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Y (1) WHAT IS TIF?

Tax Increment Financing (TIF) is an economic
development tool. A developer is provided money
upfront to cover costs of environmental remediation and
associated costs. The increased property taxes from the
new development is used to cover the money provided.

TYPES WHERE

e District TIF TIF is used widely in the USA, with
""""" e Site-Specific TIF 49/50 states having regulations. In
* Municipal Loan/Bond Canada, only Alberta & Manitoba

e Market TIF (Financial Lender Loan) have regulations and use TIF districts.

HOW IT WORKS
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When a TIF is established, the property tax before development is
frozen. This is the base tax. The difference between the base tax and the
increase in property taxes (the tax increment) is used to pay back a
municipality or a financial lender for eligible costs of remediation. Project
money is provided upfront to cover a portion, or the full amount, of
remediation. A TIF may be extended to provide revenues towards a
reserve fund and TIF authority to manage the program (see FAQ).

e Increases property tax base in long-run e Reduces municipal revenue for

e Promotes development in small-to- services in the short term
medium sized markets e Relies on property tax increases

e Remediation assistance upfront e Potential political uncertainty

e Lender gets interest from loan e |nterest payments are an

e Can cover administrative/program costs additional cost



2) TIEG

A Tax Increment Equivalent Grant (TIEG) is one of the
most used financial incentive tools Ontario municipalities
provide for brownfield redevelopment.

HOW IT WORKS
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Similar to TIF, the property tax before development is frozen and a base
tax is established. As the property tax increases, the developer is
reimbursed a percentage of eligible remediation costs. Developers pay
remediation costs upfront and the program begins after completion of
the project. TIEGs end when costs are paid, but generally have a
maximum lifespan of 10 years.
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(3) CASE STUDY

Parcel Size: 20,000 sq.ft Development Costs: $22 million
Commercial Building: 60,000 sq.ft Rent per sq.ft: $55 (hypothetical)
Remediation Costs: $ 2.5 million Property Tax: 4.31%

In all scenarios, property tax increases from $90,000 to $700,000 per year

1.TIEG

Grant on 100% increase in property taxes towards eligible costs for 10 years

MUNICIPALITY
e Costs $1,720,000 to deliver TIEG program

DEVELOPER
* Rate of Return: Y10:-1.69% | |

2.TIEG+

Grant on 70% increase in property taxes towards eligible costs for 10 years;
Up to $25,000 Enviornmental Assessment Grant; $7,500 Feasibility Study Grant;
60% Development Charge Exemption Program

MUNICIPALITY
e Costs $1,745,000 to deliver TIEG program with additional grants

DEVELOPER
e Rate of Return: Y10:-1.61% | |

3.TIF

Site-Specific & Market TIF;
Eligible remediation costs for lifespan of TIF, reserve fund, authority and interest

MUNICIPALITY
e Forgoes $2,729,703 in revenues to administer TIF
e Receives $300,000 for TIF authority and $437,782 for reserve fund

DEVELOPER
e Rate of Return: |

FINANCIAL LENDER
* Paid $236, 903 from 7% interest on remediation loan through TIF




+) CASE STUDY

Developer Rate of Return
vio | vu Y12
Base Case - 0.54% 438% | TIF yields the highest rate
TIEG Ly i 195% of return for developers.
TIEG+ -1.61% 4.63% 1.99%
TIF 3.18% 7.18% 9.63%

e Developer: All remediation costs are covered upfront

e Developer: Does not have to rely on availability of municipal
funds

e Municipality: Potential for administrative and special funding
for municipality via reserve and authority components

e Municipality: Overall property tax uplift due to remediation

e Lender: Additional revenue source

e Developer & Lender: Property values must increase

e Developer & Lender: Loan risk accounting for additional
remediation costs

e Municipality: Initial loss of property tax increment

e All: Additional party included in agreements




Yes, to enact TIF a province needs to have legislation and regulations. Currently
only Alberta and Manitoba have TIF regulations. Ontario introduced legislation
in 2006, but there have been no enacting regulations.

Setting up a TIF to also pay for a TIF authority allows a municipality to set up a
department or agency to administer the TIF program. A reserve fund is for a
municipality to use how they see fit in regards to brownfields.

The purpose of these financial tools is to incentivize brownfield development.
However, some medium to smaller municipalities may need additional tools to
effectively promote brownfield redevelopment.

No, Site-Specific encompasses one parcel of land, while District TIF's are area-
wide and encompass multiple parcels of land.

TIF does not require an increase in property taxes or new taxes on other
properties. Only the increased taxes from the TIF site are temporarily diverted
until the TIF is completed. Taxpayers pay the same rate as they would prior to a
TIF in their community.
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https://www.calgarymlc.ca/community-revitalization-levy
https://www.ontario.ca/laws/statute/06t33?fbclid=IwAR2zT8EAQWVscM3cizq3oM95hM5Jj64egXHq0i8YxCSCC-c3P4UPsBmIIzo
https://www.michigan.gov/egle/0,9429,7-135-3311_29262---,00.html?fbclid=IwAR2gZgNw2NuPbuQsqCf5Ap2qwCd5mDkDFBo7UBkeIyNDzXzLUWbna603Qw0
https://www.ryerson.ca/content/dam/cur/pdfs/BrownfieldPresentations/De%20Sousa_Brownfields%20CUR%20Seminar%202015%20(2).pdf?fbclid=IwAR0y_QsT1i4oz1t6IGppMU7CJFfIhPSeHFwxywvBOrd_tQlV45yC_z8kB3U
http://www.ontla.on.ca/library/repository/mon/19000/276854.pdf?fbclid=IwAR0mXsNiHuz7pFgwYQ49x9JEVqv1wJmX1T-vccVaPZP1OqZVUQgDe3gjPJs

