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What is Tax Increment Financing (TIF)?

A local economic development tool used to
• Attract new investment; and
• Fund local community projects

2

Negotiated, developed and implemented at 
the municipal level. 



Recipe for a TIF District
• Geographic boundary

• Original assessed value (OAV)

• Development program

• Public process

• Applications submitted to
• Maine Department of Economic and Community Development, or
• Maine State Housing Authority

3



How does TIF work? 

Allows the municipality and the developer to 
work together to close a project’s funding gap. 
• Developer requests the return of a portion of 

new taxes.
• Up to 100% of new taxes for up to 30 years.

• Municipality creates a “TIF district” and 
approves the request.
• Public process with hearing and vote.
• Agreement detailed in a credit enhancement 

agreement (CEA).
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What’s in it for the developer?

Municipality invests in the project using yet-to-
be-created tax revenue (aka “TIF revenue”).

All new tax revenue that is created in the TIF 
district is eligible for reimbursement.*

* The reimbursement terms and duration are 
ultimately up to the municipality. 
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What’s in it for the municipality?

1) TIF stimulates private sector investment, job 
creation or other offerings in a targeted 
location (the District).
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New TIF district



What’s in it for the municipality?

1) TIF stimulates private sector investment, job 
creation or other valuable work in a targeted 
location (the District).
2) TIF captures (up to 100%) of the value and 
uses it as defined in the Development Plan.
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What’s in it for the municipality? 

Capturing – indicates where taxes on new value 
in the district will go. 
• Captured value creates TIF revenue.
• Uncaptured value creates new taxes for the 

general fund. 

A mil rate of $15.00
and a current value of 
$1,500,000 will generate 
$15,000 in tax revenues.

$500K

$1.5M
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100% capture



What’s in it for the municipality?

1) TIF stimulates private sector investment, job 
creation or other valuable work in a targeted 
location (the District).
2) TIF captures (up to 100%) of the value and 
uses it as defined in the Development Plan. 

3) TIF shelters against adverse adjustments to 
State subsidies and County taxes that are based 
on total valuation.
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What’s in it for the municipality?

How “sheltering” works



How “Sheltering” Works

Without an established TIF District:

• With new investment, real estate valuation 
goes 

• As a result, state subsidies go  and 
county taxes go

TIF shelters captured new value by excluding it 
from total municipal value reported to the 
State for the term of the TIF (up to 30 years).
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MTIF Example

Developer wants to build 50 market-rate 
apartments on an empty lot in a designated 
high-growth area.

Realizes a gap in funding – additional revenue 
sources needed.
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MTIF Example - continued

Developer approaches the town to request a TIF 
district be created and CEA granted.
• Developer needs additional revenue.
• Town needs new housing.
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The town works with the 
municipal assessor to get a 
realistic future value of 
completed project.



MTIF Example - continued
Revenue projection is developed that shows 
how new tax dollars will be allocated.
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MTIF Example - continued
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Tax shift analysis 
provides a projection 
of how much money 
would be lost from 
state subsidies and 
how much more in 
county taxes the town 
might pay if the new 
value were not 
sheltered in a TIF 
district. 



• Create geographic boundary
• Determine original assessed value (OAV)
• Write development program
• Public hearing and vote
• Applications submitted to

• Maine Department of Economic and Community Development 

MTIF Example - continued
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New MTIF district



Some General Rules:
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Size*
• Up to 2% of the total acreage of a municipality for any single district; 

and up to 5% of total acreage for all districts.

Value**
• All districts combined may not exceed 5% of total value of taxable 

property within a municipality (for each MTIFs and AH TIFs)

Condition
• At least 25% of real property within a development district must be 

either (1) a blighted area; (2) in need of rehabilitation, 
redevelopment, or conservation work; or (3) suitable for 
commercial/residential or arts district uses.

TIF revenues deposited in a separate, dedicated account.

* Excludes Downtown TIFs, transit-oriented TIFs, Community Wind Power TIFs or overlapping PTDZs. 
** Exclude Downtown TIFs, transit-oriented TIFs or Community Wind Power TIFs or overlapping PTDZs. 



Most Common TIF Districts

Municipal TIF (MTIF)
• Focused on economic development projects.

Affordable Housing TIF (AH TIF)
• 33% must be “affordable”, up to 120% AMI.
• Owner occupied homes/condos = 10 yr affordability.
• Rental units = 30 yr affordability.

Downtown TIF
• Captures traditional “downtown” and includes a DT 

development plan. 
• Can “port” TIF revenues from other districts.
• Not included in size or value totals. 18



• Reimbursed to Developer through a credit 
enhancement agreement (CEA).

OR

• Used by municipality for specific expenses as 
outlined in state law. Uses and amounts are 
outlined in application’s Development Plan (in 
the Investment Plan section). 

TIF Revenues – how are they used?
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Credit Enhancement Agreement

A Credit Enhancement Agreement (CEA) is a 
private investment vehicle that may be used to 
encourage or assist in private development.

• Legal document negotiated between the  
municipality and a Developer that returns a 
portion of the new taxes generated in the 
District to the Developer.
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Investment Plan
There are three different categories that 
authorized municipal uses of TIF revenue can fall 
under:

• Tier 1 – Costs within the TIF District 

• Tier 2 – Costs outside, but directly related 
to or made necessary by, the District 

• Tier 3 – Municipal-wide costs focused on 
economic development (MTIF only and 
generally non-capital costs)
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AH TIF Tier I – Within the District

• Capital Costs for Affordable Housing, including:
– Construction, improvements, and site work
– Demolition, repair, and remodeling
– Acquisition of equipment
– Improvements to creative arts facilities

• Financing Costs, including:
– Premiums paid for early redemption of obligations
– Closing costs
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AH TIF Tier I – Within the District 
(cont.)

 Professional Services, including:
- Licensing and architectural
- Planning, engineering, and legal

 Other Costs, including:
- Reasonable administrative expenses
- Relocation expenses
- Organizational costs to establish District
- Facilities for recreational purposes – rec 

centers, athletic fields and swimming pools.
- Child care costs
- Case management and support services 23



AH TIF Tier II – Outside the District
Directly related to the District, or made necessary by its establishment

• Infrastructure improvements, including:
– Sewage or water treatment plants
– Sewer, water, and electrical lines
– Street amenities and fire station improvements

• Other improvements, including:
– Public safety
– Adverse impact mitigation, including public k-

12 education costs.
– Revolving loan funds and investment funds for 

AH. 24



MTIF Tier I – Within the District

• Capital Costs for Ec Dev, including:
– Construction, improvements, and site work
– Demolition, repair, and remodeling
– Acquisition of equipment
– Improvements to creative arts facilities

• Financing Costs, including:
– Premiums paid for early redemption of obligations
– Closing costs
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MTIF Tier I – Within the District 
(cont.)

 Professional Services, including:
- Licensing and architectural
- Planning, engineering, and legal

 Other Costs, including:
- Reasonable administrative expenses
- Relocation expenses
- Organizational costs to establish District
- Development and operation of housing – NEW!
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MTIF Tier II – Outside the District
Directly related to the District, or made necessary by its establishment

• Infrastructure improvements, including:
– Sewage or water treatment plants
– Sewer, water, and electrical lines
– Street amenities and fire station improvements

• Other improvements, including:
– Public safety
– Adverse impact mitigation
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MTIF Tier III – Outside the District
Municipal-wide

• Economic Development Programs
• Marketing Funds for Downtown Arts Programs
• Environmental Improvement Projects
• Permanent Revolving Loan Funds
• Employment Training
• Quality Child Care
• Recreational Trails
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Changes to TIF Districts

• Almost any changes can be made to a TIF district 
at any time during the district term with a TIF 
amendment. 
• Cannot change the original value of the 

district unless adding or removing property. 
OAV is tied to a specific date. 

• Must follow municipal public process and 
submit changes to appropriate agency. 
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TIF Pros and Cons

Pros

• Locally created, 
negotiated and 
administered.

• Avoids tax shifts.

• Use whole TIF tax dollar 
to pay for expenses 
otherwise paid for with 
GF revenue.

• Incentivize specific 
development. 
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Cons

• What TIF revenue can 
be spent on is limited. 

• Requires management 
and reporting in 
specific instances.


