n e e d .  A  c o n t i n u i n g  p r o b l e m  f o r  t h e s e

m u n i c i p a l i t i e s  i s  t o  a t t r a c t  a n d  r e t a i n  q u a l i f i e d  m u n i c i p a l  

p e r s o n n e l  b e c a u s e  o f  t h e i r  i n a b i l i t y  t o  p a y  a d e q u a t e ,  s t a b l e  
w a g e s .  R a i s i n g  t h e  m i n i m u m  e n t i t l e m e n t  w i l l  e n h a n c e  t h e

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

f i s c a l  c o n t r o l s  o v e r  l o c a l  f i n a n c e s .

W i t h o u t  a d d i t i o n a l  f u n d s ,  t h e  r e a l l o c a t i o n  o f  f u n d s  w i l l  r e s u l t  

i n  a d e c r e a s e  i n  e n t i t l e m e n t s  t o  o t h e r  r e v e n u e  s h a r i n g
r e c i p i e n t s .  I n  l i g h t  o f  t h e  s t a t e ' s  r e v e n u e  s i t u a t i o n  a t  t h i s

p o i n t ,  t h e  a d m i n i s t r a t i o n  is u n a b l e  t o  s u p p o r t  a r e q u e s t  f o r
a d d i t i o n a l  f u n d s  t o  t h e  p r o g r a m  n e c e s s a r y  t o  " h o l d  h a r m l e s s "  

o t h e r  r e c i p i e n t s .
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F I S C A L  N O T E  A T T A C H M E N T  
H B  4 3 9

W h i l e  t h i s  b i l l  w o u l d  n o t  h a v e  a f i s c a l  i m p a c t  o n  t h e  

d e p a r t m e n t ' s  o p e r a t i o n s ,  i t  w o u l d  a f f e c t  t h e  a l l o c a t i o n  o f
f u n d s  u n d e r  t h e  r e v e n u e  s h a r i n g  f o r m u l a .

T h e  i m p a c t  o n  t h e  M i s c e l l a n e o u s  S e r v i c e s  A c c o u n t  o f  s u c h  a 

c h a n g e  w o u l d  b e  a d e c l i n e  i n  t h e  p r o r a t i o n  f a c t o r  f o r  t h e  
M i s c e l l a n e o u s  S e r v i c e s  A c c o u n t  o f  a b o u t  3 . 8  p e r c e n t .  A s s u m i n g  

F Y  8 8  v a r i a b l e s ,  t h i s  w o u l d  r e d u c e  t h e  M i s c e l l a n e o u s  S e r v i c e s
p r o r a t i o n  f a c t o r  f r o m  a b o u t  5 5 . 5 9  p e r c e n t  t o  5 1 . 7 6  p e r c e n t .

F o r  u n i n c o r p o r a t e d  c o m m u n i t i e s ,  t h e i r  a c t u a l  p a y m e n t  w o u l d  r i s e  

f r o m  a p r o j e c t e d  F Y  88 p a y m e n t  o f  $ 1 3 , 9 1 7  ( b a s e d  u p o n  a | 2 5 , 0 0 0  

e n t i t l e m e n t  l e v e l )  t o  $ 2 5 , 9 1 6  ( b a s e d  u p o n  t h e  p r o p o s e d  $ 5 0 , 0 0 0  

l e v e l ) .  O t h e r  p a y m e n t s  f r o m  t h i s  a c c o u n t  f o r  r o a d s ,  h e a l t h

f a c i l i t i e s ,  h o s p i t a l s ,  a n d  v o l u n t e e r  f i r e  d e p a r t m e n t s  o u t s i d e  
o f  m u n i c i p a l i t i e s  w o u l d  b e  r e d u c e d  b y  a b o u t  6 . 9  p e r c e n t .  

A s s u m i n g  F Y  88 v a r i a b l e s ,  i n  o r d e r  t o  " h o l d  h a r m l e s s "  o t h e r  

r e c i p i e n t s  f r o m  t h i s  a c c o u n t ,  $ 1 , 0 2 8 , 0 4 3  w o u l d  h a v e  t o  b e  a d d e d  
t o  t h e  a c c o u n t .

T h e  i m p a c t  o n  t h e  T a x  E q u a l i z a t i o n  A c c o u n t  w o u l d  b e  t w o - f o l d .  
W h i l e  t h e r e  w o u l d  b e  t h e  d i r e c t  i m p a c t  o f  r a i s i n g  t h e  m u n i c i p a l  

m i n i m u m  e n t i t l e m e n t ,  t h e r e  w o u l d  a l s o  b e  a n  i n d i r e c t  i m p a c t  

f r o m  r a i s i n g  t h e  u n i n c o r p o r a t e d  c o m m u n i t y  e n t i t l e m e n t .  W i t h  

t h e  r e d u c t i o n  i n  t h e  a m o u n t  m u n i c i p a l i t i e s  r e c e i v e  f o r  r o a d s  

a n d  h e a l t h  f a c i l i t i e s ,  s o m e  m u n i c i p a l i t i e s  w o u l d  n e e d  

i n c r e m e n t a l l y  m o r e  f o r  t h e  m i n i m u m  e n t i t l e m e n t  a d d - o n  p a i d  o u t  

o f  t h e  t a x  e q u a l i z a t i o n  a c c o u n t .  T h e  i m p a c t  w o u l d  b e  t o  r e d u c e  

p a y m e n t s  t o  o t h e r  r e c i p i e n t s  f r o m  t h e  T a x  E q u a l i z a t i o n  A c c o u n t  

b y  a b o u t  1 0  p e r c e n t .  A s s u m i n g  F Y  8 8  v a r i a b l e s ,  t h e  d e c r e a s e  
w o u l d  a m o u n t  t o  9 . 6 9  p e r c e n t  a n d ,  i n  o r d e r  t o  " h o l d  h a r m l e s s "  
o t h e r  r e c i p i e n t s  u n d e r  t h i s  a c c o u n t ,  a n  a d d i t i o n a l  $ 2 , 5 6 2 , 8 0 9  

w o u l d  n e e d  t o  b e  a d d e d  t o  t h i s  a c c o u n t .



MUNICIPAL / -
TELEPHONE 

(907) 586-1325
105 MUNICIPAL WAY, SUITE 301 

JUNEAU, ALASKA 99B01

M E M O R A N D U M  

TO: R e p r e s e n t a t i v e  H e n r y  S p r i n g e r ,  C h a i r

M e m b e r s  o f  t h e  H o u s e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e

F R O M :  S c o t t  A. B u r g e s s ,  E x e c u t i v e  D i r e c t o r

A l a s k a  M u n i c i p a l  L e a g u e

D A T E :  F e b r u a r y  16, 1 9 8 8

S U B J E C T :  H B  4 3 9  - I n c r e a s i n g  M i n i m u m  E n t i t l e m e n t s

O n  b e h a l f  o f  i t s  1 3 5  m e m b e r  m u n i c i p a l i t i e s ,  t h e  A l a s k a  M u n i c i p a l  L e a g u e  

s u p p o r t s  t h e  c o n c e p t  o f  H B  4 3 9  a n d  i n c r e a s i n g  t h e  m i n i m u m  e n t i t l e m e n t s  

unde, the S t a t e  R e v e n u e  S h a r i n g  P r o g r a m .  H o w e v e r ,  w i t h o u t  i n c r e a s i n g  t h e  

l e v e l  o f  f u n d i n g  f o r  t h e  p r o g r a m ,  t h e  L e a g u e  c a n n o t  s u p p o r t  t h e  a c t u a l  

l e g i s l a t i o n .

A M L  P o l i c y  S t a t e m e n t  s t a t e s  i n  P A R T  I . B . l :

"b. I n  t h o s e  c a s e s  i n  w h i c h  l e g i s l a t i o n  is a p p r o v e d  i n­

c r e a s i n g  t h e  s t a t e  r e v e n u e  s h a r i n g  e n t i t l e m e n t  f o r  s p e c i f i c  

r e c i p i e n t s  o r  f o r  a s p e c i f i c  p u r p o s e ,  t h e  L e a g u e  a d v o c a t e s  t h a t  

t h e  t o t a l  f u n d i n g  f o r  s t a t e  r e v e n u e  s h a r i n g  b e  i n c r e a s e d  

a c c o r d i n g l y  i n  o r d e r  t o  p r e c l u d e  t h e  d i l u t i o n  o f  f u n d i n g  to  

o t h e r  r e c i p i e n t s .

c. T h e  L e a g u e  s u p p o r t s  a n  i n c r e a s e  i n  t h e  s t a t e  r e v e n u e  s h a r i n g  

m i n i m u m  e n t i t l e m e n t . "

B y  i n c r e a s i n g  t h e  m i n i m u m  e n t i t l e m e n t  f r o m  $ 2 5 , 0 0 0  t o  $ 5 0 , 0 0 0  w i t h o u t  i n­

c r e a s i n g  t h e  t o t a l  a p p r o p r i a t i o n  f o r  S t a t e  R e v e n u e  S h a r i n g  w i l l  f u r t h e r  

d i l u t e  o r  r e d u c e  f u n d i n g  a m o u n t s  t o  e x i s t i n g  c o m m u n i t i e s .  F u n d i n g  l e v e l s  

h a v e  a l r e a d y  d e c l i n e d  o v e r  3 0 %  i n  t h e  l a s t  t w o  y e a r s .  In fact, t h e  l o w  

l e v e l s  o f  t o t a l  f u n d i n g  o f  t h e  R e v e n u e  S h a r i n g  P r o g r a m ,  h a s  r e s u l t e d  in 

t h e  s p e c i f i c  p r o g r a m s  u n d e r  " S t a t e  A i d  f o r  M i s c e l l a n e o u s  P u r p o s e s ,  e . g., 

r o a d s ,  i c e  r o a d s ,  a n d  h e a l t h  f a c i l i t i e s ,  b e i n g  p r o r a t e d  i.e. u n d e r  f u n d e d .  

T h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  e s t i m a t e s  t h a t  t h e  t o t a l  

S t a t e  R e v e n u e  S h a r i n g  a m o u n t  w o u l d  h a v e  t o  b e  i n c r e a s e d  a p p r o x i m a t e l y  $ 3 . 8  

m i l l i o n  t o  h o l d  c o m m u n i t i e s  h a r m l e s s  g i v e n  c u r r e n t  f u n d i n g  l e v e l s .

A g a i n ,  t h e  A M L  s u p p o r t s  t h e  c o n c e p t  in  H B  4 3 9  o f  i n c r e a s i n g  t h e  m i n i m u m  

e n t i t l e m e n t s  a n d  w o u l d  s u p p o r t  t h e  p r o p o s e d  l e g i s l a t i o n  o n l y  if  t h e  l e v e l  

o f  R e v e n u e  S h a r i n g  f u n d i n g  is i n c r e a s e d  a n d  m u n i c i p a l i t i e s  a r e  h e l d  h a r m­

less.

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES


