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What is Tax Increment Financing?

e Atool to catalyze economic development

e Allows municipalities (city/town/plantation) to “shelter”
increases in valuation for up to 30 years, keep revenue local

e Locally driven process that must be approved by DECD

e TIF Revenue can fund many municipal projects that will
bolster community’s economic development climate

(sidewalks, trails, public events, staffing, utility expansion,
etc)



What is a TIF District?

e Defined geographic boundary
o One project site
o Areawide
e Original Assessed Value (OAV) is taken at outset
e Development program is created, voted on, and managed
locally
e Applications reviewed and approved by DECD



Special Types of TIF Districts

Downtown
Transit-Oriented
Omnibus
Affordable Housing



Benefits of TIFs

e Assist in achieving economic development related goals of
Comprehensive Plan, other vision documents

e Attract new investment (i.e. tax dollars), jobs, improve local
economy

e Accomplish significant municipal infrastructure projects

e Tax shift benefits (protects increased valuation from county
and state revenue sharing)



General Fund vs. TIF District Revenue

e Municipality determines % of new valuation (increased value)
to be captured within TIF (up to 100%)
o What is not sheltered accrues to General Fund
o After life of TIF (up to 30 years), all revenue goes to
General Fund
e Sheltered revenue can be used to be support municipal
expenditures in support of or made necessary by economic
development
e And/or, can be used to support private investment — Credit
Enhancement Agreement (CEA)



Credit Enhancement Agreements (CEA)

e Contract negotiated between Town and developer/business
owner
e Municipality determines time period (up to life of TIF) and %
to be shared with business
o Up to100% of revenue for that specific property)
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Tax Shift Benefits

e TIFs shelter new assessed value from a municipality’s state
valuation
e The “state valuation” = equalized assessed value in
municipality
e The valuation of each municipality impacts
o State education subsidies
o County taxes
o State revenue sharing subsidies
o Local education contributions



State Aid for Education Impacts

e Based on State Essential Programs and Services Funding Model

e Statewide mil rate is applied to a district’s state valuation to
determine what % of local property taxes will be needed for
education

e The higher the valuation, the more funds need to be raised
locally (the less State contributes)



Municipal Revenue Sharing Received by a
Municipality
e Based on population, taxes raised, and state valuation

e The higher the valuation, the less S of Revenue Sharing
received by a municipality



County Taxes Paid by a Municipality

e Based on the municipality’s % share of the County’s state
valuation
e The higher the share of valuation, the higher the County Tax



TIF Tax Sheltering (an illustrative example)
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Uses of the TIF Program across Maine (as of 9.5.2023)

e /22 TIF Districts in the State of Maine

e 34/ of these TIF Districts have the ability to create Credit
Enhancement Agreements (CEAs) or already have at least one
CEA



Pownal’s First TIF District



District Boundaries

e /3.92 acres represents 0.31%
of the acreage of the overall
Town

e Significant development or
redevelopment potential and
frontage on Route 9

e Three-phase power
currently available 0.3 miles
from the District




Overview

e Capture 100% of increase in assessed value over 30 year period
for designated project
e Original Assessed Value (OAV) of $394,500
o $7,436 current taxes to continue to go to General Fund
o Increase in assessed value over next 30 years will go to TIF
account



Omnibus Capability

o Will allow for CEAs to be negotiated by Selectboard for up
to 100% of increased value of business property



Development Program

1. General Economic Development
a. Prorated portion of Town Administrator & Town
Planner salaries
b. Consultant/legal costs
c. Agricultural events (year-round farmer’s market or
other endeavors)
2. Credit Enhancement Agreements
3. Public Safety Building (Fire Station) and Equipment
4. 3-Phase Power Expansion



Questions?



