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ear Practitioner,

It's hard to believe it's been more than five years since the publication
of the original Best Practices document. This 2019 version adds
updates from recent legislative changes, with a focus on the new language
from this year’s session. We have also added handy references and sample

documents in the appendices.

A new chapter has been added to focus on diversity, equity, and inclusion,
and the need for us practitioners, to always be working to ensure that
underrepresented populations are a part of the conversations, part of

the process. Interestingly, it was the drafting of that chapter, that led us

to a conversation about nomenclature. For many, “urban renewal” is a
term that evokes past practices of the 1950s and 60s wherein minorities

and underrepresented populations were displaced to clear the way for
redevelopment. | have long thought that the term does us no favors and
misses highlighting the numerous ways in which the tool has helped so many
communities, large and small, rural and urban, to revitalize, create jobs, and
to create opportunities for their citizens.

To that end, the committee made the conscious decision to begin to shift
from the term urban renewal to tax-increment financing or TIF, a term

used consistently in other parts of the nation. Starting with the title and
throughout the document, you will now see the use of TIF, though we leave
language and references to ORS as urban renewal as stated in the statutes.
We hope you can begin to make this shift in your own community as well.

Before you is an easy-to-navigate, consolidated reference about TIF Districts
in Oregon. Whether you are considering a new district for your community,
or if you are a seasoned practitioner, this document provides valuable
information. Throughout the manual, you will find best-practice tips from
experienced practitioners, consultants, and TIF attorneys and bond counsel
(of course it is always recommended to check with your consultant or
attorney when navigating new territory).

A letter from the Special Districts Association of Oregon, whose members are
one group directly impacted by the use of TIF Districts, can be found in the
appendices. Their letter and thoughts give real insight into the concerns and
tensions surrounding TIF Districts but also provide recommendations for how
communities can better partner with taxing districts to create successful TIF
districts.

This document represents the energy of a great group of people committed
to making TIF Districts a better tool for redevelopment and economic
development in Oregon. We hope you find this to be a useful reference in
your work, and that these best practices help to keep this tool strong in
Oregon.

KO oW~
Kate Porsche

OEDA President & TIF Committee Chair
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1.INTRODUCTION AND OVERVIEW

1. Introduction
and Overview

1.1 INTRODUCTION

The Oregon Economic Development Agency (OEDA) represents Tax
Increment Financing (TIF) agencies throughout the state of Oregon. A
major part of OEDA’s mission is to provide guidance and information to

TIF agencies during the planning, administration, and implementation of
their TIF programs. To fulfill part of its mission, OEDA has partnered with
several consultants that have served Oregon’s redevelopment agencies and
its parent city and county entities, as well as with similar organizations in
other states to review the Urban Renewal Administrative Guidelines and
Procedures (2001) and to update the document.

This document and the best practices contained herein were reviewed and
discussed with the OEDA Board, the OEDA TIF Committee, and experienced
TIF bond counsel. This document addresses issues that commonly arise in
the practice of urban redevelopment within the state of Oregon. The best
practice tips will provide agencies and practitioners with guidance based on
more than 250 years of combined experience with urban redevelopment.

The online version of this document is intended to be a living document, and
will be reviewed and revised as appropriate. OEDA welcomes the comments
and suggestions of TIF agencies at any time.

DISCLAIMER

The information in the Best Practices for Tax Increment Financing in Oregon is not
intended to be legal advice and should not be relied upon by the user as a
substitute for specific legal or other expert opinions. All users are responsible for
determining the applicability of these materials for their particular issue.

CHAPTER CONTENTS

This chapter contains the
following sections:

1.1 Introduction

1.2 How to Use this Document

1.3 Summary of Changes in this
Edition

1.4 Diversity, Equity, and Inclusion

November 2019 7
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1.2 HOW TO USE THIS DOCUMENT

This document provides an update and expansion to the 2014 Best Practices
Manual. The goal for this updated document is to provide Oregon’s cities
and counties with an easy-to-navigate, consolidated reference about the
following information:

+ Rules and regulations for TIF in Oregon.
«  Background on how TIF works and its procedural steps.

« Best practices for TIF topics from practitioners who have been working
in Oregon for many years.

The document is organized by major topic. For each topic, there is an
introduction, the statutory provisions that pertain to the topic, a discussion,
and best practice tips. Throughout the document, there are sidebars to assist
the reader and/or to provide examples from communities around the state.

This document will be reviewed periodically to add updated information and
note any changes to rules and regulations in Oregon.

The online document can be found at www.oeda.biz.

Best Practices for Tax Increment Financing Agencies in Oregon



1.INTRODUCTION AND OVERVIEW

1.3 SUMMARY OF CHANGES IN
THIS EDITION

Statutory Changes

HB 2174 passed the Oregon Legislature in June of 2018 and can be
referenced in Chapter 580 of the 2019 Oregon Laws edition. This bill was

the product of months of collaborative negotiation between TIF agencies
and taxing districts with the purpose of updating ORS 457, the section

of Oregon law relating to TIF, to reflect the concerns of both parties and
ensure responsible use of TIF funds. It is an omnibus package of statutory
updates that clarify certain requirements related to public building projects,
notification and approval from taxing districts, amendments to TIF land area,
financial reporting, and other topics. The following is a brief outline of the
changes to TIF law enacted by this bill.

The first topic addressed by HB 2174 is the use of urban renewal funds for
public building projects. The bill specifically defines a public building as, “a
fire station, police station, public library, public hospital, capitol building,
school as defined in ORS 339.315, college, university, city hall, or the
residence of any state official elected by the state at large.” Additionally,
land adjacent to these buildings, buildings owned and occupied by state or
municipal agencies, and public art features (e.g., sculptures or clock towers)
are subject to the same approval requirements as public buildings. The
following are not public buildings, according to HB 2174: Property acquired
by an urban renewal agency intended for redevelopment, transportation
infrastructure, water and wastewater infrastructure, tourism-related facilities
(see ORS 320.300), or parks and recreation facilities.

These definitions are important because HB 2174 strengthens the
requirements of urban renewal agencies to gain the approval of taxing
districts when considering projects that involve public buildings. While prior
law simply required urban renewal agencies to consult and confer with
taxing districts, HB 2174 imposes the following requirements;

New urban renewal plans that include public building projects must

be sent to all affected taxing districts, which have 45 days to respond.
Three of the four taxing districts that are estimated to forego the most
tax revenue must approve of the plan in order for the public building
project to be included; if two of the four reject the proposal, the public
building project cannot be included. If there is no response after 45

days, a taxing district will be assumed to have concurred on the plan.
While this primarily applies to new urban renewal plans, it also applies to
existing plans that add public building projects or an amendment that
significantly increases the scope of work for a public building project and

November 2019 9



1.INTRODUCTION AND OVERVIEW

is funded primarily by urban renewal. These concurrence requirements
do not apply if a public building project was already included in an
existing urban renewal plan but do apply when a plan is amended to
significantly increase the scope of an included public building project.

Another feature of HB 2174 is that the terms reduced rate plan and standard
rate plan, already used in administrative law by the Department of Revenue,
are now formally defined in statute. This was done to separate general
obligation bonds from being included in consolidated tax rates for urban
renewal plans moving forward, which has been a source of contention

and confusion in the past. The following are defined as reduced rate plans

in HB 2174: urban renewal plans that were adopted before December 6,
1996; urban renewal plans that were adopted before December 6, 1996 and
substantially amended after October 6, 2001; urban renewal plans that were
adopted after October 6, 2001 and before HB 2174 took effect; urban renewal
plans adopted before December 6, 1996 that use a consolidated tax rate as
outlined in ORS 457.445. A standard rate plan is any urban renewal plan that
does not meet these criteria. This is necessary because HB 2174 significantly
revises ORS 457.445, the statute that outlines the process for calculating
consolidated tax rates, with the intention of streamlining the process and
removing general obligation bonds from those calculations moving forward.

HB 2174 also includes several clarifying provisions related to notice
requirements and land area amendments. Now that they are formally defined
in statute, the bill specifies that only standard rate plans and certain reduced
rate plans must issue public notice that property tax rates may be affected by
amendments and changes to an urban renewal plan. The bill also specifies
that adding land to an urban renewal area that cumulatively totals more than
1% of the land area will trigger a substantial amendment, a requirement that
was previously ambiguous. Additionally, the bill clarifies that amendments to
an urban renewal plan’s land area may not total more than 20% of the total
area without regard to any reductions in the land area.

The final major feature of HB 2174 relates to annual financial reporting
requirements for urban renewal agencies. From now on, urban renewal
agencies are required to include updates on maximum indebtedness and
the amount of indebtedness that accrued during the previous fiscal year

by January 31 of each year. These financial reports are to be distributed to
each of the taxing districts that are affected by the urban renewal area, and
a representative of the urban renewal agency shall be designated to consult
with affected taxing districts and respond to questions. This is intended to
improve public transparency and interparty communication between taxing
districts and urban renewal agencies.

10 November 2019 Best Practices for Tax Increment Financing Agencies in Oregon



1.INTRODUCTION AND OVERVIEW

Aside from some minor form and style changes and some rearrangements
to the ordering of statutes within ORS 457, the preceding description of the
features of HB 2174 comprise the extent of the changes in law relating to
urban renewal in Oregon. This is the first major change to urban renewal
law since 2009. The 2019 edition of OEDA's Best Practices for Tax Increment
Financing in Oregon manual has been updated to reflect these changes.
Readers are encouraged to note these changes and to consult with fellow
OEDA members regarding any clarifications needed.

Other Changes

+ An essay on prioritizing equity and inclusion in TIF (Chapter 1.4
Diversity, Equity, and Inclusion)

« A chapter on public outreach for TIF agencies (Appendix E:
Marketing, Communications, and Outreach)

+ Avrevised chapter on TIF plan amendments, which includes example
time lines and flowcharts to better explain the amendment process
(Chapter 5. Amendments to the TIF Plan)

November 2019 11



1.INTRODUCTION AND OVERVIEW

1.4 DIVERSITY, EQUITY, AND
INCLUSION

As modern practitioners, we think of urban renewal, or TIF, as a flexible and
useful tool that has helped cities around Oregon in their revitalization efforts.
However, in using this tool, we need to acknowledge its history in reference
to the 1950s and 60s, as a tool for displacing minority residents as well as

its negative perception still prevalent today, especially among marginalized
communities. Despite this history, TIF can be a powerful tool for responding
to and overcoming barriers to opportunity in these communities. Therefore,
this chapter seeks to develop awareness of the need for policies that focus
on diversity, equity, and inclusion to ensure that TIF as a tool helps all
community members and creates opportunity, especially for marginalized or
minority populations in our communities.

The ideals of equity and inclusion do not refer exclusively to racial

issues; they are broad concepts that emphasize the necessity to ensure
representation of marginalized communities and to right past wrongs. A
common metric for considering marginalized or vulnerable communities is
the Title VI/Environmental Justice criteria outlined in federal law, which bans
discrimination against people of color, immigrants, seniors, people with
disabilities, and those living in poverty.' We acknowledge that the concepts
of equity and inclusion are context-specific and vary significantly across
jurisdictions. Communities throughout Oregon are incredibly diverse, in and
among themselves and have different challenges and needs.

The US Census Bureau estimates that 75.3% of Oregon’s population are
non-Hispanic whites. While this is still significantly higher than the national
average of 60.4%, it is important to recognize that nearly a quarter of
Oregonians are nonwhite, and that nonwhite Oregonians may have
drastically different experiences and perspectives than those of the majority
population. In addition, nearly 10% of the population was born outside of the
US, 15.2% speak a language other than English at home, 10.2% are disabled
persons under the age of 65, 17.6% are seniors age 65 and over, 38.3% do not
own their home, and 13.2% live in poverty. Since TIF is primarily designed to
counteract blight, it is likely that residents in blighted areas identify as one or
more of the marginalized populations.

1 U.S. Environmental Protection Agency. (2017). Title VI and Environmental Justice. Retrieved from https://
www.epa.gov/environmentaljustice/title-vi-and-environmental-justice.

12 November 2019 Best Practices for Tax Increment Financing Agencies in Oregon



1.INTRODUCTION AND OVERVIEW

Table 1: Selected Statistics from US Census Bureau?

Oregon United States

White, non-Hispanic 75.3% 60.4%
Foreign-born 9.9% 13.4%
Non-English speaker 15.2% 21.3%
Disabled, under 65 10.2% 8.7%

65 years old and over 17.6% 16%

Poverty rate 13.2% 12.3%
Homeowner 61.7% 63.8%

While practitioners of TIF may be enthusiastic about the tool’s potential to
spark economic development and alleviate conditions that cause blight and
poverty, the topic of TIF can galvanize strong feelings among groups that
may not view it in the same way. For many marginalized communities, the
phrase “Tax Increment Financing” carries a litany of negative implications,
such as demolition, displacement, gentrification and forced relocation. When
viewed in the historical context of residential segregation, exacerbated by
explicitly racist policies (such as redlining), it is understandable why some
communities would view TIF with distrust and suspicion. In addition to
acknowledging the validity of these concerns, practitioners of TIF must
recognize its harmful history and its potential to inflict damage on vulnerable
communities. Only then can we work to reverse those harms by working
alongside those communities to foster a more equitable path for TIF and
economic development.

One urgent task for practitioners is to clearly communicate to residents that
the modern form of TIF authorized by Oregon law is wholly different from
the large-scale, top-down federal projects of the mid-20th century. Oregon’s
system is organized and driven by local governments with community
involvement, oftentimes even with voter approval. Practitioners should
keep an open mind and approach the topic of TIF in their communities
with a holistic view towards the history of TIF as well as the current public
perception about the tool. Whether or not the affected communities are
outspoken about a TIF plan, practitioners should actively reach out to and
include members of those communities in all stages of the planning and
execution of the TIF plan.

Because the discussions and policies on this topic are relatively new, there
are fewer best practices than there are current practices. Some best practices

2 U.S. Department of Commerce. Census Bureau. (2018). QuickFacts Oregon; United States. Retrieved
from https://www.census.gov/quickfacts/fact/table/OR,US/PST045218.

November 2019

13



1.INTRODUCTION AND OVERVIEW

are included below. Prosper Portland, formerly the Portland Development
Commission, has prioritized working on social equity, diversity, and inclusion
as it relates directly to the use of TIF, while acknowledging its discriminatory
practices in the past. Prosper Portland makes the following statement about
Inclusive Innovation,

“Making our industries and economy more inclusive is not just
good social policy, it’s vital to the long-term economic success of
our companies and our communities. Fostering a more equitable
Portland will attract an increasingly diverse workforce who will
see Portland as a place where everyone can succeed.”?

We believe there is an opportunity for the adoption of diversity, equity, and
inclusion policies and practices by communities throughout Oregon, both for
their internal organizations, as well as for their partnerships and project work.
The incorporation of diversity, equity and inclusion (DEI) policies into TIF
plans and projects should be a best practice for every TIF district in Oregon.

Best Practices

Modern TIF practitioners should ask and answer the following questions
related to projects funded through TIF. These questions aren't a check-list for
use at the end of a project, but a way of operating that should be conducted
early and often when considering the merit of policies, projects,and the
expenditure of TIF funds. We will discuss some specific suggestions and best
practices following this list:

Equitable Community Engagement

« How do you create equitable engagement with diverse
stakeholders?

«  What accountability measures do you have in place throughout
the TIF process?

+  Areyou conducting direct outreach to all community groups
that will be impacted by the TIF process? Extensive focus on
marginalized populations should be prioritized.

+  How do you reach out to diverse populations? Are you partnering
with nonprofits, service groups, or other organizations that have

direct connections with these community members?
Benefits

«  Who benefits? Who is impacted by the project or policy?

3 City of Portland. Prosper Portland. (2019). Inclusive innovation. Retrieved from https://prosperportland.
us/for-businesses/inclusive-innovation/.

14 November 2019 Best Practices for Tax Increment Financing Agencies in Oregon



1.INTRODUCTION AND OVERVIEW

«  Whatis the impact to current residents? This question should be
also answered by the communities themselves not just from the
policy makers or practitioners.

Disparities
«  What are the disparities and how are they being addressed?

« How can inequitable outcomes, like gentrification and
displacement, be avoided?

« How, and to what extent, can the use of public resources be used
to achieve equitable outcomes?

«  How can public funds, via the TIF process, be used to address
current and past inequities to achieve better outcomes?

Ways to Promote Engagement

Considering a new TIF district? Healthy dialog within your community, and,
specifically with the people in the area being considered is key. TIF works best
when it is ground-up—government responding to the needs of people and
groups- rather than top down. Perhaps you have an area your policy makers
are considering for a district? Use the questions above to engage with all
affected groups—get people involved, give them an opportunity to be a

part of the discussion and planning, and to be heard. It is the responsibility of
practitioners to go above and beyond to engage with those groups who may
be marginalized.

Adopt DEI Policies. Create policies specific to your community’s
commitment to these ideals. These may include equity statements, funding
policies, and/or minority and poverty assistance programs. You will want to
draw upon and seek harmony with your jurisdiction’s existing policies and
priorities on this topic.

Outreach and engagement. Outreach is key, and this may look different for
different groups or people. Ask yourself, are you effectively reaching different
groups? If not, what’s needed? Some communities have found it very helpful
to provide public meetings at different times of day or evening. Are there
working families in your community? Make sure you provide day care and
snacks at your meetings. Are there people in your community who speak
English as a second language? Bring in interpreters. Are attendance levels
low? Cultivate an awareness around the idea that some marginalized groups
may not be interested in attending a government event given the current
political climate. It may be necessary for you to engage with community
leaders or in small groups at locations such as churches, or local businesses.
Engage local leaders to help spread the word and to get people engaged and
involved.

November 2019
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- Engage with the community and the organizations that support
them. Building meaningful partnerships with local nonprofits and
community or business groups is a valuable way to create connections
to a community. As a practitioner, it is important to build relationships
with the people you are trying to engage with. This means circling
back and communicating updates, letting them know how their
feedback influenced policy and decision-making and how they can
continue to be involved.

- Tell your story. Quantify and tell the story of who you engaged
with and how you did that work. Work with local media and through
your social media channels to spread the word about your programs
and policies and continue to ask for stakeholder feedback and
engagement.

« Create an equity council or workgroup. Even small communities
can implement a workgroup, council, or committee who can work on
furthering inclusiveness and equity in your work. Recruit stakeholders
for these councils or workgroups from vulnerable communities,
people of color, or groups that you are working to hear from. Give
them a voice in your equity work.

Addressing Gentrification

Gentrification can be an unintended consequence of TIF investments in
communities. Gentrification is defined as:

“The process of repairing and rebuilding homes and businesses in a
deteriorating area (such as an urban neighborhood) accompanied by
an influx of middle-class or affluent people and that often results in the
displacement of earlier, usually poorer residents.” *

Practitioners should be aware of the potential for gentrification in their
districts and apply a thoughtful and intentional focus on many of the
questions outlined above. Will your district or project benefit those who
already live or work in the area? If not, how can you change it so it will? Are
there programs or policies you can create that will benefit and strengthen the
fabric of the existing community?

Examples of programs in this realm include; business assistance for women,
minority, or veteran-owned businesses, divers affordable housing types,

and rehabilitation of historic buildings with rent subsidies for marginalized
populations. If your community is looking at a larger-scale or new-
construction project, seek to raise the bar—include requirements for a
certain level of affordable housing units (i.e., Prosper Portland has committed

4 Gentrification. 2019. In Merriam-Webster.com. Retrieved from https://www.merriam-webster.com/dic-
tionary/gentrification.
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45% of their funds for affordable housing in their districts) or opportunities
for local populations.

The underlying purpose of TIF is to eliminate blight and blighting influences,
but this work needs to be done with a careful eye toward creating
opportunities and prosperity for those already living in the areas, rather than
excluding them or making these improvements to their detriment.

References, Examples, and Case Studies:

Government Alliance on Race and Equity (GARE)
A national network of governments working to address racial equity
issues.

Prosper Portland’s Neighborhood Prosperity Initiative: Cully
Boulevard Alliance

A great example of one of Prosper Portland's innovative use of
TIF funds to create equity, prosperity and engagement with local
communities.

SW Corridor Equitable Housing Strategy (City of Tigard and Metro)
Built in cooperation with Metro, this strategy seeks to create equitable
housing and economic development opportunities. While not
specific to a TIF district, there are some good examples of how they
are working to prevent displacement of vulnerable households and
increase housing choices for all income levels over the next 10 years.

November 2019
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2. Preliminary
Feasibility Studies

Feasibility studies are used to evaluate the potential political and economic
success of a TIF district. They typically entail less detail than a TIF plan and
report, and allow a jurisdiction to take a relatively inexpensive look at the
benefits and constraints of a proposed TIF district. There are no statutory
requirements for a feasibility study. Feasibility are usually completed prior
to writing a TIF plan. Exceptions to this may include, but are not limited to,
response to an opportunity that has certain time constraints that would not
allow for completion of a TIF feasibility study.

Best Practices for Tax Increment Financing Agencies in Oregon
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2.1 PUBLIC INVOLVEMENT

A. Background

Feasibility studies can either be an internal technical study to determine if
TIF would be an effective tool, or they can be a more fully vetted study that
incorporates input from stakeholders. Some jurisdictions prefer to examine
the technical aspects of TIF before including stakeholder input, as they may
decide not to proceed with a TIF plan depending on the outcome of the
initial technical study.

B. Statutory Provisions

ORS 457.085(1): Requires public involvement in all stages of development of
aTIF plan.

C. Discussion

Public involvement may include meetings with the jurisdiction’s staff and
elected/appointed officials (resulting in the creation of a technical advisory
committee). Or, it may include business district participants, residents,

and taxing jurisdictions (resulting in the creation of a community advisory
committee).

The technical advisory committee can ensure that projects are consistent
with the jurisdiction’s plans and can provide valuable information about

the cost of projects. They can also analyze a project in the context of other
jurisdictional needs and look at the impact of TIF on the overall city or county
budget.

The community advisory committee can provide important input on the
viability of projects and the willingness of the taxing jurisdictions to support
the effort.

For other ideas, refer to Section 4.1 Public Involvement.

D. Best Practices Tips

Stakeholder participation can assist a locality in adopting a TIF plan that has
been fully vetted with both public officials and community stakeholders. The
scope of the feasibility study should determine the amount of stakeholder
involvement.

Best Practices for Tax Increment Financing Agencies in Oregon

PARTNERSHIPS WITH
ADVOCACY GROUPS

In 2010 and 2011, the Hood

River City Council developed

the Hood River Heights Business
District Urban Renewal Plan

with cooperative input from the
Hood River Heights Business
Association (HRHBA). During

the feasibility stage, the HRHBA
met monthly in open public
meetings to review the boundary,
establish goals and objectives, and
establish and prioritize projects.
Once the feasibility study was
completed, the HRHBA reviewed
the components of the proposed
TIF plan and became an advocacy
group for the preparation of it. This
resulted in a widely supported TIF
plan.

November 2019 19



2. PRELIMINARY FEASIBILITY STUDIES

ADDING ADDITIONAL ACREAGE

Jurisdictions sometimes study the
possibility of adding more acreage
to a TIF district rather than the
specific area where projects will be
considered. This is done because
the larger area typically benefits
from the improvements and can
use the overall growth to help
establish the TIF district.

20 November 2019

2.2 AREA BOUNDARY

A. Background

ATIF feasibility study must be predicated on specific boundaries and, if
desired, specific alternative boundaries.

B. Statutory Provisions

ORS 457.420: Limits the percentage of acreage and assessed value that may
included in a TIF district. Cities with a population of more than 50,000 (15%)
and less than 50,000 (25%). The area must also be blighted in accordance
with ORS 457.010.

C. Discussion

Area boundaries are meant to include the entire blighted area where the
jurisdiction intends to undertake its projects and programs. For example,
if a jurisdiction is considering a commercial district in the downtown, it
makes sense to include all of the commercially-zoned properties in that
district. There are a few special circumstances to consider when establishing
boundaries:

o Cherry stems: There may be development opportunities or blighting
conditions that are not directly adjacent to the area being studied, but
which have a direct relationship to the main area. Those areas can be
added to the study area through a“cherry stem” (a small section that
connects one area to the other).

« Donuts: There may be an area within the potential boundary of a TIF
district that is not included in the TIF district. This may be because it is
a different land use, no projects are planned in that area, or because it
may not relate to the TIF district in some other way. It is acceptable to
establish a boundary and exclude that area, making a “donut.”’

- Non-contiguous areas: If a jurisdiction is considering adding an area
to a TIF boundary that is non-contiguous to the majority of the TIF
district, there should be a direct relationship between the two areas.
An example of a direct relationship could be that two districts support
one another in their activities, or that they are both commercial
districts.

Best Practices for Tax Increment Financing Agencies in Oregon
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D. Best Practices Tips

The most logical boundary encompasses the area that is blighted and which
will benefit from the use of TIF for projects and programs within the area.
Larger TIF districts should be carefully reviewed to avoid controversy in a later
stage of plan development.

A boundary including non-contiguous areas should be established only after
legal counsel review and approval. A cherry stem is the most conservative
method to address this situation and should be the first method explored.

2.3 BLIGHT

A. Background

Blighting conditions must be present in a TIF district. However, not
every parcel in a TIF district has to be blighted. Blighting conditions are
documented through an existing conditions analysis.

B. Statutory Provisions
ORS 457.010(1): Defines blight.

ORS 457.085 (3)(a): Identifies the requirements of a TIF report that identifies
blight.

C. Discussion

The existing conditions analysis includes data on:

« Land use

« Zoning

« Comprehensive plan designations
- Platting (if pertinent)

« The conditions of utilities in the area, including water, sewer,
and wastewater systems

- Conditions of the transportation system
« Economic analysis, including an investment to land ratio analysis, and
« An analysis of the social conditions of the area
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It should be noted that if a master plan or capital improvement plan exists
for public utilities, it can be analyzed for projects identified for the study area.
This analysis should include a cross-check by the jurisdiction’s engineer for
projects that have been completed or are going to be added to the master
plan.

Improvement to land ratio values is determined by analyzing the county
assessor’s data on properties within the area. The county assessor’s data
identifies the condition of vacant and underutilized land, the deficiencies

in the jurisdiction’s utility and transportation systems, and any issues in

the present platting of the properties within the area. This is the same
information that is required in the preparation of a report that accompanies a
TIF plan.

D. Best Practices Tips
Blighting conditions must meet the statutory definitions of blight.

2.4 PRELIMINARY PROJECTS
AND PROGRAMS

A. Background

Projects and programs are meant to address the blighting conditions of the
area and should help catalyze future developments.

B. Statutory Provisions

There are no statutory requirements for the identification of projects and
programs during the feasibility phase. However, the projects and programs
identified for a TIF plan ultimately need to comply with ORS 457.170.

After

C. Discussion

Ideally, projects are identified and prioritized based on their potential for
improving blighted conditions and encouraging the private development
that will provide the increment necessary to pay the TIF plan debt.
Prioritization must also be flexible enough to react to opportunities

to provide a match for grant programs and respond to development
opportunities as they arise. Local preferences will also influence project
choices.

FORT GEORGE
BREWERY REMODEL

Remodeled in 2009, the Fort
George Brewery has become a
major attraction in Astoria. The
project was funded through a
variety of loans and grants, some
of which were sourced through TIF.
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Projected costs should come from the city engineer and/or master plans or
capital improvement plans for infrastructure projects and other adopted
plans on the study area. Costs may also come from input from consultants
and/or other jurisdictions for projects and programs such as storefront grant
and loan programs and redevelopment assistance. At the feasibility stage

of review, the costs do not need to be detailed, but a general idea of the
magnitude of costs associated with the projects will enable the locality to
address the blighting conditions.

DEVELOP PARKING TO SUPPORT
DOWNTOWN BUSINESSES

The types of projects and programs typically used in TIF are:

Lake Oswego worked under a
redevelopment agreement with a
private developer for an anchor project
on the south end of the retail district

in downtown Lake Oswego. The City
paid for the construction of a structured
parking facility that was integral to the
development of the surrounding retail
and office space. The City now owns
and manages the parking facility, which
is adjacent to the highly successful
Millennium Park.

« Storefront grant and loan programs
+ Redevelopment grant and loan programs

+ Infrastructure projects, including streetscape, water, sewer,
wastewater, and undergrounding utilities

« Developing parking to support downtown businesses

- Development of public buildings

The above list is not exhaustive; there are other types of projects and
programs used in TIF.

D. Best Practices Tips

Projects should be identified that will address the blighting conditions in
the area and help to catalyze development in the area, thereby increasing
property values.
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2.5 COMPREHENSIVE
PLAN REVIEW

A. Background

A succinct review of the comprehensive plan and other plans and reports
enables the jurisdiction to ensure that a future TIF plan will conform to the
comprehensive plan and other local objectives.

B. Statutory Provisions

There are no statutory requirements for comprehensive plan review at the
feasibility study phase. However, ORS 457.085 (1)(d) and ORS 457.095(3)
address the need for a TIF plan to be in conformance with the comprehensive
plan.

STOREFRONT IMPROVEMENT C. Discussion

The review of the comprehensive plan and other adopted plans does not
require the full analysis that is required in the preparation of a TIF plan, but it
can help to ensure that these issues will not interfere with the adoption of a
plan. For example, if a jurisdiction would like to see a mixed-use development
on a site that is presently designated as industrial land and does not allow for
mixed-use development, that issue must be resolved before the adoption of
aTIF plan.

Coos Bay has a facade improvement
program that has contributed to its
revitalized downtown.

D. Best Practices Tips

A comprehensive plan should be reviewed in a feasibility study to identify
any issues that may need to be resolved before preparing a TIF plan.

STREET INFRASTRUCTURE

The Dalles TIF district provided
redevelopment financing to assist in
the redevelopment of the The Dalles
Brewery Grade.
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2.6 FINANCIAL ANALYSIS

A. Background

An initial assessment of the financial feasibility of a plan can determine if

the anticipated revenue sources, including tax increment revenues, will be
sufficient to cover the anticipated project costs. It is beneficial for estimates
of tax increment revenues to be based on an informed judgment of the types
and levels of development likely to occur within the TIF district.

B. Statutory Provisions

There are no statutory requirements for financial review at the feasibility
study phase. However, ORS 457.085(3)(f) and (g) require financial analysis in a
TIF plan.

C. Discussion

At the feasibility study phase, detailed cost estimates for specific projects
may be unknown. Jurisdictions often find that it is helpful for the emphasis
at this stage of analysis to be on understanding the order of magnitude of
the financial resources available, and whether or not those revenues seem
sufficient to cover estimated project costs in a reasonable time period. It

is useful to look at long-term historical trends as a starting place for future
growth assumptions. From there, adjust those projections to account

for known taxable redevelopment that is planned or in progress, current
market conditions, and anticipated projects that would stimulate additional
redevelopment.

Itis valuable to consider the timing of revenues and expenditures. Timing
can be particularly important when establishing the frozen base, and
determining the first year to receive TIF. The frozen base is the total assessed
value of the TIF district and is based on the most recent year of assessor’s
data. The first year to receive TIF is based on the first year that tax rolls are set
after adoption of the plan. For more on how the timing of plan adoption can
affect early year TIF revenues, see Section 4.9 Finance.

Other timing issues can arise when trying to finance projects early in the
life of a TIF district. Many lenders look at historical tax collections when
determining the terms of available financing. It may be difficult to obtain
financing for expensive projects in the early years of a TIF district, even if
preliminary projections show rapidly growing TIF revenues.

It is important to remember that TIF revenues do not equate to the dollars
available for projects. TIF revenues are used to pay debt service on debt
that pays for project costs. Thus, the financial feasibility analysis needs to
make general assumptions on the type of debt that will be incurred by the

Best Practices for Tax Increment Financing Agencies in Oregon

FORECASTED REVENUES

It is not always necessary (or
ideal) to focus on one specific
forecast of TIF revenues. Often,
jurisdictions model multiple
scenarios, presenting a range of
forecasts and showing the TIF
revenue potential under various
assumptions.
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TIF district, and the terms associated with that debt (e.g., interest rates,
coverage ratios, reserve requirements, issuance costs, and the amortization
period). Again, during the feasibility stage, it is not necessary to have all of
these assumptions nailed down, but it may be helpful to check with financial
advisors to ensure that the analysis is grounded in appropriate assumptions.

D. Best Practices Tips

A jurisdiction should conduct a preliminary financial analysis to ensure that
projected revenues are of an order of magnitude that is sufficient to cover
its anticipated project costs. Forecasts of TIF revenues should be based on
conservative assumptions of growth in assessed value.

A jurisdiction should account for inflation in its financial feasibility analysis.
It may be a decade or more before some TIF projects are funded. Even with
conservative inflation assumptions of 3% per year, project costs can increase
by more than 33% in a decade. A jurisdiction should cite the source of its
inflation assumptions (e.g., consumer price index, construction cost indices,
etc.).

Also, a jurisdiction should include some funding for administrative costs
throughout the life of the TIF plan. If, at the feasibility stage, a jurisdiction
wants to recover the costs of conducting the feasibility study and
development of the plan, it must identify those activities as a project of the
plan.

2.7 IMPACTS ON TAXES IMPOSED
BY OVERLAPPING TAXING
DISTRICTS

A. Background

Taxing districts are understandably concerned about the impact of TIF on
their future tax revenues. During the operation of a TIF plan, the taxing
districts will forego any increase in property taxes within the TIF district.

The reason for pursuing TIF is to increase the value of properties in the TIF
district, thereby increasing the property tax revenues. At the termination of
aTIF district, taxing districts will receive the benefit of the use of TIF, if the TIF
district was successful at increasing the taxable assessed value.

Best Practices for Tax Increment Financing Agencies in Oregon
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B. Statutory Provisions

There are no statutory provisions for analyzing the impacts on taxing
jurisdictions in a feasibility study. However, ORS 457.085(3)(h) requires the
analysis of impacts on taxing jurisdictions in a TIF plan.

C. Discussion

Financial analysis of the revenues foregone by overlapping taxing districts is
required in a TIF plan, and therefore it can be helpful to conduct this analysis
during the preliminary feasibility study. The analysis can show the impact

on other jurisdictions without new development, using the average annual
appreciation rate in the area, and the impact of new development using
projections developed within the feasibility study. A key factor to consider is
whether the projected new development would occur regardless of TIF, and,
therefore, whether those taxes should be considered as foregone, or whether
the taxing district would not have seen that growth but for the establishment
of the TIF district.

It can be beneficial to involve taxing districts in the information sharing
about a potential new TIF district. The jurisdiction may benefit from the
participation of special districts in the collaborative effort to design projects
and programs to benefit the TIF district.

Analyzing the impact to taxing districts entails estimating the taxes that may
be foregone by overlapping taxing districts from the division of taxes for the
TIF plan. Again, these would be the taxes that would have been generated by
growth, with or without the TIF plan. At the feasibility stage, estimating the
order of magnitude of impacts is typically all that is necessary. This will help
the governing body understand how a TIF plan would affect overlapping
taxing districts before it proceeds with creating a plan.

To determine the impact to other taxing districts, a jurisdiction must first
estimate what the future assessed value of the TIF district would be without
TIF. Then the future assessed value without TIF must be multiplied by the
permanent tax rates for all overlapping taxing districts." If the TIF district is
anticipated to experience revenue sharing, then the revenue sharing amount
is added to calculate the total impact to taxing districts. It may also be helpful
to calculate what the positive impact to taxing districts would be in the first
year that the TIF district is scheduled to end. This will provide affected taxing
districts with an estimate of the revenue they would forego in the early years,
compared to the benefit they will receive in later years. Table 1 (on the next
page) shows an example of a table summarizing the impacts of an existing
TIF district.

—_

. Local option levies are excluded from the consolidated tax rate for new TIF districts, as are general
obligation bonds approved after 2001. Even if there are general obligation (GO) bonds approved prior
to 2001, a new TIF district would affect the bond rate, but not the amount of the levy collected, and
therefore would have no fiscal impact on a jurisdiction’s GO bonds collection.

Best Practices for Tax Increment Financing Agencies in Oregon
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Table 1. Summary of impacts of an existing TIF district

Included in TIF Annual
Consolidated Incremental Foregone
Rate Type Tax Rate Rate? Value Revenue
IMPACTS ON SCHOOL Permanent $4.0000 Yes $ 10,000,000 $ 40,000
DISTRICTS Local Option Levy $1.0000 No $ 10,000,000 $ -
General Obligation Bond
When considering the impact on Approved prior to Oct. 2001 $0.7500 Yes $ 10,000,000 $ 7,500
taxes imposed by overlapping Approved after Oct. 2001 51.2500 No b 10,000,000 $ -
Total $7.0000 $ 10,000,000 $ 47,500

taxing districts, it should be noted
that school districts are affected
differently than other types of
taxing districts.

D. Best Practices Tips

An analysis of the impacts on taxing jurisdictions should be an integral
component of a feasibility study, and should be reviewed with the taxing
jurisdictions if the jurisdiction intends on pursuing development of a TIF plan.

Property taxes were once the
primary funding source for K-12
schools, and tax rates varied

by district. Today, the State
“equalizes” school funding, using
a formula that takes into account
property tax revenue generated
at the school district level and
revenue from the State’s coffers
generated by the statewide
income tax, Oregon Lottery, and
intergovernmental revenues.

Taxing districts should be involved in the information sharing about a
potential new TIF district and should participate in the collaborative effort of
designing projects and programs that will benefit the TIF district. Although
TIF does not have a direct impact on local school district funding, it is
important for school districts to also be included in the information sharing
process so that all stakeholders understand the extent of the potential
impacts.

Allocation of State revenues to
local school districts comes in
the form of general purpose
grants. The primary driver of
State allocation is the number
of students in each district. This
means that local property taxes
generated by a school district
have no direct impact on school
funding in that district. Thus,
any impacts that a TIF district
may have on local school district
property tax revenues would
have no direct impact on school
funding in that district.

2.8 GAPS AND ISSUES

A. Background

A feasibility study is used to assess the preliminary viability of using TIF for
redevelopment. It will identify the gaps and issues that could arise if the
jurisdiction plans to proceed with the preparation of a TIF plan. These may be
technical or political issues, which are elaborated on below.

B. Statutory Provisions

There are no specific statutory provisions for feasibility studies.

C. Discussion

The types of gaps and issues are generally either technical or political in
nature. Technical issues often include:
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* More project expenditures than projected TIF revenue. Once
preliminary TIF district boundaries are identified, many jurisdictions
will fold extensive projects outlined in their capital improvement plans
and transportation systems plans into consideration for TIF assistance.
Those projects, in addition to projects and programs targeted to
directly promote redevelopment of the TIF district (e.g., rehabilitation
loan programs, site assembly, and storefront improvements) can result
in a very long list. If the total estimated cost of these projects exceeds
the financial projections for tax increment funds, the projects will
need to be prioritized and reduced to a level that can be reasonably
funded through TIF. If the projects cannot be reduced, the jurisdiction
will need to look for other sources of funding that can potentially be
leveraged with TIF.

» Lack of funding in the early years. Most TIF districts have very small
amounts of TIF cash flow in the early years, which limits their bonding
capacity. This sometimes means that a jurisdiction may need to defer
larger scale projects that rely on TIF for a period of time. A jurisdiction
that chooses to initiate projects and programs earlier on can borrow
from sources other tha TIF bonds (although some of these sources
will have restrictions on how their monies can be used). Alternative
sources can include: general fund, GO Bonds, enterprise funds from
transportation, public works or other departments, private lenders,
and tax anticipation notes based on TIF projections from the TIF
district. All of these can be repaid by future TIF cash flow or by issuing
a TIF bond once that becomes viable.

* Revenue sharing impacts length of the district. Revenue sharing
needs to be planned for and TIF districts should accommodate
projected changes in TIF revenue (i.e., adjusting project goals and/
or securing non-TIF resources to complete projects). The options are
either to lengthen the estimates for the time frame of the TIF district or
to reduce the amount of money to be used.

« A comprehensive plan needs to be updated to conform with the
present desires of the jurisdiction. When a jurisdiction is considering
redevelopment, it will often require changes to the underlying zoning
and comprehensive plan designations. The adoption of a TIF plan
requires that the plan be in conformance with the comprehensive
plan. There may be instances where the comprehensive plan should
be updated before a TIF plan can be adopted.

« Compression impacts financial feasibility. The financial feasibility
plan needs to take into account the impact of compression in the
analysis, understanding that the analysis is an estimate and cannot
account for unexpected changes in economic dynamics.

Best Practices for Tax Increment Financing Agencies in Oregon November 2019 29



2. PRELIMINARY FEASIBILITY STUDIES

30

November 2019

The major political issues identified are:

Impacts on taxing jurisdictions, including the jurisdiction pursuing
the TIF plan. Other taxing districts will forego revenues upon the
adoption of a TIF plan. There are many instances where the taxing
jurisdictions are aware of that impact and are supportive of the efforts
of the jurisdiction to implement TIF. They understand the overall
impact TIF can have on the community and feel that the overall
benefit is positive. However, there are also taxing districts who feel
they cannot forego tax revenues. The jurisdiction must decide how

to balance the needs of the taxing jurisdictions with the needs of the
community.

Lack of support for the proposed redevelopment. The jurisdiction
may be proposing redevelopment in an area where there is not
support for the redevelopment. This is an issue that is best resolved by
the jurisdiction prior to proceeding with the adoption of a TIF plan.

Need to go to a public vote. Some jurisdictions require that voters
approve new TIF plans or substantial amendments to existing plans.
Such approvals could add time to the district formation process.
There may also be extra work required to effectively and legally
communicate the objectives of TIF to voters.

Changing council before adoption. If the TIF feasibility process spans
a council election, there is a risk that the composition of the council
and support for TIF could change before the analysis is complete.

D. Best Practices Tips

Itis helpful for governmental entities to perform feasibility studies,
identifying issues and gaps, prior to creating a TIF agency.
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3.Creating a
Tax Increment
Financing Agency

TIF agencies are separate and unique entities that may be activated by
municipal entities (cities or counties) via authority of Oregon Revised Statutes
(ORS 457.035).

As a separate entity, the elected municipal governing board must establish
the governing structure of the TIF district, through appointment of a board.
This decision may be influenced by a number of factors discussed in this
section, as well as other components such as the various projects and
programs that are considered for inclusion in the TIF district’s Plan.
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3.1 ESTABLISHING THE BOARD

A. Background

Urban renewal agencies are governed by a separate and distinct board from
the municipality by which it was formed. The municipal entity that creates
the TIF district is responsible for determining the structure of the board, as
provided by ORS 457.045.

B. Statutory Provisions

ORS 457.045 provides that a municipality’s governing body may choose to
exercise the powers of a TIF agency by:

«  The municipality’s housing authority,
« Aseparate board or commission of no fewer than three members, or

« By the governing body itself, acting as a governing body separate
from the municipality they were elected to represent.

A housing authority functioning as a TIF agency must appoint an advisory
board, but otherwise, advisory committees are not required.

C. Discussion

Historically, in Oregon, elected municipal officials have generally desired
substantial control over TIF decisions. Therefore, most TIF agency boards
consist of the members of the city council or county commission. Of those TIF
agencies where the municipality’s governing board created boards consisting
of non-elected officials, some require that at least one member of the board
be an elected municipal official.

The governing bodies of municipalities just starting a TIF program can
sometimes find it difficult to decide whether to establish a separate board
or retain direct authority. There are examples where municipalities have
created a separate board and later decided to return authority to the
elected governing body. The agency board may also decide whether or not
to designate one or more advisory committees, and if so, the board also
determines what functions the committee(s) should serve.

The following two books have been suggested as a reference if additional
information on governance guidance is needed. First, Corporate Governance
Best Practices: Strategies for Public, Private and Not-for-Profit Organizations,

by Frederick Lipman and Keith Lipman. Second, Practitioner’s Guide to
Governance as Leadership: Building High-Performing Nonprofit Boards, by Cathy
Trower.
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1. Relationship between board and staff

The success of the TIF district is very much dependent upon the staff and the
support they receive from the TIF agency board. What often undermines the
success of an organization are conflicts of interest, either actual or perceived.

Practically speaking, there are very few TIF agencies that have the staff
resources to operate independently. Although the TIF agency may have staff
dedicated to TIF projects and activities, the agency is generally supported
by departments in the rest of the municipal organization, such as finance,
planning, public works, and city or county management. This reality makes it
very challenging for staff should there be two separate and distinct boards.

2. Duty of loyalty

The duty of loyalty to a distinct entity may be addressed through the
recognition that the TIF agency is a component unit of its founding
municipality. In other words, loyalty belongs to the parent entity (i.e., the
municipality that created the TIF agency).

TIF functions and activities are generally specific and limited. The TIF agency’s
authority is controlled not only by state law but also by policy documents.
The TIF plan specifies the projects and activities to be undertaken, the
estimated cost of projects and activities, the maximum amount of funding,
and the estimated timeline.

Each TIF plan is different, with various projects and activities of the TIF
agency supporting the overall vision. Therefore, each TIF agency has different
leadership and governing requirements, and these may vary from time to
time during the life and implementation of a TIF plan.

3. Municipal governing board vs. appointed board configuration

There are advantages and disadvantages to each of the two options currently
used in Oregon (no housing authorities currently exercise TIF powers).

Best Practices for Tax Increment Financing Agencies in Oregon
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Table 2. Overview of Board Structure

ELECTED CITY OR COUNTY
OFFICIALS

APPOINTED BOARD

Direct oversight Retained Compromised
of elected officials
Perception of Retained Perception may be that

decision being
final

decisions may be challenged

Public attendance
at meetings

Improved attendance
(other business)

Attendance may be reduced

Representation of
board

Limited to elected officials

Board members with
unique qualifications can be
recruited

Accountability

Accountable to voters

Accountable to elected body

Stability Potential to be less stable Generally more stable
(subject to change with each
election)
Sufficient Heavy demands of the Generally more direct
attention primary entity may reduce attention

attention—involvement with
other related issues may offset

4. City council or county commission as agency board

The advantages of designating the city council/commission or county
commission as the TIF agency board include:

- Direct oversight is retained by the municipality’s elected officials.
Given the scope and importance of decisions regarding TIF in most
communities, this degree of oversight is important.

« Decisions will be considered final, as opposed to the decisions of a
separate board, which might be appealed to the governing body.
(However, the decisions of a separate TIF agency board in undertaking
an adopted TIF plan are not, strictly speaking, appealable to the
municipal’s governing body).

« TheTIF agency’s board meetings may be better attended if held
concurrently with council or commission meetings.

Best Practices for Tax Increment Financing Agencies in Oregon
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The disadvantages of this form of governance include:

« Representation on the TIF agency board is limited to the elected
municipal officials. Opportunities for other qualified or interested
citizens (e.g., real estate developers, lenders, and other experts) to
directly participate in agency governance are eliminated.

« Board membership can be unstable (i.e., subject to change with each
election, potentially resulting in a lack of continuity in TIF agency
governance and decision-making). This instability is often mitigated by
continuity among staff, legal representation, and advisors.

« TIF agency decisions may be, in part, based on political agendas rather
than sound development considerations.

« TIF agency issues may not receive sufficient attention from board
members who often have heavy demands placed on them in their
roles as city council or county commission members. This can be
mitigated by the use of advisory committees (ad-hoc or otherwise).

+ Actual or perceived conflicts between the TIF agency and the
municipality may exist, making it more difficult for these interests to
be kept separate.

«  TheTIF agency board may not be as willing to advocate for their
interests when they conflict with municipal interests.

« Insome cases, there may be confusion as to which legal body has the
authority to make a particular decision.

5. Separate agency board

The advantages of designating a separate TIF agency board include:

« The board’s full attention can be given to TIF matters.

« The board may be more likely to represent the interests of the TIF
agency in those circumstances where there may be conflicts with the
municipality.

« The potential conflict of interest is limited as the TIF agency is a
component unit of the parent municipality.

+ TIF agency decisions might be more likely to be made on the basis of
sound development considerations.

« Board membership may include one or more elected officials in order
to retain a measure of direct oversight by the municipal governing
body.

« There may be other unintended consequences associated with
appointing fewer than all elected officials to an advisory committee.
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« Perception, real or not, that the appointed elected officials speak for
the majority of the municipal governing board.

+ Potential communication issues created by filtering information.

« Board membership may represent particular areas of expertise,
interests in the community and/or within the TIF district.

The disadvantages of this form of governance include:

« The municipal governing body may be unwilling to truly delegate
authority to a separate board, resulting in second guessing board
decisions.

+ The board is less accountable to the voters of the municipality.

« Board decisions may not be considered final by the public. They may
be appealed to the governing body, causing delays or reversals of
board decisions.

« In smaller organizations where the same staff that perform city
or county functions also perform TIF functions, the potential for
conflicting direction increases.

6. TIF boards in Oregon

In Oregon, a majority of TIF agencies are governed by the elected officials of
the municipality by which it was created. Additionally, there are examples
within the state of the elected body of the municipality changing the board
composition to address changes in conditions within the community or the
TIF plan.

Table 3. Elected boards vs. appointed boards

ELECTED CITY ORCOUNTY APPOINTED BOARD

OFFICIALS
Number of Retained Compromised
agencies
Advisory boards  Retained Perception may be that

decisions may be challenged

Changeinboard Improved attendance - other  Attendance may be reduced
composition business
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D. Best Practices Tips

Elected officials of the municipal governing board are encouraged to give
serious consideration to the issues presented above. They should also
consider public comments about the various options for board composition,
given their specific plan, community, and other issues, prior to forming the
TIF agency and/or making changes to an existing agency board.

If the municipal governing board chooses to appoint a separate group,
whether that group includes one or more elected municipal governing board
members or not, the municipal governing board is encouraged to document
desired board member profiles, roles and responsibilities for the board, its
members, and the governing body.

3.2 ADVISORY COMMITTEES

A. Background

Any TIF agency board may appoint an advisory committee, although advisory
committees are more frequently appointed by boards that consist of the
municipal governing body. Advising committees can be either long-standing
or ad-hoc to respond to specific issues.

B. Statutory Provisions

There are no statutory provisions for advisory committees.

C. Discussion

Appointing an advisory committee(s) can help mitigate some of the
disadvantages of having the city council or county commission serve as the
TIF agency board.

« Advisory committees can devote their full attention to TIF issues, and
the TIF agency board can choose to heavily rely on their advice.

« Advisory committees can also broaden participation in TIF decisions
and can represent varying interests and expertise in the community.

«  Municipalities should be aware that advisory committees may have
a tendency to desire direct decision-making authority when it is not
desired by the TIF agency board, which can lead to conflicts with the
TIF agency board.
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+ Increase the efficiency of an organization

length of time commitment

advisory committee recommendations.

its effectiveness.

Table 4. Ad-hoc committees vs. standing committees

« TheTIF agency board can also decide whether the committee is to
advise on all TIF issues, or only on certain types of issues.

+ Ad-hoc committees may serve the TIF agency board best because they
have a limited scope and time frame. This may serve to:

+  Reduce potential conflicts in authority with elected boards
« Increase ability to recruit experts for a given project or program

«  Expand the field of potential committee members due to reduced

« ATIF agency board can give consistent and substantial weight to

« Though the TIF agency board is not bound by advisory committee
recommendations, if such recommendations are not given a
prominent place in board decisions, the advisory committee will lose

« Ad-hoc committees can be assigned to specific projects or programs.

authority with elected officials

AD-HOC STANDING
COMMITTEE COMMITTEE
Dedicate full attention to agency Yes Yes
activities
Broaden participation in agency Yes Yes
activities
May desire direct decision authority  Less likely More likely
Limited scope and time line Generally Generally no
Increase efficiency of staff Generally Possibly, but less
often
Reduce potential conflicts of Generally Possibly, but less

often

Increase potential to recruit experts  Yes

More so than elected
bodies, less so than
ad-hoc committee

Expanded pool of potential members Yes
due to reduced time commitment

More so than elected
bodies, less so than
ad-hoc committee
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D. Best Practices Tips

If the board consists of the municipal governing board, AORA encourages
the use of ad-hoc committees to advise the municipal governing board on
various projects and/or programs.

If jurisdictions decide to create continuing advisory committees, then these
committees should have clear and defined parameters, and those parameters
should include topics like: purpose, composition, term-limits, staffing costs,
etc.
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4. TAX INCREMENT FINANCING PLAN

CHAPTER CONTENTS

This chapter contains the
following sections:

4. Tax Increment
Financing Plan

4.1 Public Involvement
4.2 AreaBoundary
4.3 Goals/Objectives

4.4 Projects Funded with

TIE Revenue ATIF plan sets out the parameters of the actions to be undertaken in a TIF

district by a TIF agency. It is important to consider all issues in preparation
of a TIF plan because implementing substantial amendments to a TIF plan is
very time-consuming and expensive.

4.5 Comprehensive Plan and
Economic Development
Plan Review

TIF plans must be proposed by a TIF agency (ORS 457.085)(2). Therefore, if a

jurisdiction is considering adopting a TIF plan, they must first establish a TIF

agency.

4.6 Procedural Requirements for
Approval of a Plan

47 TIFR . . .. .
eport The statute requires a TIF agency to provide opportunities for public

48 Blight involvement in all development stages of a the development of a TIF plan.

49 Finance
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URBAN RENEWAL PLAN COMPONENTS

A description of each TIF project to be undertaken

An outline of the major project activities planned for the TIF district or areas.
A map and legal description of the TIF districts of the plan.

An explanation of how the plan relates to local objectives.

Pes B9 =

The relevant objectives of the local comprehensive plan and other council
adopted related plans are discussed.

6. An indication (map and text) of proposed land uses, maximum densities, and
building requirements for each TIF district.

7. TIF plans no longer regulate land uses, and this section of the statute is obsolete,
but has not been repealed. Therefore, the plan should consist of a reference to the
jurisdiction’s comprehensive plan and implementing ordinances.

8. A description of relocation methods for residents or businesses that must move
because of TIF agency projects.

9. A description of property to be acquired by the TIF agency (if any) and how it
will be disposed of (e.g., sale or lease), along with a schedule for acquisition and
disposition.

10. If the plan calls for the use of TIF, the maximum amount of indebtedness to be
issued or incurred.

11. A description of which types of changes to the plan are to be considered
substantial amendments (See Section 5.3 Substantial Amendments). Duration
provisions of TIF plans are not required by statute. Localities may want to impose
durations, and if they do, they become another provision of the plan. Ifimposed,
the plan should specify how those provisions might be amended, if at all.
Typically, jurisdictions want TIF districts to be active for a period of 20 to 30 years,
though it is not uncommon for a TIF agency to take longer than 30 years to repay
the debt.

12.If the plan calls for the development of a public building (e.g., a fire station), an
explanation of how the building serves or benefits the TIF district.
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BEAVERTON TIF PLAN

The City of Beaverton met
extensively with the general
public, key stakeholders and the
affected taxing districts when it
was creating its Downtown TIF
Plan. During this public outreach,
a key concern was the duration
of the Plan. At first, there was a
desire to have a hard stop date in
the Plan for the last year to issue
debt, but the community realized
the potential danger of limiting
their Plan from accomplishing

all of the desired projects.

After reviewing the detailed

TIF estimates and projections

of borrowing capacity, the

TIF Advisory Committee felt
comfortable that the maximum
indebtedness could be repaid

in a 30-year timeline, which
lessened the need to include a
hard end date.

Ultimately, a compromise was
reached, and the Plan includes
a provision that calls for all
affected taxing districts to
reconvene in 20 years to review
the history of the TIF district,
evaluate the remaining projects,
maximum indebtedness, and
TIF projections, and make

a recommendation to the

TIF Advisory Committee as

to whether the Plan should
continue, or if amendments

are needed to ensure that the
TIF district repays all debtin a
reasonable timeframe.
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4.1 PUBLIC INVOLVEMENT

A. Background

Public involvement is a key component of all phases of TIF planning, from
the inception of a TIF district to the ongoing administration of the TIF plan.
Involvement needs range from including the public as a whole to including
the specific affected local taxing jurisdictions. Adoption of a TIF plan goes
much more smoothly when there is significant public support for the plan.

Some localities have included a public vote for establishing TIF agencies,
approving TIF plans, and making substantial amendments as a component of
their public involvement.

B. Statutory Provisions

«  ORS 457.085 (1) requires that a TIF agency shall provide for public
involvement in all stages of the development of a TIF plan.

«  ORS 457.085(4) and ORS 457.085(5) require that new plans or
substantial amendments must be presented to the planning
commission of the jurisdiction and to the governing bodies of taxing
districts affected by the plan.

« ORS 457.437 requires that the TIF agency meet with the governing
body of any jurisdiction affected by the plan.

«  ORS 457.095 and ORS 457.120 require that direct notice be sent (by
the jurisdiction) to individuals or households within certain areas in
addition to the normal notice provisions of a jurisdiction for a public
hearing on a new plan or substantial amendments.

« ORS 457.460 requires annual reports be prepared and published in
the newspaper at least two times a year. HB 2174 (2019) mandated
these annual reports include an update on maximum indebtedness.
In addition, the report must be distributed to each affected taxing
district, and those districts must offer a representative to be available
to consult with the TIF agency and answer questions.

« ORS 457.095 requires notice of adoption of a TIF plan.

The statutory requirements are for public involvement in all stages of the
development of a TIF plan. The ranges of involvement are shown on the next

page.

Best Practices for Tax Increment Financing Agencies in Oregon



4. TAX INCREMENT FINANCING PLAN

C. Discussion

The minimum required by statute: Two opportunities for general public
review and input are required by statute: the TIF plan and accompanying
report are forwarded to the planning commission prior to presenting it to
the governing body (city council or county commission) (ORS 457.095). The
planning commission meetings are open to the public, so therefore, the
public has an opportunity for comment at this point in the preparation of a
plan.

Approval of a TIF plan by a city council is by non-emergency ordinance (ORS
457.095). In most localities, this means two readings of the ordinance. The
first reading is a public hearing that has been noticed by mail to the public
group required in ORS 457.120. The second reading does not typically include
public testimony, but testimony can be accepted at the discretion of the city
council.

The TIF plan must also be sent to the governing body of all affected taxing
jurisdictions. The TIF agency should consult and confer with the taxing
jurisdictions prior to presenting the plan to the governing body for approval.
(ORS 457.085)(5). In addition to sending the plan by mail, the TIF agency may
also contact the taxing jurisdictions personally and may agree to present the
plan to the taxing jurisdictions’ boards if requested.

The jurisdiction must publish notice of the adoption of a TIF plan within four
days of adoption.

Other options for review:

« Forming an advisory committee for the development of the TIF plan.
The advisory committee can be a combination of residents, business
owners, city or county staff, affected taxing jurisdictions, and elected
officials. The committee can meet a few times or meet and provide
input on all key portions of a TIF plan.

« Holding a public hearing specifically to provide information on TIF and
the proposed plan.

« Establishing a web presence by both posting the proposed plan and
posting information about the opportunities for public input.

« Having one or more public open houses where the public is invited to
participate actively in planning (e.g., putting dots on specific ideas for
projects and voting for key concepts).

« Using social networking tools such as Twitter and Facebook to
broadcast meetings and solicit feedback.

« Working with the local business district to provide input to TIF
decisions.

Best Practices for Tax Increment Financing Agencies in Oregon

PROSPER PORTLAND PUBLIC
INVOLVEMENT

In 2010-2012 the Portland
Development Commission (now
Prosper Portland) worked with

a diverse advisory committee to
make recommendations for the
amendment of the Interstate
Corridor Urban Renewal Plan.
Staff averaged 30 tweets per
meeting for the monthly meetings
from August 2009 to May 2010.
Between 60-75 citizens came to
each of the planning meetings,
all of which were open for public
testimony.

PHILOMATH PARTNERSHIPS

In 2010 the Philomath Downtown
Association’s input was the key
force in the decision to amend
the existing TIF plan to increase
the acreage, designate new
projects which would support
the downtown business core,
and increase the maximum
indebtedness.
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« Mailing to households within the TIF district to provide information or
invite them to public meetings.

«  Some communities require a public vote prior to establishing a TIF
agency.

« Some communities require a public vote on adoption of an ordinance
implementing a TIF plan

D. Best Practices Tips

The jurisdiction should create a public involvement plan suitable for local
conditions prior to embarking on the TIF creation process. The public
involvement plan should be reviewed periodically to ensure it is meeting the
needs of the community.

Community input should be considered when determining the targeted
duration of a TIF plan. However, best practice is to let the maximum
indebtedness serve as the limiting factor on plan duration, rather than
including a provision in the plan that defines a final date for either issuing or
repaying debt. The financial analysis that accompanies a TIF plan (described
in Section 4.9) will show the likely timeline necessary to incur and repay the
maximum indebtedness of the plan.

4.2 AREA BOUNDARY

A. Background

ATIF plan must be predicated on specific boundaries.

B. Statutory Provisions

ORS 457.420:Limits the percentage of acreage and assessed value that may
included in a TIF district. Cities with a population of more than 50,000 (15%)
and less than 50,000 (25%). The area must also be blighted in accordance

with ORS 457.010.

C. Discussion

Area boundaries are meant to include the entire blighted area where the
jurisdiction intends to undertake its projects and programs. For example,
if a jurisdiction is considering a commercial district in the downtown, it
makes sense to include all of the commercially-zoned properties in that
district. There are a few special circumstances to consider when establishing
boundaries:
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« Cherry stems: There may be development opportunities or blighting
conditions that are not directly adjacent to the area being studied, but
which have a direct relationship to the area. Those areas can be added
to the study area through a“cherry stem,”a small section that connects
one area to the other.

« Donuts: There may be an area within the potential boundary of a TIF
district that is not included in the TIF district. This may be because it is
a different land use, no projects are planned in that area, or may not
relate to the TIF district. It is acceptable to establish a boundary and
exclude that area, making a“donut.”

« Non-contiguous areas: If a jurisdiction is considering adding an area
to a TIF boundary that is non-contiguous to the majority of the TIF
district, it should only be done when there is a direct relationship
between the two areas. An example of a direct relationship could be
two districts that support one another in their activities, or are both
commercial districts.

Jurisdictions sometimes study the possibility of adding more acreage to a

TIF district than the specific area where projects are going to be considered.
This is done because the larger area typically benefits from the improvements
and can use the overall growth to help establish the TIF district. This potential
boundary adjustment should be carefully reviewed, as the constituents from
the added areas often request to be removed from the TIF boundary in later
stages of the process, especially if the main area is a commercial area and the
added area is residential.

It can be challenging to determine exactly how much property to include

in a TIF district. The TIF district needs to be blighted, and property in the TIF
district should have a clear connection to projects in the TIF plan. Drawing a
boundary that is too small, and includes only severely blighted properties,
could generate insufficient TIF. On the other hand, drawing a boundary that is
very large and has less blight is likely to generate more TIF, but can be viewed
as a value grab, and could open up the TIF district to criticism.

D. Best Practices Tips

The most logical boundary encompasses the area that is blighted and which
will benefit from the use of TIF for projects and programs within the TIF
district.

Any non-contiguous boundary should be established only after having legal
counsel review and approval.

A cherry stem is the most conservative method to address this situation and
should be the first method explored.

When determining the boundary for a TIF district, jurisdictions should
balance the need to generate sufficient TIF to implement the projects defined

Best Practices for Tax Increment Financing Agencies in Oregon
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in the TIF plan, and the need for property in the TIF district to be blighted and
have a clear connection to the projects in the plan.

4.3 GOALS/OBJECTIVES

A. Background

Urban renewal plans typically begin by stating the goals and objectives for
the TIF district.

B. Statutory Provisions

There are no statutory requirements for goals and objectives.

C. Discussion

The basis for the goals and objectives of a TIF plan usually comes from
the comprehensive plan and other adopted plans for the TIF district.
Many jurisdictions will have specific planning activities that will spur the
desire for TIF as an implementation tool (e.g., an action plan for realizing
comprehensive plan goals, area plans for downtown commercial districts,
Main Street actions, economic development plans, and other planning
activities). These documents may be used as a basis for drafting goals and
objectives for a TIF district.

The draft goals and objectives may then be reviewed by city or county staff
and by stakeholders. The input from staff and stakeholders helps refine the
goals and objectives and prioritizes them. Identifying the goals for the TIF
district makes the project prioritization process easier, as those projects that
help to fulfill the goals and objectives become priorities.

Well-written goals and objectives will help a TIF agency keep its focus as it
begins accruing sufficient revenues to actually start working on projects.
There is always a multitude of ways to spend funds, and it takes discipline to
stick to the goals and objectives of a TIF district.

D. Best Practices Tips

Goals and objectives should provide a clear identification of the desire to
address the blight in a TIF district and make the area function at a higher
level. Well-written goals and objectives will help an agency keep its focus on
activities that will improve the area. If the primary goals and objectives for
the area change, the goals and objectives for the TIF plan should be revised
to appropriately reflect those changes.
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4.4 PROJECTS FUNDED WITHTIF

A. Background

When proposing a TIF plan, the TIF agency must determine the scope and
types of projects that are appropriate for inclusion in TIF plan and the use of
tax increment funds.?

B. Constitutional and Statutory Provisions

The Oregon Constitution, Article IX, Section 1c requires that tax increment
funds be used only to pay any indebtedness incurred for the redevelopment
or TIF project.

ORS 457.010(15) defines a TIF project as: Urban renewal project or ‘project’
means any work or undertaking carried out under ORS 457.170 in a TIF area.

ORS 457.170 lists the projects that may be undertaken in a TIF plan.
ORS 457.010(15) establishes the definition of a TIF project.

ORS 457.170 lists types of projects that may be funded with tax increment
revenues.

ORS 457.085 (2)(a) requires that the TIF plan include a description of each
project.

ORS 457.085 (3)(d) requires that the TIF report include the cost of each
project and the source of monies to pay such costs.

ORS 457.085(3)(e) requires that the TIF report include the anticipated
completion date for each project.?

ORS 457.085 (2)(j) describes additional TIF plan requirements when projects
include public buildings.

HB 2174 (2019) outlines the requirements for TIF agencies to gain approval
from taxing districts.

C. Discussion

Statutory provisions govern the types of projects that may be funded with
tax increment funds. ORS 457.170 lists the following types of projects:

2. For purposes of this section, “tax increment funds” means the proceeds of debt issued or incurred by a
TIF district, for which the TIF district has pledged its collection of taxes allowed by ORS 457.440 - 457.470
for repayment.

3 This statute was rearranged as part of HB 2174 (2019)
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STOREFRONT GRANT AND
LOAN PROGRAMS

Florence has a facade
improvement program that
has contributed to successfully
revitalizing its downtown area.

SEWER INFRASTRUCTURE

In 2007, Hood River County
developed a TIF district to assist in
the financing of a sanitary sewer
system for an unincorporated

area of the county. The area was
classified as a health hazard
because of failing septic tanks. The
County established a sewer service
district to assess property owners
for a part of the system, but
reduced the costs to the property
owners through a TIF program.
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CITY OF FLORENCE WATER LINE
INFRASTRUCTURE

In 2010 the City of Florence
decided that the most important
project for the redevelopment of
their TIF district was the provision
of a water line sufficient to support
new redevelopment of major
portions of vacant, underutilized
properties.

REDMOND INDUSTRIAL
PROPERTIES

The Redmond South Airport TIF
district was formed to provide
infrastructure improvements

to the industrial properties
surrounding the Redmond Airport.
The provision of this infrastructure
promoted significant development
and allowed the City of Redmond
to close out the TIF district ahead
of initial projections.
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« Housing authority powers
« Rehabilitation or conservation work in a TIF district
« Acquisition of property

« Clearance or rehabilitation of property that is acquired by the TIF
agency

« Construction or improvement of streets, utilities, and site
improvements in accordance with the TIF plan

- Carry out plans for voluntary repair and rehabilitation of buildings or
other improvements in accordance with the plan

+ Relocation of persons and property displaced by TIF projects
+ Sell or lease property

« Neighborhood development programs

All of these types of projects may be included in a TIF plan and may be
funded with tax increment funds. However, a TIF agency needs to be aware of
the allowed fund uses if the tax increment funds are the proceeds of bonded
debt. Use of bonded debt proceeds are limited by the bond covenants. For
example, if a bond is tax-exempt, the bond proceeds cannot be used to pay
staff costs.

Some TIF agencies include paying all or a portion of local improvement
district assessments, system development charges, or building permit fees
for private or non-profit development as a TIF project in a plan. These are
acceptable projects because they are part of the costs of site improvements,
which are an allowed project under a TIF plan. ORS 457.170(5).

1. General description of projects

Urban renewal project descriptions have evolved through the years and
largely depend on the purpose and politics of a TIF plan. When describing
the projects that will be in the TIF plan, typically a balance must be struck
between specificity and flexibility. Overly specific project descriptions can be
problematic because they require the TIF agency to make plan amendments
when even small changes to projects are needed, such as adjusting for
changing physical conditions, market conditions, policy goals, and other
constantly evolving factors. Therefore, many plans use broad categories to
describe projects, which allows for the flexibility to fund a range of projects
throughout the project area, while still staying within the overall guidelines
of each project category. This flexibility, however, cannot ignore that projects
must be sufficiently specific to allow a finding of economic feasibility in the
ordinance approving the plan, and to establish the project cost estimates
necessary to determine maximum indebtedness.

For example, rather than calling for a streetscape improvement at a specific
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location consisting of a pre-determined design (e.g., width, materials,
amenities), many plans will simply include a project called streetscape
improvements that describes a range of streetscape improvements
anywhere in the TIF district (or possibly within a specified sub-area).

Within that definition would be language that authorizes different types

of improvements, but does not obligate any particular form or location
(unless desired). The identification of the broader categories, however, is
generally accompanied by more detailed studies, reports, or plans that clearly
articulate the need for such projects and can provide justification for the
recommended project budgets in the TIF plan and the finding of economic
feasibility required to approve the overall plan. These studies may already be
in place through recent planning efforts that preceded the TIF discussion.

In addition to the legal requirements that require some level of specificity,
this flexibility must be balanced with a community’s desire for certainty that
the TIF plan will be used to fund projects that are of community importance.
However, a plan does not need to use specific project definitions to provide
this certainty, and public involvement is still key. Regular agency meetings
where major expenses are authorized, annual budgeting is processed,

and the preparation of other plans such as downtown plans, development
strategies, and comprehensive plans, still provide ongoing opportunities for
public input into the projects that will be funded by TIF. To this end, projects
to be included in the TIF plan should be inspired by these other plans and
documents.

In addition to deciding which projects to include in a TIF plan, a jurisdiction
also needs to determine what level of funding for each project should

come from TIF. For example, if a plan includes a project to provide financial
assistance to private developers for vacant properties in downtown, how
much assistance should the TIF agency contribute? If total development costs
for this vacant lot are $10 million, should the agency contribute $500,000

or $5 million? There is no hard and fast rule for determining the share of TIF
funding that should go to each TIF project.

In general, a TIF agency may want to consider several factors when deciding
the appropriate level of funding for various projects. Those factors can
include:

« Impact on blight: The primary goal of TIF is to alleviate blight.
Therefore, when deciding how to spend TIF funds, it makes sense that
the impact a project has on curing blight in the area would be a major
consideration.

« Return on investment: Another basic goal of TIF is to increase
property values, generating the TIF revenues necessary to carry out
TIF activities. Therefore, another consideration should be how much
TIF a project will generate, or how much additional funding will be
leveraged by investment of TIF dollars.

Best Practices for Tax Increment Financing Agencies in Oregon

ASTORIA ASTOR HOTEL

Astoria used tax increment funds
in conjunction with other funding
sources to renovate the Astor
Hotel in their downtown core.
The renovation has enlivened the
ground floor retail spaces of the
building, provided low income
housing units on the upper floors
and has helped retain a historic
building.

TIF FUND SHARES

There is no hard and fast rule

for determining the share of TIF
funding that should go to each TIF
project.

For example, if a plan includes

a project to provide financial
assistance to private developers
for vacant properties in
downtown, how much funding
should TIF contribute? If total
development costs for this vacant
lot were $10 million, should the TIF
district contribute $500,000? $5
million?
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DETERMINING
PROPORTIONALITY

Examples of formulas that
have been used to determine
proportionality are:

Percent of land inside/outside
the TIF district benefited.

Percent of linear feet of a
utility line or street inside/
outside the TIF district
benefitted.

Percent of users of a facility
originating from inside/
outside the TIF district.
Percent of growth of

property value that a project
is estimated to encourage

inside/ outside the TIF district.

Return on investment in the

« Proportionality: Although proportionality is not a concept defined
in statute, it resonates with many communities because it appeals to
common sense. Some projects in a TIF district may have benefits that
extend far beyond that area. Many jurisdictions consider the relative
benefits of a project when determining the portion of the total project
that should be funded by TIF.

While these factors for evaluating the appropriate level of funding for
projects are applicable to all TIF projects, they have proven to be particularly
helpful when addressing certain types of projects: projects with citywide or
regional benefit, projects outside of a TIF district, and public buildings. These
projects are discussed in greater detail below.

2. Projects with citywide or regional benefit

Some projects located within TIF districts provide benefits on a much
broader scale. One such project would be a city hall, main library, or a public
convention center. These public buildings are discussed in a separate section

TIF district. below.

sewer or storm sewer or water lines that connect major parts of the system to
a source or outfall. Similarly, transportation projects that range from freeway
interchange improvements to transit facilities can often benefit the whole
city or region. These projects are allowed under TIF and can be paid for with
tax increment funds.

3. Projects outside of the TIF district

There is no express legal authority for a TIF agency to fund projects that

are located outside of TIF district boundaries with tax increment funds.

ATIF agency should always look to expand the TIF district (using a plan
amendment, if necessary) to include the proposed project area. Areas in one
TIF plan do not have to be contiguous. In the past, some agencies have, with
a supporting legal opinion, included projects outside the plan area because
the projects were necessary to complete another project inside the

plan area.

DEVELOPMENT OF PUBLIC
BUILDINGS

The City of Sherwood made a
strategic decision to develop their
city hall and library in a blighted
section of their TIF district. This
decision has spurred adjacent
redevelopment in the millions

of dollars. The library is heavily
used and each visit to the city hall
provides an opportunity for spill
over traffic to the nearby retailers.

4. Public buildings with focused use

Public buildings, such as local fire stations and police precinct offices and
substations that directly and primarily serve the TIF district, are relatively
common projects. Public buildings are specifically defined in ORS 457.010.*

E Other examples of projects with broad benefits include a main trunk sanitary
: Note that the following are not considered to be public buildings: buildings

4 This was added by HB 2174 (2019).
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intended to return to private use (and taxation) after being acquired by TIF
agency, transportation or water infrastructure, tourism facilities, or parks.
When a TIF plan includes a public building project as defined in statute,
affected taxing districts must be notified and provide concurrence, as
described below.

5. Tax increment funding of public buildings

For projects that benefit an area larger than the TIF district, the benefit of
the public building to the TIF district may not be as clear. But, for example,
publicly funded buildings, such as conference centers, can directly stimulate
the development of private facilities (such as hotels) within a TIF district.
Other public facilities may also directly stimulate private development within
the TIF district.

The statutes neither allow for nor prohibit contributing a certain level of

tax increment funds to public building projects that cure blight in the TIF
district but that also have an impact outside the TIF district. However, many
jurisdictions have funded public buildings using a proportionality approach.
The specific statutes governing TIF are found in ORS Chapter 457 and are
referred to in this document as‘the statutes.

In 1987, the legislature considered several proposals limiting the use of tax
increment funds. The TIF agencies argued that additional state prohibitions
on the scope of TIF projects would restrict a jurisdiction’s decision-making in
relation to its local circumstances and its ability to address specific blighting
conditions in each community. A particular legislative target was one city’s
main library that was funded entirely with tax increment funds. After much
discussion, a compromise was reached; it requires a jurisdiction to, at a
minimum, justify including a public building project in its TIF plan.

However, in 2019, further negotiations between TIF agencies and taxing
districts produced HB 2174, which established a framework for gaining
concurrence from affected taxing districts for public building projects within
TIF districts. The bill narrowly defined public buildings as “a fire station, police
station, public library, public hospital, capitol building, school (as defined in
ORS 339.315), college, university, city hall, or the residence of any state official
elected by the state at large;” as well as adjacent public land and public art
features such as clock towers. Importantly, the law now requires TIF agencies
to forward proposed TIF plans to all overlapping taxing districts that will be
impacted by the plan. Of the four districts that are estimated to forego the
most tax revenue, three must offer concurrence on public building projects
(as defined in statute) contained within the plan within 45 days.

Although it is not formally required in statute, many practitioners believe
that the scope of the connection between a public building and the wider
area should govern the size of the TIF contribution to the cost of the public
building.

Best Practices for Tax Increment Financing Agencies in Oregon

HB 2174: CONCURRENCE WITH
TAXING DISTRICTS

In 2019, the Oregon Legislature
passed HB 2174 following a
multi-year negotiation process
with taxing districts. The

resulting legislation produced

a new framework for gaining
concurrence from taxing districts
when TIF agencies include public
building projects in their TIF plans.
Three of the four districts most
affected by the plan must provide
concurrence within 45 days.
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In addition, there is an argument that public buildings that serve a larger
area than the TIF district should not be constructed entirely using funds that
are fundamentally meant to cure blight in the defined area; rather the cost
should be borne proportionally. Tax increment funds are funds limited by
the amount of taxes divided in a TIF district to repay the debt that produced
the funds, and that debt is limited by the required statement of maximum
indebtedness in a TIF plan. Many agencies have found that they have greater
success investing in projects that clearly cure blighting conditions and/or
encourage private development that cures blight. Investment in citywide or
regional facilities may not have the same impact on conditions within the TIF
district as these other targeted investments.

In some cases, the proportionate share of benefits enjoyed by the TIF district
can be quantified, but in other cases the determination of the share of benefit
of a project to the TIF district will be qualitative and will require a judgment
call.

6. Local improvement district assessments/system development
charges/building permit fees

Some TIF agencies include paying all or a portion of local improvement
district (LID) assessments, system development charges (SDC), or building
permit fees for private development as a TIF project in a TIF plan. These are
acceptable projects because they are part of the costs of site improvements,
which are allowed projects in a TIF plan. ORS 457.170(5).

D. Best Practices Tips

Though a TIF agency should consult counsel on many issues, this
consultation is especially necessary in regards to decisions about what types
of projects may be included in a TIF plan and if they can be funded with tax
increment revenues. There are, however, some general principles that can
help guide these decisions.

1. General project scope

The best practice is to prepare project descriptions that are as broad as
possible while still providing an adequate basis for finding economic
feasibility, guiding policy makers, and assuring the community. As this is

an inherently political benchmark, definitions will vary from community

to community. Amending a TIF plan is a difficult process, so it is important

to make sure the project descriptions are included in the plan, and the
estimated project costs are accurate and clear when the plan is first adopted.
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2. Projects with citywide or regional benefit

ATIF plan should demonstrate the particular benefits to the TIF district, of

a project with citywide or regional benefit, focusing on the project’s ability
to cure blight in the TIF district. Although it is not specifically laid out in
statute, there is a proportional funding concept in best practices. If a public
infrastructure project is planned as part of the TIF plan, but will have benefits
beyond the TIF district, it must be funded proportionally using both TIF and
non-TIF funds.

STREETSCAPE IMPROVEMENTS

Downtown Lake Oswego installed
extensive streetscape features

to catalyze development in the
downtown. These features included
angled parking, brick pavers,
decorative bollards, public art,
benches, planter boxes, lighting, and
signage.

3. Projects outside TIF district boundaries
ATIF district should avoid including projects outside the TIF district.

4. Public buildings

« Asthe statutes have recently changed to clarify the definition of
“public building” and require concurrence from affected taxing
districts, make sure that the TIF plan reflects this.

«  TheTIF district should demonstrate clear connections between a
public building and the particular objectives of the TIF plan.

« The findings in the TIF plan and TIF report should provide a solid basis
for the undertaking of a public building project and explain how the
public building serves or benefits the TIF district.

5. Funding public buildings

Tax increment funds may be used for public buildings or infrastructure
projects that benefit or serve an area greater than the TIF district, but those
projects should be funded proportionally based on their relationship to the
TIF district.

6. LIDs/SDCs/building permit fees

Payment of Local Improvement Districts, Systems Development Charges, and
building permit fees may be a project in the TIF plan.

7. Tracking maximum indebtedness

For all projects carried out by a TIF agency, it is important to track the impact
of these projects on the maximum indebtedness of the TIF plan. Annual
financial reports that include updates on maximum indebtedness are
mandated by statute.® The recommended method for tracking maximum
indebtedness is described in greater detail in Section 6.8, Debt and
Maximum Indebtedness Reporting.

5 This was mandated by HB 2174 (2019).
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4.5 COMPREHENSIVE PLAN AND
ECONOMIC DEVELOPMENT
PLAN REVIEW

A. Background

An analysis of the comprehensive plan and other plans and reports, including
an economic development plan, will enable a jurisdiction to ensure that a
future TIF plan will conform to the adopted planning documents.

B. Statutory Provisions

ORS 457.085 (1)(d) and ORS 457.095(3) address the need for a TIF plan to be
in conformance with the comprehensive plan and economic development
plan.

C. Discussion

The review should identify each major goal and supporting policies in the
comprehensive plan and economic development plan that are relevant to
the established boundary and then state how the TIF plan conforms to that
goal. It is not anticipated that the TIF plan will conform to every goal in a
comprehensive or economic development plan, but it should conform to the
intent of those documents.

D. Best Practices Tips

The TIF plan must be analyzed for its conformance with the comprehensive
plan and economic development plan. This documentation can sometimes
be lengthy; it may be better to make the statement that the TIF plan
conforms in the body of the text, and then refer to an appendix in the plan
for the full analysis.
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4.6 PROCEDURAL REQUIREMENTS
FOR APPROVAL OF A PLAN

A. Background

There are specific steps identified in ORS 457 for the adoption of a TIF plan.
These steps vary slightly depending on whether the jurisdiction is a city or a
county.

B. Statutory Provisions

The following statutory provisions apply:

HB 2174 (2019) covers the requirements for the content of a TIF plan and
specifies to whom it must go for recommendations and consulting and
conferring with taxing jurisdictions.

ORS 457.095 covers approval of a plan.

ORS 457.105 details the additional provisions if any part of the TIF district is in
another jurisdiction.

ORS 457.115 and 457.120 cover notice of the adoption of a plan.

ORS 457.120 covers the notice procedures of the city council hearing.
ORS 457.125 details recording of a plan.

ORS 457.437 requires meetings with affected jurisdictions.

ORS 457.470 requires consultation with affected taxing jurisdictions.®

C. Discussion

1. Activation of a TIF agency

Section 3 describes establishing a TIF agency.

2. Establishing an area boundary

Section 2.2 Area Boundary describes establishing an area boundary.

3. Referral of the proposed plan to the planning commission for
their review

If the jurisdiction has a planning commission, the plan and report must be

6 This statute was rearranged as part of HB 2174 (2019)
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In this section of the document,
“municipality”is used to define any
county or city in Oregon, as that is
the term used in the statues.

The municipality means the
municipality for which a particular
agency is created.
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presented to the commission for its recommendation before the plan may
be presented to the city council or county commission for adoption. The
planning commission review is best done at a public hearing.

ORS 457.085 and 457.095 require planning commission recommendations.
ORS 457.095(3) requires that the TIF plan conform with the comprehensive
plan and economic development plan. However, the planning commission’s
recommendations are not further defined in the statutes. The planning
commission is generally advised that their role should be to determine the
conformance of the TIF plan with the jurisdiction’s comprehensive plan,

as planning is the purview of the planning commission. Some planning
commissions prefer to just review and make recommendations on the
conformance issue while others like to encourage the jurisdiction to approve
the plan.

Notice: Notice of the planning commission review is the same as for any
planning commission meeting. No other notice provisions are required.

4. Consult and confer with the affected taxing districts

The level of interaction with the affected taxing districts is set out in the
statutes and was strengthened by HB 2174 in 2019. Both the TIF plan and

the TIF report must be sent to the governing body of any taxing district that
is affected by the plan with an offer to consult and confer. (Taxing districts
that levy taxes within the TIF district are affected taxing districts.) Any written
recommendations made by these taxing districts must be accepted, rejected,
or modified by the city council or county commission when approving the
plan. Section 4.1: Public Involvement and Section 2.7 Impacts on Taxes
Imposed by Overlapping Taxing Districts of this document details other
ideas about working with taxing districts. The requirements under this
section are different if the TIF district is requesting concurrence, as described
in ORS 457.470. If the plan contains a public building project as defined

in ORS 457.010, three of the four taxing districts that will forego the most
revenue must provide concurrence within 45 days.”

5. Meeting with affected municipalities

Prior to the establishment of a maximum amount of indebtedness for a

TIF plan, the TIF agency that is carrying out the plan shall meet with the
governing bodies of the municipality that activated the agency and other
municipalities affected by the TIF plan to review the proposed maximum
amount of indebtedness. No formal action is required by the affected
municipalities (ORS 457.085(5)). The meaning of this section is that a “city” TIF
plan must be presented to the county commission for their information. Their
vote is not required.

7 This new process was outlined by HB 2174 (2019).
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However, when any portion of the area of a proposed TIF plan extends
beyond the boundaries of the into any other municipality and, in the case of
a proposed plan by a county agency, when any portion of the TIF district is
within the boundaries of a city, the governing body of the other municipality
jurisdiction may approve the plan and may do so by resolution, rather than
by ordinance (ORS 457.105).

6. Municipality public hearing/notice of hearing

Under the provisions of ORS 457.120(3), notice of a proposed plan must
include the following specific information:

- That the governing body, on a specified date, will hold a public
hearing and consider an ordinance adopting a TIF plan;

+ That the adoption of the plan may impact property tax rates (if the
plan meets the qualifications specified in ORS 457.120(3)(b));?

- Statement of the maximum indebtedness that can be issued or
incurred under the plan;

« That the ordinance, if approved, is subject to referendum; and

- That a copy of the ordinance, plan, and report can be obtained by
contacting a designated person.

7. Notice requirements for plan approval

The statutory requirements for supernotice are stated in ORS 457.120. Notice
of the city council public hearing on approval of the TIF plan must be sent to
individuals or households in one of the following groups:

« Owners of real property that is located in the municipality;
+ Electors registered in the municipality;
+ Sewer, water, electric, or other utility customers in the municipality; or

« Postal patrons in the municipality and parts of the TIF district that
extend beyond the municipality.

For county plans, the individual notice must be provided within the
boundaries of any K-12 school district that levies taxes within the TIF district.
Counties must also provide notice in the paper of general circulation
throughout the county in an advertisement not less than three inches

in height and three inches in width in the general interest section of the
newspaper (ORS 457.120(4)(b)). It must contain language identified in ORS
457.120(3)(a-e).

8 This was clarified in HB 2174 (2019).
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If a plan is both in a city and in a county, notice must not only be sent to the
requirements stated for a city above, but also be sent to each individual in
the selected group that is located in the TIF district (ORS 457.120 (2)). This
supernotice must contain specific language, as defined in ORS 457.120(3)
(a-e).

8. Approval of the plan by the municipality

ATIF plan is approved by the governing body of the municipality (city council
or county commission) by the adoption of an ordinance. The ordinance must
be a non-emergency ordinance. There specific requirements for the contents
of the ordinance (ORS 457.095)(1-7) are as follows:

« Each TIF district is blighted;

« The rehabilitation and redevelopment of the TIF district(s) is necessary
to protect public health, safety, or welfare;

« The plan conforms to the comprehensive plan and economic
development plan, if any, of the municipality and the TIF plan provides
an outline of planned TIF projects;

« Relocation requirements have been met;

« Any property acquisition called for in the TIF plan is necessary to
achieve the objectives of the plan. (See Section 6.12 Acquisition/
Disposition of Real Property)

« The planis economically sound and feasible; and

« The city or county will assume any responsibilities given to it under the
plan.

There are no state statutory requirements for a citywide or district-wide vote
on approval of a TIF plan, but a city council or county commission (as the case
may be) may decide to refer the decision to the voters. There are some local
laws requiring a vote on establishing a TIF agency, adopting a TIF plan, and
amending a plan.

9. Hearing

At the public hearing on the ordinance, the jurisdiction (city council or
county commission) should hear the report and recommendations of the
TIF agency and take public testimony and consider the recommendations,
if any, of the planning commission and affected taxing districts. Any written
recommendations from the affected taxing districts must be formally
accepted, rejected, or modified.
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10. Recording

ATIF plan, along with a copy of the ordinance approving the TIF plan, must
be recorded with the recording officer of each county in which any portion of
a TIF district within the plan is situated. A copy of the plan should also be sent
to the county assessor.

11. Notices

Notice of adoption of a TIF plan shall be published within four days of
adoption of the plan in a newspaper that has the greatest circulation in

the municipality and which is published within the municipality no later
than four days following the adoption of the ordinance. If no newspaper is
published in the municipality, the notice may be published in the newspaper
having greatest circulation within the municipality, published nearest to

the municipality. The notice must say that the ordinance has been adopted,
and that 90 days after adoption of the TIF plan, the plan will be conclusively

presumed to be valid. (ORS 457.095 and ORS 457.115)

D. Best Practices Tips

Writing a TIF plan is technical and complicated. Jurisdictions should use

a TIF professional or have staff with extensive TIF experience assist in the
preparation of a TIF plan. If internal staff prepares the TIF plan, seasoned TIF
counsel should review the plan prior to adoption.

Staff should make sure the county assessor has accurately identified the
boundaries of the TIF district.

4.7 TIF REPORT

A. Background

ATIF report shall accompany a TIF plan. Its purpose is to identify the existing
conditions of the proposed TIF district (including proposed projects) and the
estimated costs of projects and sources of funding, and perform the financial
feasibility analysis.

B. Statutory Provisions

ORS 457.085 (3)(a-i)° identifies the required components of a TIF report. These
components are detailed in the discussion section below.

9 This statute was rearranged by HB 2174 (2019).
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C. Discussion

The components of a TIF report accompanying a TIF plan are:

« A description of the physical, social, and economic conditions within
the TIF district and the impact of the plan, including fiscal impacts, in
light of added services or increased population.

« Thisincludes data that describes the current land use, zoning,
and comprehensive plan designations, as well as a review of the
capital improvement plans (water, sewer, stormwater) and the
transportation systems plan to identify those projects that are
scheduled for the TIF district and to identify the existing conditions
of the infrastructure within the TIF district. (Section 2.3 Blight)

NORTHEAST GATEWAY IN
MCMINNVILLE

McMinnville adapted a TIF plan in « The reasons why the TIF district was selected.
2013 to implement the Northeast
Gateway Plan and resulted in

comprehensive plan overlays.

«  The primary reason any TIF district is selected is to cure blight.
The secondary reasons will relate to any adopted plans for the TIF
district or projects that are designated for the TIF district.

« The relationship between each TIF project and the conditions within
the TIF district

« Adescription of any projects and a detailed description of the present
condition of that specific project. See Union Avenue example, below.

«  Project: Union Avenue will be constructed from Astor Street to
Benton Street.

«  Union Avenue is in poor condition and does not have adequate
sidewalks or adequate streetscape.

« The estimated costs of the projects and the sources of project funding

«  Project: Union Avenue from Astor Street to Benton Street
$1,200,000

«  Tax Increment Financing: $1,000,000, Local Improvement District:
$200,000

« The estimated completion date for each project (all projects in a table)

«  Project: Union Avenue from Astor Street to Benton Street
Estimated Completion: 2014

«  The amount of tax increment funds that are estimated to be required
and the year in which the TIF agency plans to pay off all outstanding
tax increment indebtedness. (Section 2.6 Financial Analysis)

« Afinancial analysis that shows the financial feasibility of the TIF plan.
(Section 2.6 Financial Analysis)
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« An analysis of the impact on the tax rates and/or revenues of the
taxing districts that overlap the TIF district. (Section 2.6 Financial
Analysis)

« Arelocation report that includes:

« Ananalysis of businesses or residents that may be required to
relocate;

« Adescription of the methods to be used in the relocation
program; and

« Ananalysis (number and cost range) of the existing housing units
that may be destroyed or altered and the housing units that may
be added.

If the TIF plan does not include acquisition or projects that would require
relocation, then this that can address general relocation requirements.

If specific actions are being taken which will require relocation, then the
section needs to contain the explicit information required by ORS 457.085(3)
(i)(A-Q).

ATIF report should also cover the compliance with acreage and assessed
value limitations of ORS 457.420.

D. Best Practices Tips

Writing a TIF report is technical and complicated. Jurisdictions should use

a TIF professional or have staff with extensive TIF experience assist in the
preparation of a TIF plan and report. If internal staff prepares the TIF report, it
should also be reviewed by seasoned TIF counsel prior to adoption.

4.8 BLIGHT

A. Background

The purpose of TIF is to cure existing blight and prevent future blight. Blight
is defined in the statutes (ORS 457.010(1)(a-i). The jurisdiction must find that
an area is blighted and therefore eligible for TIF. ORS Chapter 457 clearly
defines the components of a TIF plan and report, and sections of those
documents must include information on the existing conditions of the area
being studied. In addition, in order to approve a TIF plan, the jurisdiction is
required to find that blight exists in the TIF district that is included in the TIF
plan.The actual findings and determinations of blight occur in the municipal
ordinance that adopts the TIF plan, but those findings and determinations
are based on the information compiled in an existing conditions analysis. The
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DEFINING BLIGHT

Oregon statutes define blighted
areas as areas characterized by
one or more of the following
conditions:

methods used to document blight may vary by jurisdiction depending on the
conditions in the TIF district. Some areas may have buildings that are unfit or
unsafe whereas other areas may lack development and have infrastructure
needs.

TIF districts must be found to be blighted areas by the governing body.
Unfit or unsafe structures

Economic deterioration B. StatUtory Provisions

resulting from faulty planning ORS 457.095(1) requires that the municipal governing body find conditions of

- Poor platting blight within the TIF district.
Disregard of physical

characteristics ORS 457.085(3)(a) requires that a TIF report accompanying a TIF plan describe

the physical, social, and economic conditions in the TIF areas of the plan.
Inadequate streets, open

spaces, and utilities ORS 457.010(1) defines blighted areas.

+ Flooding

Property value depreciation C. Discussion

Underutilized propert
Y Examples of blight analyses include the following:

+ Loss of population and
assessed value « Building surveys, using an explicit coding system to classify buildings
« Building surveys, including upgrading to meet seismic requirements.

+ Improvement value to land value ratios, based on assessed value
data. (Different ratios may be established as representing a healthy
level of development, considering the planned land use and the
characteristics of property values on similar properties in other
locations.)

+ Analysis of platting patterns and comparison of lot sizes and
configurations that exist in the TIF district with typical lot sizes and
configurations that are desirable for particular land uses.

BOUNDARIES OF BLIGHT

Blight is a condition that pertains
to the TIF district as a whole. TIF
district boundaries may include
specific properties that are not
individually blighted, but which
are geographically or functionally
inseparable from the

blighted area.

«  Documentation of physical and environmental characteristics
and the inadequate response to these conditions in such areas as
comprehensive plan designations, zoning, platting, and capital
improvement plans.

« Environmental characteristics may include the presence of wetlands,
contaminated soils, air quality issues, water quality issues, and other
environmental constraints to development.

« Analysis of the transportation and utility requirements of the planned
land uses and development and comparison of these requirements
with the existing level of such facilities. This analysis includes review
of the utility master plans and projects identified in the capital
improvement plan.

« Analysis of flooding problems, including delineation of 100-year
flood plains and floodways and analysis of development restrictions
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imposed in such areas either by local ordinance or Federal Flood
Insurance Program requirements.

+ Analysis of population, income, and housing characteristics of the
TIF district, using data from the US Census, local housing plans, local
community development plans, and other sources.

Not all of these surveys and documentation must be completed; the
minimum requirements are those stated in the statute (ORS457.085(3)(a).
Circumstances may require a more full documentation of blight, which would
involve a more thorough analysis.

D. Best Practices Tips

Itis a good idea to connect blight findings in the analysis to specific
conditions within the TIF district.

4.9 FINANCE

A. Background

New TIF plans must include an analysis of the timing and sources of funding
for projects described in the TIF plan. This includes estimating when TIF
revenues would be available to finance projects (and prioritizing projects
accordingly), determining what share of total project costs should be
reasonably expected to be covered by TIF, and estimating the overall impact
of the TIF on affected taxing districts.

B. Statutory Provisions

ORS 457.420 to ORS 457.470 describes tax increment financing of TIF
indebtedness.

ORS 457.445 was amended by HB 2174 in 2019 to clarify how the
consolidated property tax billing rate is calculated.

C. Discussion

Forecasting TIF revenues is a relatively straightforward process, and involves
five steps:

1. Determining the frozen base.

2. Estimating future growth in assessed value.

Best Practices for Tax Increment Financing Agencies in Oregon
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3. Determining the applicable tax rate.

4, Calculating increment and total TIF.

5. Accounting for revenue sharing.

1. Determining the frozen base

The frozen base is the total assessed value of all property in a TIF district in
the most recent fiscal year for which data was available before adoption of
the TIF plan. The local county assessor’s office can provide this assessed value
data. The frozen base needs to include all four property types: real, personal,
manufactured, and utility. Records for utility property are not site specific
and will need to be estimated for the purposes of the TIF plan. Typically, the
assessor will determine the amount of utility value to be included in the
frozen base by looking at the ratio of utility property assessed value to real
property assessed value in the tax code area(s) that overlap the proposed TIF
district, and by applying the same ratio to property within the TIF district.

Sometimes the planning process for a new TIF district can be long, and new

assessment data may become available during this process. It is important to
update any preliminary analysis with new data when it becomes available, as
this will be the data that the assessor uses to establish the actual frozen base.

2. Estimating future growth in assessed value

A prudent approach is for forecasts of TIF revenues to be based on
conservative assumptions of growth in assessed value. It is often useful

to look at long-term historical trends as a starting place for future growth
assumptions, then adjust these assumptions to account for known taxable
redevelopment that is planned or in progress, current market conditions, and
anticipated TIF projects that would stimulate additional redevelopment in
the future.

3. Determining the applicable tax rate

All new TIF plans are reduced rate plans. This means that the applicable
tax rates include permanent property tax rates, as well as any GO bonds
approved prior to 2001. The local county assessor’s office will have
information on applicable tax rates.

Jurisdictions that already have one or more TIF districts may report TIF
adjusted tax rates in addition to their full permanent rates. It is important to
use the full permanent rates and not TIF adjusted rates.
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4. Calculating increment and total TIF

Calculating the incremental value (or increment) is straightforward. Subtract
the frozen base value from the forecast future value to determine the
increment in any given year.

To calculate TIF revenues, multiply the increment by the total applicable tax
rate.

The first year to receive TIF is based on the first year that tax rolls are set after
adoption of the TIF plan. In many cases, there is a year gap when the plan has
been adopted but no TIF revenue is collected. Figure 1 shows how the timing
of adopting a TIF district can affect TIF revenues in the early years.

Figure 1. Timing of TIF district adoption

2011 2012
10 11 12| 1 2 3 4 5 6 7 8 9 10 11 12
A B C
Period Frozen Base Year First Year to Collect TIF
A 2011-12 2012-13
B 2011-12 2013-14
C 201213 2013-14

Assessment and Taxation Milestones

Date Milestone

Oct. 2011 Tax roll released for FY 2011-12
Jan. 1, 2012 Tax roll set for FY 2012-13

Oct. 2012 Tax roll released for FY 2012-13
Jan. 1, 2013 Tax roll set for FY 2013-14

5. Accounting for revenue sharing

Not all TIF revenue will accrue to the TIF agency. Some TIF revenue is shared
with other taxing districts. The amount of sharing depends on the prior
year’s total TIF revenues as a percentage of the TIF district’s maximum
indebtedness.
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REVENUE SHARING

Figure 2 illustrates how revenue
sharing works for a hypothetical
TIF district. If the prior year's TIF
collections exceeded 10% of
maximum indebtedness, then the
TIF district receives TIF equal to
10% of maximum indebtedness,
plus 25% of the amount of TIF
that exceeds 10% of maximum
indebtedness.

If the prior year’s TIF collections
exceeded 12.5% of maximum
indebtedness, then the TIF district
receives 12.5% of maximum
indebtedness, and all additional
TIF revenue is shared with other
taxing districts. Essentially, TIF
revenues for a TIF districts are
capped at 12.5% of maximum
indebtedness.
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Figure 2. Revenue Sharing

Shared Revenue:
To taxing jurisdictions

Tax Revenue

Taxes on Growth:
To URA

Frozen Base:

To taxing jurisdictions

Years

6. Financing

It is important to remember that TIF revenues do not equal the dollars
available for projects. TIF revenues are used to pay debt service on debt that
pays for project costs. Thus, the financial analysis needs to make assumptions
on the type of debt that will be incurred by the TIF agency, and the terms
associated with that debt (for example, interest rates, coverage ratios, reserve
requirements, issuance costs, and amortization period). It may be helpful

to check with financial advisors to ensure that the analysis is grounded in
reasonable assumptions.

7. Impact to overlapping taxing districts

Calculating the impact to overlapping taxing districts is relatively
straightforward. The impact is equal to the lost revenues that would have
been received by the taxing districts plus the shared revenue (if any)
generated by the TIF district for the taxing districts.

The forgone revenues that would have been received by the taxing district
are calculated by multiplying a jurisdiction’s applicable tax rate by the
assessed value that would have been in the area without TIF investment. The
applicable tax rate for most TIF districts will be equal to the permanent rate.
GO bonds should not be included in the impact to taxing districts because
tax increment revenues do not decrease the taxes levied for GO bonds. Local
option levies should also not be included in the impact to taxing districts, as
they are not included in the consolidated tax rate used by the TIF district to
calculate division of taxes revenues.
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The assessed value that would have been in the area without TIF investment
can be tricky to measure, and ultimately requires a judgment call. On one
extreme, it is possible that none of the new development in a TIF district
could have occurred without TIF, which would mean that the assessed value
that would have been in the area without TIF would be limited to 3% growth
per year. On the other extreme, all of the new development in a TIF district
could have occurred without TIF. Figure 3 shows a graph of the impact of a
hypothetical TIF district on overlapping taxing districts.

Figure 3. Impact on Taxing Districts

$180

$160

Revenue to Taxing Districts

s140 | TIF to URA

Frozen Base to Taxing Districts

$120

URA Expires

$100 Positive Impacts to
Taxing Districts

due to Urban
$80 Renewal

Dollars (Millions)

$60 Negative Impacts to

Taxing Districts due

$40 to Urban Renewal

$20

8. Fiscal Impacts

The fiscal impacts of TIF include more than the tax rate impacts. Urban
renewal plans commonly result in the acceleration or intensification of
development that may have otherwise occurred without a TIF program. This
development requires public facilities and services and will have impacts on
the community’s economic, social, and physical environment.

Broader fiscal impacts should be analyzed in light of the community’s
comprehensive plan. That plan is required to demonstrate how the
community will provide public facilities and services to serve the
development called for in the plan, and show how the impacts of such
development are to be addressed.

The property tax revenue impacts to overlapping taxing districts are
especially important if implementation of the TIF plan is projected to increase
the demand for the services provided by the taxing districts. On the other
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IMPACT ON TAXING DISTRICTS

Figure 3 shows that, in early
years, the district has a negative
impact on overlapping taxing
districts. When revenue sharing
begins, the annual negative
impact begins to shrink. Over

a long enough period of time,
the revenue sharing has a larger
impact, and could eventually
result in a positive annual impact
for overlapping taxing districts.
Figure 3 only shows the impacts
on overlapping taxing districts
while a TIF district is collecting
tax increment revenues. If the
graph were to show years after
the TIF district stops collecting tax
increment revenues, then there
would be a dramatic surge in the
positive impact to overlapping
taxing districts.
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ESTIMATING THE PORTION OF
PUBLIC COSTS ATTRIBUTED TO
THETIF DISTRICT

If development of a new business
park occurs within a TIF district,
then it may have gross impacts
from the jobs it provides, the
assessed value it adds to the

tax rolls, and the infrastructure
needed to serve the building.
But, one cannot calculate the
net impact of new development
without making assumptions
on what would have happened
without TIF.

Would the businesses located
in the business park cease
to exist?

Would they locate in existing
buildings in the TIF district or
elsewhere in the jurisdiction?

«  Would a similar business park
have developed elsewhere in
the jurisdiction?

Major assumptions are required
to determine what would have
happened without TIF, and
whatever assumptions are used,
they would be difficult to defend
with any certainty.
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hand, the projects undertaken under the TIF plan can also result in service
improvements. For example, older buildings may be brought up to fire and
life safety codes, and so, alleviating blight, in a case like this, can result in
reduced need for police services. Utility projects commonly include looped
water lines that allow for better and more reliable fire service.

In discussing these impacts, the TIF report should balance the negative
impacts of loss of revenue with the positive impacts of implementing the TIF
plan. The detail with which this is analyzed should depend on the degree of
the impacts.

Attempting to calculate the full fiscal impact of any proposed development is
an exercise fraught with challenges. One challenge is distinguishing between
gross and net impacts. See the sidebar for one example.

Another challenge of calculating the fiscal impacts of development in TIF
districts is determining the portion of public costs that should be attributed
to the TIF district, and the portion that stems from demand from outside

of the TIF district. Considering the example of the business park discussed
above, what happens if a new police station is built to provide public safety
services to the business park? Certainly the police station serves a population
larger than just the business park. The addition of the business park is likely
just one of many factors that determined the timing, size, and location of the
public investment in a new police station. In short, when new infrastructure is
needed to serve development in TIF districts, it can be difficult to determine
exactly what portion of those infrastructure costs can be attributed to the TIF
district versus other factors.

In general, it is best to recognize that there are many challenges to
calculating the fiscal impact of TIF districts, and any attempt to do so should
recognize the limitations of such an analysis.

D. Best Practices Tips

It is prudent for jurisdictions to prepare a comprehensive financial analysis
that considers all relevant assumptions to ensure that decisions made
relative to the establishment of maximum indebtedness are appropriately
informed. Financial analysis for a TIF plan and report is both important and
complex, and jurisdictions should ensure that they have adequate expertise
to complete this analysis. Jurisdictions are encouraged to work with legal
counsel, professional consultants, or experienced TIF practitioners when they
conduct this analysis.

In addition, take care to review the updated provisions for calculating the
consolidated property tax billing rate that was updated by HB 2174 in 2019.
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CHAPTER CONTENTS

This chapter contains the
following sections:

5. Amendments to
the Tax Increment
Financing Plan

5.1 Substantial Amendments
5.2  Minor Amendments

5.3 Council-Approved/Major
Amendments

TIF agencies may need to amend TIF plans to adjust to current issues and
opportunities, as communities and their priorities change over time.

Before starting down the path of any type of amendment, consult the
adopted TIF plan as all plans are required to contain a section regarding
types of amendments and specific processes adopted by the governing body
(city council or county commission). Your own plan will contain the best
information on requirements for amendments. Please note these processes
are in addition to those which are outlined in Oregon Revised Statute (ORS).

There are several types of TIF plan amendments, each providing a specific
path for completion which are outlined within the document:

1. Substantial Amendment
2. Minor Amendment

3. Major/Council-Approved Amendment

A municipality should determine the type of plan it has, and the specific
impacts associated with amending that plan, before undertaking the
amendment process.

ORS defines the amendments that must be considered as substantial. In
general, amendments that are not substantial amendments are defined as
minor amendments.

If the amendment under consideration involves a land-use decision,
municipal counsel should be consulted to determine the appropriate
procedures to be followed. However, it may be wise to consult with your
agency counsel on any plan amendment.

This section outlines an overview of procedures and policies. Best practices,
sample steps, and timelines are included along with examples of materials
and public outreach strategies. Please note these are not all-encompassing
lists and may not be completely applicable to all situations, but will provide a
guide for those embarking on an amendment process.
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PROVISIONS TO TIF

The 2009 Oregon Legislature
enacted new provisions to TIF,
some of which come into effect for
amendments to a TIF plan. These
provisions allowed for:

The requirement of revenue
sharing when tax increment
revenues hit certain trigger
points

Limitations on maximum
indebtedness increases without
concurrence from taxing
jurisdictions (ORS 457.470)

In 2019, the Legislature further
amended the statutes to clarify the
following provisions:

Adding land to a TIF district
that increases the overall land
area by a cumulative total of
1% will trigger a substantial
amendment.

The restriction on increasing
the land area of a TIF district
by more than 20% applies
regardless of any subsequent
reductions in land area.
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5.1 SUBSTANTIAL AMENDMENTS

A. Background

A substantial amendment must be adopted in the same manner as adoption
of a new TIF district plan. This is the highest-level review of amendments.

In general, a new report to accompany the TIF district plan is required to
both re-document the existence of blight within the TIF district and provide
the information required in a report for the change being proposed. If the
TIF district plan has been recently adopted and existing conditions have

not changed, a re-documentation of blight for the existing are may not be
necessary.

A jurisdiction should use a TIF professional or have staff with extensive TIF
experience assist in the preparation of a TIF plan or a substantial amendment.
If internal staff prepares the amendment to the TIF plan, it should also be
reviewed by seasoned TIF counsel prior to adoption.

B. Statutory Provisions

The statutes define the two types of amendments that are considered
substantial. These must be adopted in the same manner as the adoption of
the original plan.

1. Increasing the cumulative land area of the TIF district by more than
1%.

2. Increasing the maximum amount of indebtedness that may be issued
or incurred under the TIF plan.

ORS 457.085 (2)(i)(a) and (b) define amendments.
ORS 457.010 (5)(a) and (b) define existing TIF plans.

There are also statutory requirements for public involvement in all stages
of the development of a TIF plan. Since statute requires substantial
amendments to follow same procedure as new plan adoption, these
requirements are all applicable:

ORS 457.085(1) requires that a TIF agency shall provide for public
involvement in all stages of development of a TIF plan.

ORS 457.085(2) requires that substantial amendments provide the same
notice, hearing, and approval procedure requirement of the original TIF plan.

ORS 457.085(4) and ORS 457.085(5) require that substantial amendments
be presented to the planning commission of the jurisdiction and to the
governing bodies of taxing districts affected by the plan.
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ORS 457.437 requires that, if the TIF district is in both city limits and extends
into county jurisdiction, then the county’s governing body must also be met
with.

ORS 457.095 and ORS 457.120 require that direct notice (super notice) be
sent by jurisdiction to individuals or households, city and or county-wide, in
addition to jurisdiction specific outreach provisions as outlined in local plan
documents.

ORS 457.095 requires published notice of adoption of a substantial
amendment no more than four days after ordinance is adopted.

C. Discussion

Determining the type of plan

There are three types of plans and they are based upon the time frame of
adoption and the adoption of maximum indebtedness prior to December 6,
1996. Financial impacts are different depending on the type of plan.

1. Existing Plans: reduced rate or standard rate.
INCREASING LAND BY MORE
THAN 1%

The increase of land by more than
1% refers to the original plan
acreage. This 1% is irrespective of
any removals of land from the area.
This was clarified in statute by HB
2174 (2019).

2. Window Plans: standard rate.

3. New Plans: reduced rate.

D. Best Practices

See Appendix A for more information on determining the type of plan.

5.1.1 FINANCIAL ANALYSIS FOR SUBSTANTIAL
AMENDMENTS

A. Background

When a plan is substantially amended, it requires additional financial analysis.
The required analysis follows the same requirements as described in Section
4.9 for writing a TIF plan and report.

B. Statutory Provisions

ORS 457.420 to ORS 457.470 describe tax increment financing of TIF district
indebtedness.
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CONCURRENCE OF TAXING
JURISDICTIONS

Concurrence is defined as written
concurrence of taxing jurisdictions
imposing at least 75% of the
amount of taxes levied under
permanent rate limits in the TIF
district.

Relevant distinctions:

Concurrence refers to taxes, not
tax rate.

Only taxes imposed under
permanent rates are counted,
not bonds or local option
levies.
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C. Discussion

Amendments to TIF plans cannot increase maximum indebtedness by

more than 20% of the original maximum indebtedness without obtaining
concurrence. Additional information on concurrence is outlined in the
public outreach section. Per ORS 457.220, maximum indebtedness can

also be increased one time during the life of the TIF district to account for
inflation, there is not a set definition of what factor to use in determining the
appropriate inflation rate. Several examples utilized include; average CPI or
the factor used by municipality to determine inflation rate for permit fees.

Al TIF plans adopted prior to January 1, 2010 that have not been amended to
increase maximum indebtedness since that date are not subject to revenue
sharing. When these plans are amended, they will be subject to revenue
sharing provisions. Amended plans will obey the same revenue sharing limits
described in Section 2.7, with one exception. The amount of TIF revenues
collected by the TIF district in the first year in which the plan is substantially
amended is known as the transition amount. If the transition amount is
greater than the amount of TIF revenue that the TIF district would be able

to collect under revenue sharing limits, then the TIF district receives annual
TIF revenues equal to the transition amount. In short, the transition amount
ensures that municipalities with amended plans that trigger revenue sharing
will not see TIF revenues decline below their previous year’s TIF collections
due to revenue sharing.

D. Best Practices

A jurisdiction should determine the type of plan it has, and the specific
impacts associated with amending that plan, before undertaking the
amendment process.

5.1.2 PUBLIC OUTREACH FOR SUBSTANTIAL
AMENDMENTS

A. Background

Public involvement is a key component of all phases of TIF planning, from
the inception of a TIF district to the ongoing administration of the TIF plan,
including the adoption of a substantial amendment. Involvement needs
range from including the public as a whole to including the specific affected
local taxing jurisdictions. Adoption of a TIF plan amendment goes more
smoothly when there is public support for the plan.
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B. Statutory Provisions

ORS 457.095 describes the notice requirements for TIF agencies.

C. Discussion

The minimum public outreach required by statute is that the agency provide
two opportunities for citizen review and input.

1. TIF district substantial amendments and the accompanying report
are provided to the planning commission prior to presenting it
to the governing body to ensure the plan aligns with the city’s
comprehensive plan. Planning commission meetings are open to the
public and therefore, citizens have an opportunity for comment.

2. Approval of a substantial amendment by a governing body is by non-
emergency ordinance. In the majority of jurisdictions, this involves
two readings of the ordinance. The first reading is a public hearing that
has been noticed to all citizens of the municipality (super notice). The
second reading does not typically include public testimony, but can at
the discretion of the governing body.

The substantial amendment must also be sent to the governing body of all
affected taxing jurisdictions and the TIF agency shall consult and confer with
the taxing jurisdictions prior to presenting the substantial amendment to the
governing body for approval.

D. Best Practices

What is listed above are the minimum requirements of the statute.

Best practice is to conduct considerable outreach to affected groups,
neighborhoods, and to maintain close communication with the taxing
districts. Please refer to Appendix E: Marketing, Communications and
Outreach for best practices on this topic.

5.1.3 PROCEDURAL REQUIREMENTS
FOR APPROVAL OF SUBSTANTIAL
AMENDMENTS

A. Background

To approve substantial amendments, a jurisdiction must go through a series
of procedural requirements, which are listed on the next page.
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OPTIONS FOR PUBLIC REVIEW:

. Review of the substantial
amendment by an advisory
committee.

«  Holding a public hearing
specifically to provide
information on TIF and the
proposed amendment.

- Establishing a web presence
by both posting the proposed
amendment and posting
information about the
opportunities for public input.

«  Having one or more public
open houses where the public
is invited to participate actively
in planning: putting dots on
specific ideas for projects,
voting for key concepts.

«  Using social networking tools,
such as Twitter, to broadcast
meetings.

«  Working with the local business
district to provide input to TIF
decisions.

- Designing a Facebook page for
the TIF district.

«  Mailing to households within
the TIF district to provide
information or invite them to
public meetings.

«  Presenting information at
other public forums such as a
farmer’s market or other public
gathering spaces/events.

«  Streaming the public meetings
on public television.

«  Some localities may require
public vote of substantial
amendments.
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B. Statutory Provisions

The statutory requirements for this section are listed after each relevant step
in the process below.

C. Discussion

1. Meeting by TIF agency

The TIF agency has the power to create a TIF plan and as a substantial
amendment follows the procedures of plan approval, the agency also
authorizes a substantial amendment.

ORS 457.085(2) and ORS 457.085 (2)(i)

2. Meeting with affected municipalities

Prior to the establishment of a maximum amount of indebtedness , the TIF
agency that is carrying out the plan shall meet with the governing bodies
of the municipality that activated the TIF agency, and other municipalities
affected by the TIF plan, to review the proposed maximum amount of
indebtedness for the plan. No formal action is required by the affected
municipalities. The meaning of this section is that a substantial amendment
must not only be presented to the enacting municipality, but also must be
presented to the county commission for their information. Their vote is not
required. However, when any portion of the area of a proposed TIF plan
extends beyond the boundaries of a city into any other municipality (city or
county) and, in the case of a proposed plan by a county agency, when any
portion of the TIF district is within the boundaries of a city, the governing
body of the other municipality may approve the substantial amendment, and
may do so by resolution rather than by ordinance.

ORS 457.085(5), ORS 457.437 and ORS 457.105

3. Consult and Confer with the affected taxing districts

The minimum level of interaction of the affected taxing districts is set out

in the statutes. At a minimum, an agency must consult and confer with the
affected taxing districts. The substantial amendment and TIF report must
be sent to the governing body of any taxing district that is affected by the
TIF plan with an offer to consult and confer. These documents are to be
sent via certified mail to be received by taxing districts no less than 60 days
prior to City Council advertised public hearing. Affected taxing districts are
those which levy taxes within the TIF district. Any written recommendations
of these taxing districts must be accepted, rejected, or modified by the
jurisdiction in order to proceed with the substantial amendment.
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As a matter of best practices, engaging taxing district representatives early

in the process to discuss potential changes and how it impacts/benefits the
community along with potential needs of the taxing districts can help for a

smoother process.

The requirements under this section are different if the TIF agency is
requesting concurrence, which is defined as written approval from at least
75% of the affected taxing districts as associated with taxes levied under
permanent rate limits in the TIF district. Votes are applicable in situations
where a proposal to increase maximum indebtedness goes above 20% of the
original amount. Concurrence is also applicable if a municipality is adding a
public building project to a plan.

ORS 457.470

4. Referral of the proposed plan to the planning commission for
their review

If the jurisdiction has a planning commission, the substantial amendment
and report must be presented to the commission for its recommendation
before the substantial amendment may be presented to the jurisdiction for
approval.

The planning commission review is best done at a public hearing. The
planning commission’s formal role is not specified in the statutes. They
generally are advised that their role should be to determine the conformance
of the substantial amendment with the jurisdiction’s comprehensive plan, as
planning is the purview of the planning commission. Two separate motions
may be presented to the planning commission, one that finds the TIF plan
substantial amendment in conformance with the comprehensive plan, and
the other that finds the TIF plan substantial amendment in conformance with
the comprehensive plan.

Some planning commissions prefer to take the action to find conformance
with the comprehensive plan while others will refer the matter to the city

council for further approval.

WORKING WITH TAXING
Notice of the planning commission review should be done as for any DISTRICTS

planning commission meeting. No other notice provisions are required. Sections 2.1 Public Involvement,

4.1 Public Involvement and
Appendix E: Marketing,
Communications and Outreach
detail other ideas about working
with taxing districts.

5. Municipality public hearing/notice of hearing
Notice of a proposed substantial amendment must include the following
specific provisions:

1. The governing body, on a specified date, will hold a public hearing and
consider an ordinance substantially amending a TIF plan;
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2. The adoption of the substantial amendment may impact property tax
rates;

3. States the maximum indebtedness that can be issued or incurred
under the substantial amendment;

4. The ordinance, if approved, is subject to referendum; and

5. A copy of the ordinance, TIF plan amendment, and TIF report can be
obtained by contacting a designated person.

ORS 457.120(3)

6. Notice requirements for a substantial amendment

Notice of the public hearing on adoption of the TIF plan amendment must be
sent to individuals or households in one of the following groups:

1. Owners of real property that is located in the municipality;

2. Electors registered in the municipality;

3. Sewer, water, electric, or other utility customers in the municipality; or
4

. Postal patrons in the municipality and any parts of the TIF district that
extend beyond the municipality.

ORS 457.120(1)

For county plans, the individual notice must be provided to one of the
same groups within the boundaries of any K-12 school district that levies
taxes within the TIF district. Counties must also provide notice in the paper
of general circulation throughout the county in an advertisement not less
than three inches in height and three inches in width in the general interest
section of the newspaper (ORS 457.120(4)(b)). It must contain language
identified in ORS 457.120(3)(a-e).

If a plan is both in a city and in a county, notice must not only be sent to the
requirements stated for a city above, but also be sent to each individual in the
selected group that is located in the TIF district (ORS 457.120(2)). This super
notice must contain specific language, as defined in ORS 457.120(3)(a-e)
and stated in sub-paragraph 5 above.
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7. Approval of a substantial amendment by the municipality

A substantial amendment is adopted by the governing body of the
municipality by ordinance. The ordinance must be a non-emergency
ordinance. There are specific requirements for the contents of the ordinance
(ORS 457.095(1)-(7)):

« EachTIF areais blighted.

« The rehabilitation and redevelopment of the TIF area(s) is necessary to
protect the public health, safety, or welfare of the community.

« TheTIF plan conforms to the comprehensive plan and economic
development plan, if any, of the municipality. The plan must also
provide an outline of planned TIF projects.

« Relocation requirements must be met.

« That any property acquisition called for in the TIF plan is necessary to
achieve the objectives of the plan.

+ That the plan is economically sound and feasible.

« That the city or county will assume any responsibilities given to it
under the plan.

8. Hearing

At the public hearing on the ordinance, the governing body should hear the
report and recommendations of the TIF agency, take public testimony, and
consider the recommendations, if any, of the planning commission and of
affected taxing districts. Any written recommendations of the affected taxing
districts must be formally accepted, rejected, or modified.

Presumed valid: Any plan

adopted in conformance with

all legal requirements shall be
conclusively presumed valid 90
days after adoption of the TIFI plan
amendment by ordinance of the
governing body of the municipality.
No direct or collateral attack on

the action may thereafter be
commenced.

9. Recording

A substantial amendment, along with a copy of the ordinance approving the
substantial amendment, must be recorded with the recording officer of each
county in which any portion of a TIF district within the TIF plan is situated. A
copy of the plan should also be sent to the county assessor.

10. Notices

Notice of adoption of an ordinance approving a substantial amendment
shall be published within four days of adoption of the ordinance approving
the amendment in a newspaper having the greatest circulation in the
municipality. If no newspaper is published in the municipality the notice
may be published in the newspaper of the closest published paper. The
notice must say that the ordinance has been adopted and that 90 days
after adoption of the plan amendment the amendment will be conclusively

presumed to be valid. ORS 457.095 and ORS 457.115
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D. Best Practices

Below are some examples of procedural requirements.
Example of Notice

NOTICE OF ADOPTION OF THE AMENDED (MUNICIPALITY) TIF
PLAN

The City Council of (municipality) has adopted Ordinance No. X on
April 22,2019 approving an amendment to the X TIF Plan. The X
TIF Plan as amended has been adopted in conformance with the
applicable legal requirements and shall be conclusively presumed
valid for all purposes 30 days after the adoption of the ordinance.

This notice is to be published within 4 days of adoption of the Amendment in
the newspaper having the greatest circulation in the municipality and which
is published in the municipality.

Example Substantial Amendment Process

On the next few pages is a comprehensive example of the process for
undergoing a substantial amendment for increasing maximum indebtedness
that requires the agency to consult and confer with taxing jurisdictions. It is
based on the 2018/2019 calendar and procedure.

Best Practices for Tax Increment Financing Agencies in Oregon
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5.2 MINOR AMENDMENTS

A. Background

A minor amendment may include any action of the TIF agency to change the
existing TIF plan in a way other than that which is defined as a substantial
amendment.

B. Statutory Provisions

ORS 457.085 (2)(i) describes the qualifications for substantial amendments.
There are no statutory requirements for amendments that do not meet these
qualifications.

C. Discussion

Minor amendments typically include the following:

- Changes to projects, programs, goals or objectives such as adding or
removing.

« Modification to TIF area boundary, which does not exceed the addition
of 1% of the total land area of the TIF area. The 1% is in reference to the
area adopted in the original plan.

« Acquisition of land or buildings.

Minor amendments are typically approved by action of the TIF agency, and
commonly via resolutions; as opposed to ordinances of the governing body.

TIF plans are not required to set specific processes for minor amendments.
In addition, ORS does not provide regulations for minor amendments. Minor
amendments should cover all TIF plan amendments that the locality is
comfortable having made at the TIF agency level. These minor amendments
are typically affected through a resolution of the agency.

Steps/Timeline/Process

A new TIF Plan and Report is not required, additional and/or revised
documentation can be incorporated into the existing TIF Report.

If there is a boundary amendment, i.e. property added to the TIF district,
an existing conditions analysis of the property should be completed. This
includes an updated survey to incorporate the new parcels into the TIF
district legal description.

A staff report would be drafted in order to get approval for minor
amendment which should include the following:

Best Practices for Tax Increment Financing Agencies in Oregon
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1. Type: Project Addition

If projects are being added to the plan, document that there

is sufficient funding in the TIF district to pay for the project or
outline how it would be completed. Also, outline the purpose for
adding the project to the plan and what public input or outreach
contributed to the recommendation. ORS 457.085 (3)(a-i)

When adding a project, state the project and how it aligns with the
established goals and objectives of the applicable TIF district.

If known, state the estimated timeline for implementation or
completion for each project.

2. Boundary Amendment/Property Addition (less than 1%)

Per ORS the geographical boundary of a TIF district can only
increase by 1% (based on the original size of the TIF district at
creation of the plan) to be considered a minor amendment,
anything more is considered substantial. Therefore, first check to
ensure the proposed parcel increase does not trigger more than
1% of land increase. Please note, removing parcels from a TIF
district does not allow for additional increases, as specified in HB
2174 that was passed in 2019.

BANDON AREATWO
AMENDMENT

Bandon Area Two Amendment
was designed around the

Bandon Parks Committee
recommendations on projects. The
projects in Area Two are mostly
parks and trail projects. Pictured
above are two of the Bandon Area
Two projects: the Barn Community
Center and pedestrian bridge.

Boundary amendments require survey work in order to amend
the legal description of the TIF district. Allow for additional time
and costs in your process to complete this work plan to engage
municipalities engineering team or bring on an engineering
consultant to assist with survey work.

D. Best Practices

Public Involvement

Because minor amendments are not guided by statutes, the required
outreach for communities should be determined based on the affected TIF
district plan and community/political dynamics. If the affected TIF district
has an advisory board the amendment should be presented to them and
feedback request to take back to the governing body.

Below are some examples of procedures for minor amendments.

Example Process of Adding Project to the Plan

1. Ensure the addition of project meets the goals and objectives of the TIF
district plan.

2. Discuss with advisory board and/or affected stakeholders to determine
inclusion and get feedback.
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3. Amend projects section of TIF district plan (show via track changes
for purposes of staff report, clean version for purposes of recording
document with the county).

4. Draft associated resolution as attachment to staff report (work with legal).
5. Draft Staff Report incorporating items necessary as outlined prior.

6. Upon approval, record with the county.

Example Process of Boundary Amendment/Adding Parcel to TIF
district (less than 1%)

1. Discuss potential boundary amendment with internal staff and/or with
stakeholders and identify the purpose/goals of adding the land.

2. Engage engineering for updated legal description and map.
3. Advisory Board feedback/recommendation.

4, Staff Report outlining items above, including a resolution and edited TIF
district Plan as attachments.

Record final approved Plan with the County.

5.3 COUNCIL-APPROVED/MAJOR
AMENDMENTS

A. Background

If the jurisdiction wishes to have city council review and approval of some
amendments to certain provisions of a TIF plan, but wishes to avoid the full
substantial amendment process, those amendments should be identified as
council-approved or major amendments.

B. Statutory Provisions

There are no statutory requirements for public involvement in amendments
that are not substantial amendments.

C. Discussion

In light of the individual mailed notice requirements for substantial
amendments, some municipalities may want to have a higher level of review
for a decision but feel that the cost of a super notice is not warranted. These

9]
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5. AMENDMENTS TO THE TAX INCREMENT FINANCING PLAN

TIF plans contain a third category of amendment and require a process in
between the processes for minor and substantial amendments. Commonly
called a council-approved or major amendment (because, for a city agency,
it may require the approval of the city council by ordinance). Amendments
of this type are processed in the same manner as substantial amendments,
except there is no super notice requirement. Many plans use this category
for amendments that were formerly, or would otherwise be, substantial
amendments. These are generally an addition or change of a project that
exceeds a specified dollar amount or acquisition of property.

D. Best Practices

Council-approved or major amendments should be presented to the
jurisdiction by the TIF agency and approved by either an ordinance or

a resolution of the governing body. If this tool is used at the local level,
they should be termed council-approved amendments as the term major
amendment is often confused with substantial amendment, which is a
statutorily defined term.

Public Outreach

As with minor amendments, a council-approved amendment will be defined
in most TIF plans. The amendment can be done with the approval of the TIF
agency and does not have any statutory public outreach required.

The public involvement process should reflect the impact of the change, a
change with more impact should have more involvement. If the change is a
major change in a project and there is a stakeholder committee with a vital
interest in the proposed change, the affected group should be given the
opportunity to review and provide feedback before the plan is amended.
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CHAPTER CONTENTS

This chapter contains the
following sections:

6. Running an Urban
Renewal Agency

6.1 Establishing Bylaws

6.2 Changing the Form of Agency
Governance

6.3 Public Involvement TIF agencies vary in their organizational structure, from single individuals
assigned responsibility to run the TIF program, to portions of various
individuals assigned other responsibilities within the organization that
created the TIF agency collaborating to perform TIF projects and programs, to
agencies that operate as purely separate entities, complete with staffing and
separate boards. Irrespective of how the TIF agency is staffed or governed, as
a separate entity, it is necessary for staff and the governing board to ensure
they each fulfill the various legal requirements for the TIF agency on an
ongoing basis.

6.4 Financial Reporting
6.5 Budget

6.6 Auxiliary Uses of TIF
6.7 Program Income

6.8 Debtand Maximum
indebtedness Reporting

6.9 Performance Measures
6.10 Leveraging TIF
6.11 Relocation

6.12 Acquisition/Disposition of Real
Property
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ANNUAL FINANCIAL
REPORTING

HB 2174, passed in 2019, updated

6.1 ESTABLISHING BYLAWS

the requirements for annual
A. BaCkground financial reporting from TIF
As a separate and distinct entity, establishing bylaws is a requisite organizing agencies.
function.

Updates on maximum
indebtedness must be included
in these reports. Additionally,
the reports are to be distributed
to all affected taxing districts,
and the agency shall appoint

a representative to answer
questions.

B. Statutory Provisions

ORS 457.035 provides for the creation; ordinance to exercise power; and
jurisdiction for TIF activities. ORS 457.170 and 457.180 further addresses
specific powers of TIF agencies. No statute requires the adoption of TIF
agency bylaws.

C. Discussion

An organization’s bylaws are legally binding and detail how the organization
is structured and governed. State law does not determine the content of
bylaws for a TIF agency. However, many agencies find that bylaws assist in
the orderly conduct of business. Urban renewal agencies are encouraged to
review the bylaws on a periodic basis, or at least every three years, to ensure
that they are consistent with the organization’s operations.

D. Best Practices Tips

Best practices suggest that TIF agencies should establish bylaws that address
general information, governing board information, officers, and fiscal matters.
A complete list can be found in Appendix X.

6.2 CHANGING THE FORM OF
AGENCY GOVERNANCE

A. Background
The municipality that sponsors a TIF agency may decide that the initial choice
of governance body is undesirable. The governance body may be changed.

B. Statutory Provisions

ORS 457.055 allows the municipality to change the form of the agency’s
governance body to any form allowed by statute.
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C. Discussion

The governing body of the municipality may, by ordinance, transfer the
authority of the TIF agency to any other body that may have been initially
appointed to exercise the agency powers. These are: the governing body
itself, the housing authority of the municipality, or a separate board
consisting of at least three members. Examples influencing a change of
governance could include a consistent lack of quorum, a practice of inability
to make program or project decisions, or actions that are contrary to the
objectives of the TIF plan.

D. Best Practices Tips

Changing the form of the TIF agency’s governance body should be a carefully
considered decision, taken only when in the best interest of completing the
TIF plan.

6.3 PUBLIC INVOLVEMENT

A. Background

Public involvement is a key component of the ongoing administration of a TIF
plan. Involvement needs range from providing transparency on the activities
of the TIF agency to providing an opportunity for citizens to serve on a
citizens’ advisory committee to allowing the broader public to interact with
the agency on a Facebook page. There is significant incentive for a TIF agency
to establish an effort to engage the public. For example, the adoption of a TIF
plan amendment goes much more smoothly when there is significant public
support for the plan.

B. Statutory Provisions

There is one statutory requirement for public information in the ongoing
administration of a TIF agency. The agency must file an annual report (ORS
457.460). This report must be on file at the city or county (depending on the
governing jurisdiction) to allow for public viewing, and portions must be
published in the newspaper at two separate times.

C. Discussion

Options for involvement while running a TIF agency include:

« Acitizens'advisory committee to review decisions on the
administration of the TIF plan, from input on the annual budgeting

Best Practices for Tax Increment Financing Agencies in Oregon
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process to making recommendations to the TIF agency on policy
issues such as potential amendments to the plan.

+ Publishing more information in the annual report than is strictly
required by the statute. Summarizing the projects of the previous
year and identifying the public benefit, leverage of funding, private
investment, and/or projected return on investment.

«  Working with an established Main Street or business organization to
review plan priorities.

« Publishing information about the TIF agency on the city webpage,
including the adopted TIF plan and report and any current activities.

« Social media activities, including a Facebook and/or Twitter page for
the activities of the TIF agency.

« Work with local newspaper to document success stories, giving credit
toTIF.

D. Best Practices Tips

When the TIF district is established, it should adopt a public involvement
policy. The public involvement plan should be reviewed periodically to
ensure it is meeting the needs of the community.

ASTORIA PUBLIC
INVOLVEMENT WITH ADHDA

The City of Astoria works directly
with the Astoria Downtown
Historic District Association on
determining projects and priorities
for TIF spending. Member of the
city staff are on the ADHDA board
and ADHDA board members

are on City committees dealing
with specific projects such as the
planning for the Garden of Surging
Waves as a cornerstone to the
downtown.

6.4 FINANCIAL REPORTING

A. Background

One of the key roles of the TIF agency board is its fiduciary responsibilities.

A key component of ensuring the financial integrity of the organization is
regular and timely financial reporting, including management discussion and
analysis of the agency’s programs and projects.

There are three groups responsible for the quality of financial reporting: the
governing board, financial management and staff, and the independent
auditor. First among these groups is the governing board, due to its unique
position as the ultimate responsibility for oversight of financial reporting
processes.

TIF agencies are component units of jurisdictions, and the financial reporting
function is generally performed by city (or county) staff. Also, a jurisdiction’s
auditor generally performs the audit function. Lastly, since the agency is a
component unit of the jurisdiction, the jurisdiction’s governing board has the
ultimate responsibility for oversight.

Best Practices for Tax Increment Financing Agencies in Oregon November 2019 89



6. MANAGING A TAX INCREMENT FINANCING AGENCY

B. Statutory Provisions

ORS 297.405 - 297.555 provide the various statutory requirements for
financial reporting of Oregon municipalities, including annual audits by
independent auditors (297.425).

ORS 457.460 requires limited duplication of annual financial reporting

and budgeting, and additionally requires reporting on the analysis of

the impacts, if any, of carrying out the TIF plan on the tax collections for

the proceeding year of the overlapping taxing jurisdictions. Updates on
maximum indebtedness must be included in annual reports. Reports are to
be distributed to all affected taxing districts and TIF agencies are to designate
a representative to consult with the districts and answer questions.

C. Discussion

Presently, TIF agencies are preparing a separate report to meet the specific
requirements of each statute noted above, although there is no requirement
to do so. Additionally, most TIF agencies in Oregon do not provide
management analysis and discussion of the agency’s performance during the
reporting period or projected activity during the ensuring period(s).

The City of Wilsonville specifically
identifies project activity from
the previous year in their annual
report.

Also, many TIF agencies, like their jurisdictions, struggle to complete their
audits and file their reports by December 31. As a result, the information from
these valuable reports is not timely for decision-making and may be viewed
by decision makers as mere compliance work rather than an integral element
of strategic planning.

D. Best Practices Tips

Consistent with the Government Finance Officers Association recommended
best practice for governmental accounting, auditing, and financial reporting
practices, OEDA urges each TIF agency to do the following to fulfill its
financial reporting responsibilities:

- Maintain an accounting system adequate to provide all of the data
needed to allow for the timely preparation of financial statements
for the entire financial reporting entity in conformity with generally
accepted accounting principles (GAAP);

+ Issue timely financial statements for the entire financial reporting
entity in conformity with GAAP as part of a comprehensive annual
financial report (CAFR); and

« Have those financial statements independently audited in accordance
with either generally accepted auditing standards (GAAS) or
Government Auditing Standards (GAS), as appropriate.
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Suggested financial reporting includes the following:

Monthly financial reports should be prepared and distributed in a timely
fashion. The reports should be prepared at an appropriate level for the
intended audience,(e.g., board reports should be at high level, with detail
available as needed), while reports to management should provide greater
detail. Board members, managers, and staff should review reports in a timely
fashion and provide timely feedback on any discrepancies. The reports
should provide explanations for significant variations to budget.

Quatrterly financial reports should be prepared and distributed in a

timely fashion. These reports should include an update on the TIF agency’s
activities, including, but not limited to, explanation of any significant
variances, both financially and operationally. Reports should be prepared for
the intended audience and recipients should provide timely feedback on any
discrepancies.

Annual financial reports should be prepared, audited, and distributed

in a timely fashion. The reports should include management discussion
and analysis of activities in the reporting period and upcoming period(s).
Although statutes require audited financial reports be submitted by
December 31 each year, reports should be completed and distributed to
users much earlier. Additionally, consistent with the Government Finance
Officers Association Best Practice recommendation, the municipality’s
governing board should appoint an audit committee to provide much
needed independent review and oversight of the TIF agency’s financial
reporting processes, internal controls, and independent auditors. The audit
committee should be the same committee that serves the municipality.
Further details regarding this best practice is available at GFOA Best Practice -
Audit Committees.™®

OEDA also suggests that TIF agencies consider consolidating the required
reporting of ORS 457.460 with the annual audited financial report, or, in the
absence of the ability to prepare and distribute, in a timely manner, annual
audited financial statements, OEDA suggests agencies consider participation
in the Government Finance Officers Association (GFOA) Popular Annual
Financial Reports program. These financial reports are more readable and
usable by non-financial and regulatory readers. The required elements of ORS
457.460 may also be considered for consolidation in this report.

10 http://www.gfoa.org/index.php?option=com_content&task=view&id=1451
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6.5 BUDGET

A. Background

The National Advisory Council on State and Local Budgeting (NACSLB)
has identified four essential principles of effective budgeting. The specific
principles include:

« Set broad goals to guide decisions;
- Develop strategies and financial policies;
- Design a budget supportive of strategies and goals; and

« Focus on the necessity of continually evaluating a government'’s
success at achieving the goals that it has set for itself (i.e.,
performance).

B. Statutory Provisions

ORS 294.305 - 294.565 provide the various statutory requirements for
budgeting of Oregon jurisdictions.

C. Discussion

The Government Finance Officers Association has officially adopted

the recommendations of the NACSLB. GFOA has also issued separate
recommended practices on strategic planning and performance
measurement. All of these documents underscore GFOA's long-standing
support of strategic planning and performance measurement as part of the
budget process.

Consistent with the NACSLB principles, a growing number of governments
use the budgeting for results and outcomes approach. Rather than starting
with the prior period’s budgeted programs and activities, they begin with
available revenues, continue by considering desired results and strategies,
and then end by deciding which activities and programs can best achieve
desired results.

This approach is a departure from the incrementalism often characteristic of
budgeting. Budgeting for results and outcomes links strategic planning, long-
range financial planning, performance measures, budgeting, and evaluation.
It also links resources to objectives at the beginning of the budgetary
process, so that the primary focus is on outcomes rather than organizational
structure.
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D. Best Practices Tips

Consistent with the GFOA, OEDA recommends TIF agencies consider
budgeting for results and outcomes as a practical way to achieve the NACSLB
objective of integrating performance into the budgetary process. OEDA
believes that the steps below should help an agency make a successful
transition:

1. Determine how much money is available. The budget should be built
on expected resources. This would include existing revenue, any new
revenue sources, and the potential use of fund balance and/or debt.

2. Prioritize projects. The results or outcomes that matter most to the
success of the agency fulfilling its mission should be prioritized.

3. Allocate resources among high priority projects. The allocations
should be made in a fair and objective manner.

4. Conduct analysis to determine which strategies, programs, and
activities will best achieve desired results.

Budgeting for results and
outcomes is not just a one-year
exercise, but instead a multi-year
effort that should improve the
budget process.

5. Budget available dollars to the most significant programs and projects.
The objective is to maximize the benefit of the available resources.

6. Set measures of annual progress, monitor, and close the feedback
loop. These measures should spell out the expected results and
outcomes and how they will be measured.

7. Check what actually happened. This involves using performance
measures to compare actual versus budgeted results.

8. Communicate performance results. Internal and external stakeholders
should be informed of the results in an understandable format.

6.6 AUXILIARY USES OF TIF

A. Background

Use of tax increment funds is limited to projects listed in ORS 457.170. In all
cases, activities to be funded with tax increment funds must be included in
the TIF plan. Even with the liberal interpretation of these projects that has

evolved over the years, the project definitions are not infinitely expandable.

Jurisdictions sometimes ask TIF agencies to finance operating and
maintenance costs associated with capital improvements financed by the
agency or even to finance regular ongoing municipal service costs.
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Another issue is whether tax increment funds can be spent for TIF agency
staff. These questions include whether staff costs can be funded from tax
increment bond proceeds and whether tax increment funds can pay staff for
work not related to TIF. Questions sometimes arise regarding the expenditure
of tax increment revenues generated within one TIF district for the benefit

of another TIF district within the same jurisdiction. Finally, funds that a TIF
agency may receive that are not tax increment funds should be considered.

B. Statutory Provisions
ORS 457.170 describes the projects allowed in a TIF plan.

C. Discussion

Expenditures on operation and maintenance

Expenditures of tax increment revenues on operation and maintenance

of capital facilities and expenditures on municipal services (e.g., police)

are not allowed. This generally applies to capital facilities that have been
developed with tax increment funds. There are two distinct considerations.
First, from a legal standpoint, redevelopment attorneys have stated that such
expenditures are not authorized by statute, and the powers cited above from
ORS 457.170 do not specifically include operation and maintenance. Second,
as a matter of practice, tax increment revenues are not an ongoing revenue
source and should not be used to fund ongoing expenses. Such a practice,
like fully funding citywide projects with tax increments funds, diverts the tax
increment funds from other projects in the TIF district that will cure blighted
conditions.

Exceptions however, may include expenditures for start-up operational
costs of a capital facility developed with tax increment funds, because these
costs are considered part of the capital budget. Property management costs
relating to property acquired by the TIF agency prior to its disposition for
development or redevelopment are allowed to preserve the property value.

Decisions about what constitutes a capital project and what constitutes

a maintenance activity are often difficult to make. For example, is the
overlaying of street pavement maintenance or a capital improvement? The
TIF agency should use its best judgment to make these determinations and
whether to include them as projects in the TIF plan.
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Expenditures on TIF agency staff
Costs include staff (salary and
benefits), office space, office
equipment and supplies,
consultants’and attorneys’ fees,
and other miscellaneous costs of
implementing the TIF plan.

The administrative costs of operating a TIF agency are appropriately funded
from tax increment funds. Tax-exempt bond proceeds cannot be used for
these administrative expenditures. Alternatively, expenditures may be made
from annual tax increment revenues, provided that such expenditures are
used to repay debt incurred in paying staff and administrative costs. It is
common that the staff of the sponsoring jurisdiction administer the TIF
agency.

Expenditure of tax increment funds for another TIF district

Tax increment revenues generated within one TIF district of a jurisdiction may
not be expended for projects within another TIF district of the jurisdiction
(ORS 457.440(6)(b)). Likewise, tax increment funds generated by debt in one
TIF district may not be loaned to another TIF district. The proceeds of bonds
are restricted to expenditure for projects in the TIF district that is generating
revenue to pay the bonds.

D. Best Practices Tips

1. Expenditures of tax increment revenues on operation and
maintenance of capital facilities (except as are included in a capital
investment) and expenditures on municipal services (e.g., police) must
be avoided.

2. When staff performs a mix of duties, including some unrelated to the
TIF district, other funds should pay for the non-TIF duties.

3. If theTIF agency does not have exclusive staff or exclusive consultants/
contractors dedicated to agency administration, then the agency
should enter into an intergovernmental agreement (IGA) with the
sponsoring jurisdiction that specifies the TIF duties, the percentage of
time and costs that will be allocated to the TIF district, and the basis
and time for payment of these costs. This allocation must be done on a
reasonable basis, and should take into account the actual or estimated
percentages of the services or supplies used by the TIF agency. The IGA
becomes a debt instrument and the costs can be paid directly from tax
increment revenue collections.

4. ATIF agency should not grant or loan tax increment funds from one
TIF plan to another.
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6.7 PROGRAM INCOME

A. Background

From time to time, as a result of its TIF project activities, a TIF agency may
acquire funds that are not the proceeds of debt and are not tax increment
revenue distributed from the tax collector. These funds are called program
income. Examples are proceeds from the sale of real property the TIF agency
acquired and funds repaid by borrowers from a TIF plan loan program, such
as a facade improvement program or a private property rehabilitation loan.
Interest paid on tax collections paid into a TIF district’s special fund under
ORS 457.440(6) is not program income. The acquisition or expenditure of
program income is not included when calculating maximum indebtedness.

B. Statutory Provisions

ORS 457.190 limits the use of grants or loans received by the TIF agency from
third parties.

ORS 457.180 lists activities that a TIF agency may perform outside the
projects in a TIF plan.

C. Discussion

Proceeds of grants or loans received by a TIF agency from third parties must
be the undertaking and carrying out of TIF projects.

Use of program income will be limited in the first instance by the covenants
of any debt that produced the tax increment funds for the original TIF activity.
Determining the limits is a case-by-case inquiry and bond counsel must be
consulted.

Use of program income may also be limited by the terms of a TIF plan itself.
A plan may provide that all income generated by the plan activities will be
dedicated to debt repayment.

Finally, if not limited as stated above, program income may only be used for
activities described either in ORS 457.170 (designated TIF projects in the plan)
or ORS 457.180. The latter section gives a TIF agency the power to:

“457.180 Powers of TIF agencies in general. ATIF agency, in addition to its
other powers, may:

(1) Make plans for carrying out a program of voluntary repair and
rehabilitation of buildings and improvements.
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(2) Make plans for the enforcement of laws, codes and regulations
relating to:

(a) The use of land.
(b) The use and occupancy of buildings and improvements.

(c) The repair, rehabilitation, demolition or removal of buildings and
improvements.

(3) Make plans for the relocation of persons and property displaced by a
TIF project.

(4) Make preliminary plans outlining TIF activities for neighborhoods to
embrace two or more TIF districts.

(5) Conduct preliminary surveys to determine if the undertaking and
carrying out of a TIF project is feasible.

(6) Develop, test and report methods and techniques and carry out
demonstrations and other activities for the prevention and the
elimination of urban blight.

(7) Engage in any other housing or community development activities
specifically delegated to it by the governing body of the municipality
including but not limited to land acquisition and disposition,
conservation and rehabilitation, residential or business relocation,
construction, leasing or management of housing, and the making of
grants and loans from any available source.”

Subsection (7) is the most interesting—it allows some funds of the TIF agency
to be directed by the governing body of the jurisdiction for specific purposes.

D. Best Practices Tips

1. Use of program income is a case-by-case inquiry and TIF agency
counsel and bond counsel must be consulted.

2. ATIF agency should use program income for non-plan related
activities only pursuant to official action to spend such funds within
the agency budget.

3. Using program income for housing or community development
activities specifically delegated to a TIF agency by the governing body
of the jurisdiction should be based only on official governing body
action expressing delegation.
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6.8 DEBT AND MAXIMUM
INDEBTEDNESS REPORTING

A. Background

Every TIF plan must include a statement of maximum indebtedness.
Additionally, limitations related to future TIF plan amendments to increase
maximum indebtedness and future potential revenue sharing with the
affected taxing districts necessitate periodic review of the status of remaining
maximum indebtedness relative to the remaining projects and activities to
implement and complete the plan.

B. Statutory Provisions

ORS 457.450 (2) states that tax increment funds are to be collected until the
TIF agency’s maximum indebtedness is fully paid or sufficient tax increment
funds have been collected to retire the maximum debt.

ORS 457.460 requires annual financial reports issued by TIF agencies to
include updates on maximum indebtedness.

C. Discussion

Additional considerations relative to maximum indebtedness for TIF agencies
include:

Maximum indebtedness is stated in actual dollars at the time debt is issued;
therefore, the timing to incur indebtedness and make expenditures becomes
more important. In other words, as a result of inflation, dollars spent today
likely will accomplish more than the same dollar spent at a later date.

To more effectively manage available resources including debt, a TIF agency
must understand its debt capacity at any given time to better plan capital
investment.

D. Best Practices Tips

ATIF agency should annually track and report the status of its maximum
indebtedness and its expenditures relative to its TIF plan. Maximum
Indebtedness includes all money spent on projects, programs, and
administration of the plan. It does not include indebtedness incurred to
refund or refinance existing indebtedness, nor does it include interest
payments.
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6.9 PERFORMANCE MEASURES

A. Background

Measuring the impact of a TIF district should be an integral part of a TIF
agency's annual reporting process, as well as the jurisdiction’s overall
communications program. TIF, by definition, should help attract and retain
jobs, build housing, grow businesses, remove blight, and accomplish many
other positive things. Identifying and quantifying these impacts should be

a part of each TIF agency’s mission. This section of the document discusses
potential conditions that could be measured and suggests several strategies
for conducting that analysis.

B. Statutory Provisions

There are no statutory requirements for performance measures.

C. Discussion

Before attempting to measure a project’s impact, it is important to
understand the distinction between direct and indirect impacts and which

of these should be measured and reported. Direct impacts are those that

are directly connected to the TIF investment itself, such as the number of
apartments built as part of a project supported by TIF funding. Indirect
impacts could include a range of benefits, such as the increased retail activity
that might take place within a district due to the new residents that live in the
apartment building.

There is no best practice for whether direct or indirect impact analysis is the
most appropriate—it will depend on local circumstances. Direct impacts tend
to be the easiest to measure (and explain), but may significantly understate
the value of an investment to a community. Likewise, indirect impacts may
present a fuller picture of the benefits of a project, but are harder to measure.

In addition to measuring the impacts from specific TIF investments, it is
useful to catalog all new investments in the TIF district in order to ensure
that indirect impacts are captured. By identifying these projects, and even
mapping them, patterns of investment momentum can be demonstrated,
which can often help tell the story of how TIF facilitates revitalization and
private sector development.

Some specific areas that are good indicators of a TIF district’s performance,
and might be included in a performance measurement process, include:

« Tax base growth: This is the most fundamental assessment of the
success of a TIF district, and should be included in every annual report.

+ Leverage ratio: See Section 5.2.3.
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« New housing units: Measure and map the location of new housing
built in the TIF district. In smaller districts, project staff will likely be
aware of all new projects, but in larger districts, reviewing building
permit data might be necessary.

« New businesses and employment: Jobs are one of the most important
indicators of a community’s health. Identify new businesses that have
located in the TIF district, especially those that are the direct result of a
TIF project.

+ Retail activity: For downtown and business district-based TIF districts,
increasing retail activity and reducing storefront vacancies is an
important measure of success. Since Oregon does not have a sales
tax, it is difficult to directly measure retail sales activity. While it can
be estimated from some proprietary economic databases, similar
information can be attained from a survey of building vacancies,
interviews with merchants, and partnering with business associations

« Major projects: Identifying and mapping the location of major
projects, both public and private, can be instrumental in telling the big
picture story of a TIF plan’s success. From an analytical point of view,
mapping can also highlight patterns of investment that might indicate
the catalytic effect that certain TIF investments have had on private
investment in the TIF district.

The specific methodology for measuring each element will vary from
community to community, where the availability of data will range from
robust to minimal. While there can be no standard methodology that will
work for all communities, the best practice is to clearly document what is
being counted and from where the data has come. This helps to answer
questions from stakeholders, the media, and elected officials, and it also
helps to document for future TIF agency staff how to update the information
over time.

D. Best Practices Tips

Measuring the performance of a TIF district should be done integrally with
the annual reporting process. Maintaining templates and other types of
standardization will help in the measuring of performance across years and
over the life of the TIF plan. In all cases, information sources should be clearly
documented in order to answer possible questions and assist others in
updating the information over time.

Finally, the presentation format should be such that it is easily readable and
can serve as a communications tool—telling the story of the TIF district’s
success. For examples of potential performance measures, see Section 6.9 (C).
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6.10 LEVERAGING TIF

A. Background

Leveraging TIF means increasing the impact of TIF dollars by attracting a
matching amount of private investment. Indeed, the financial model of tax
increment financing requires new private investment in order to generate
the new taxes over the frozen base. Leverage can be measured in terms of a
leverage ratio—the ratio of private investment (in a project, in a district, or

in any other defined area) to public investment. While there are no hard and
fast rules for an appropriate leverage ratio, many districts have been able to
achieve ratios of five or ten to one or higher. That is, for every dollar of public
investment, the jurisdiction has seen five or ten dollars of private investment.

B. Statutory Provisions

There are no statutory requirements for leveraging TIF.

C. Discussion

Leveraging Private Financing

TIF can help leverage private funding by being the gap financing that
completes a financing package for a project. In an era of increasingly
challenging financial markets, the need for gap financing to make innovative
projects possible is increasing. These types of contributions can be
structured as grants, loans, and guarantees. Public-private partnerships and
development agreements can be structured so as to manage the amount of
risk that the TIF agency is willing to take.

Leveraging Public Funding Tools

TIF can be most effective when it is paired with other funding tools.
Particularly for grants, TIF can represent a critical local match that can bring in
outside resources several times the size of the local contribution. In addition
to grants, TIF can leverage other public funding tools such as Housing and
Urban Development Sec. 108 tax credits (Housing Tax Credits, New Market
Tax Credits, Low Income Housing Tax Credits, etc.).

Leveraging Property Acquisitions

ATIF agency can leverage TIF by acquiring properties and then writing down
the value of the land when selling to a private developer. This can leverage
private investment by reducing the holding costs for a developer (they don't
have to buy the land until they are ready for development) and by reducing
the cost of the land, which reduces the overall project costs.

Best Practices for Tax Increment Financing Agencies in Oregon

PUBLIC AND PRIVATE
PARTNERSHIPS

Lake Oswego’s Lake View Village
was a joint partnership of the
Agency and a private developer.
The Agency provided funding
for the parking garage while the
developer funded the building
construction.
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PRIORITIZING TIF SPENDING

There are many factors that

will change over the course of

a plan that may influence the
spending and action priorities of
a TIF agency. Changing market
conditions, the departure of a
major employer, economic cycles,
new zoning and other policies,
demographic shifts, and many,
many other factors will affect the
specific projects a TIF agency will
pursue in any given year.
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Leveraging Shared Infrastructure

TIF is leveraged when a particular investment can be used to support
multiple private investments around it. A shared parking garage, a public
plaza, and utility upgrades are investments that can have benefits for
multiple adjacent and nearby properties for many years to come. Conversely,
leverage will be limited when the TIF investment is in a project or location
that has little opportunity to benefit other projects in the future.

Strategic Planning

Strategic planning is a process where a TIF agency (or its city or county)
works with stakeholders to analyze conditions and update its priorities. The
resulting strategic plan can then feed into the TIF agency’s annual budgeting
process to prioritize investments. In some cases, the strategic plan may even
lead to recommended plan amendments.

Since a TIF plan identifies projects to be implemented over the life of a TIF
district (sometimes longer than 20 years), it usually cannot provide the type
of specificity to guide annual priorities, budgeting, and actions on a year-to-
year basis, especially in the later years of a district.

The benefits of a strategic plan are that it allows an agency to adjust to
changing conditions, provides an avenue for ongoing community input and
the cultivation of project champions, and reflects a proactive rather than
reactive approach to project identification and prioritization.

D. Best Practices Tips

Through strategic planning and individual project analysis, a TIF agency can
leverage TIF in order to maximize its return on investment.

6.11 RELOCATION

A. Background

ATIF agency that undertakes projects that displace residents or businesses
is obligated to temporarily or permanently relocate those residents and/

or businesses. Though requirements for relocation programs are set out

in some detail in the Oregon Revised Statutes, a TIF agency is sometimes
faced with situations in which it is unclear whether residents and businesses
are displaced by agency projects or by the anticipation of possible agency
projects in the future.
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B. Statutory Provisions

ORS 457.085(3)(i) requires a relocation report in the TIF report accompanying
the approval of the TIF plan.

ORS 35.500 to 35.530 sets out the state mandated procedures for relocation.

C. Discussion

ATIF agency is required to include a relocation report in the TIF report
accompanying the approval of the TIF plan. The report must analyze the need
for relocation of residents and businesses, describe the methods to be used
in relocation, which must conform with ORS 35.500 to 35.530, and enumerate
by cost range the existing housing units that are to be demolished, altered,
and/or new units to be added. Sometimes, a property owner or tenant moves
before the TIF agency acquires a property.

RELOCATION CONSIDERATIONS

The Oregon Department of
Transportation has adopted a set
of such regulations that several TIF
agencies have used as a model.

In addition, there are expert
consultants who will assist in
relocation matters.

Relocation considerations should be part of all acquisition negotiations. In
some cases, the TIF plan does not contemplate property acquisition or the
need for resident or business relocation. A property owner has the right
to relocation benefits whether the transaction is voluntary or involuntary.
Relocation benefits may not be waived except in writing.

D. Best Practices Tips

« For plans that include acquisition and relocation, a TIF agency should
adopt formal and complete relocation regulations that conform to
statutory requirements and the Uniform Relocation Act.

« For plans with no acquisition, a TIF report may include a statement
that, if property acquisition is later included in a plan by amendment,
then relocation regulations will be adopted before acquisition
activities begin.

« ATIF agency should use reasonable efforts to determine whether
residents or businesses have been displaced as a result of a property
owner anticipating possible future acquisition of the property by the
agency. In such cases, the agency should determine to what extent,
if any, relocation benefits should be provided to the residents or
businesses.
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6.12 ACQUISITION/DISPOSITION OF
REAL PROPERTY

A. Background

Some of the more significant powers of TIF agencies are their ability to
acquire land for redevelopment and their ability to dispose of such property
for its fair reuse value. TIF agencies can sell or lease property for less than

fair market value under certain circumstances. Fair market value is based on
“highest and best use” of a property. Fair reuse value takes into consideration
restrictions on the use or type of uses that may be developed or redeveloped
on the property, and other limitations imposed by the TIF plan that may
affect the property’s value. The fair reuse value of a particular property may
be $0 if the TIF plan provisions warrant.

B. Statutory Provisions

ORS 457.170(3) allows the TIF plan to include the acquisition of real property
as a project if it is necessary to carry out the plan.

ORS 457.230(1) allows the TIF agency to dispose of real property for fair reuse
value.

ORS 457.230(2) requires that a TIF agency, upon sale or lease of land for
redevelopment, require that the purchaser use the land for purposes called
for in the TIF plan and begin the improvements within a reasonable period of
time.

C. Discussion

ATIF agency may acquire land when needed to carry out the TIF plan.
However, an agency may not acquire property by condemnation
(involuntarily) if the property is to be transferred to another private party for
redevelopment. There are no limitations on the purchase price for property,
either minimum or maximum, with purchase price being determined by
negotiation. Note that a TIF agency may still use condemnation for public
improvement projects and to cure certain blighted conditions within the TIF
district.

ATIF agency will make land available for redevelopment at its fair reuse
value, “which represents the value, whether expressed in terms of rental or
capital price, at which the TIF agency in its discretion determines such land
should be made available in order that it may be developed, redeveloped,
cleared, conserved, or rehabilitated for the purposes specified in such
plan” (ORS 457.230). The fair reuse value of a property is determined by the
TIF agency in its discretion, but is based on an analysis of the value of the
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property as encumbered by the requirements of the TIF plan. The use of an
independent expert to determine fair reuse value will assist the TIF agency
in understanding and defending a fair reuse value determination during the
public discussion.

Because of statutory requirements noted above, the TIF agency must

have a contract with the property purchaser to comply with the statute.
Urban renewal agencies commonly use a Disposition and Development
Agreement (DDA) for the transaction, which may include other conditions for
redevelopment in the discretion of the agency.

The particular process used for disposition by a TIF agency is a matter to be
determined by the agency. An agency may consider competitive processes,
in which any interested party is invited to submit either a proposal or letter of
interest are desirable. Such processes can result in a wider range and higher
quality of development proposals and higher economic returns for the TIF
district. Competitive processes also help ensure that the TIF agency is treating
all potential purchasers or lessees of agency-owned property in a fair and
equitable manner.

Often TIF agencies offer land for sale or lease using solicitation processes such
as a Request for Proposals (RFP) or Request for Qualifications (RFQ), whereby
interested purchasers or lessees propose development plans and schedules
for the property, which are in turn evaluated by the TIF agency according to
criteria it has established. Such proposals may or may not include a proposed
purchase price for the property.

A RFQ can have several benefits over a RFP. A RFQ, properly designed, is a
method whereby the TIF agency would solicit interest from qualified parties.
Those parties would be responding to an informational package that outlines
the TIF agency’s expectations and goals for the project while requesting
detailed documentation of the development team’s experience and financial
capabilities. It is far more important to select the right partner with whom
the agency can work to design and implement the right project. With an RFP,
the process is often nothing more than a beauty contest where submittals
are designed to win, but haven't received the scrutiny of detailed planning.
Therefore, the final product rarely looks like what was initially promised. An
RFQ, on the other hand, directly addresses the need to select the right people
with a demonstrated history of success to become the TIF agency’s partner.
With the right team in hand, the agency and developer can confidently work
through the many complex details of a physical and business plan to reach a
deal and break ground on construction.

In some cases, TIF agencies solicit statements of qualifications or letters
of interest, and based on subsequent evaluation, enter into exclusive
negotiating agreements with one party to negotiate a Disposition and
Development Agreement for the property.

Best Practices for Tax Increment Financing Agencies in Oregon
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TIF agencies can also achieve their redevelopment goals in cases where

a private or non-profit entity owns land adjacent to an agency-owned
parcel. In these cases, it can be beneficial to enter into a direct development
agreement with that entity and avoid a formal solicitation process.

D. Best Practices Tips

Acquisition procedures

ATIF agency should obtain an appraisal of property before undertaking
negotiations for property acquisition. An appraisal is required if the property
is to be condemned. Condemnation can only take place if reuse of the
property is for public purposes.

The TIF agency acquisition procedures (including relocation rules) should be
in writing to inform the agency and the public of the process and support its
integrity.

Fair reuse value

For properties of substantial value, such determination should be based
upon an independent appraisal of the property. The appraiser should be
instructed to determine the property’s fair reuse value and should be asked
to thoroughly investigate and take into account any and all restrictions
imposed on the property by the TIF plan and the DDA.

Offering property for purchase

In general, a competitive process of some kind should be used to dispose
of property.

If TIF agency property is specially related in some way to property controlled
by a potential purchaser, the agency should consider the benefits of an
exclusive negotiation for sale of the property.

When possible, a TIF agency should utilize an RFQ process to select
developers for property that is being disposed. With proper criteria to
evaluate bidders, the agency can be assured that the design process will
result in a project that meets its goals, financial objectives, and community
aspirations.
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CHAPTER CONTENTS

This chapter contains the
following sections:

7.Closing an Urban
Renewal District

7.1 Plan Termination

7.2 Termination of Tax Increment
Collections

The presence of termination or expiration dates in TIF plans reflects the 7.3 Termination of aTIF Agency

concern of citizens and the governing body that the TIF plan should have

a finite duration. Though termination dates commonly exist in older plans,

the specific meaning of the termination or expiration date (i.e., what exactly

ends on the termination date?) is not generally clear. It could refer to the

retirement of debt and corresponding termination of collection of tax

increment funds, the completion of all projects and/or the expiration of other

provisions in the plan.
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7.1 PLAN TERMINATION

A. Background

Many TIF plans have termination or expiration dates. Some mature plans have
a date after which no debt will be issued, which is a likely holdover from a
former statutory requirement for such dates.

B. Statutory Provisions

There are no statutory provisions for plan termination.

C. Discussion

The fact that some mature plans have a date after which no debt will be
issued is a likely holdover from a former statutory requirement for such dates.
There are no longer statutory requirements for TIF plans to have termination
dates. ORS 457.085(3) requires that TIF reports contain the anticipated
completion dates for each project and the anticipated year in which debt will
be retired, however, this is not considered a termination date for a plan.

The concept of maximum indebtedness as a limit on plan duration has
generally replaced termination dates in TIF plans. See Section 7.2 below.

D. Best Practices Tips

Although establishing a termination date for a TIF plan is optional, it is an
important consideration for some citizens. If it is included, a TIF plan should
specify which actions would end at the termination date. Options include:

« All projects will be completed, but tax increment revenue collection
will continue.

« No new projects will be undertaken, but tax increment revenue
collection will continue.

«  No new debt will be issued, but tax increment revenue collection
will continue.

- Tax increment debt will be retired and tax increment collections will
cease. This limit should be used cautiously, given the predictability
of tax increment revenue collection, and it is not necessary since
maximum indebtedness already determines when tax increment
revenue collections will cease.
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« Land use restrictions and special design guidelines will expire.
However, it is uncommon now for TIF plans to contain either type
of provision, relying instead on zoning and comprehensive plan
provisions or private covenants, conditions, and restrictions (CC&R’s).
Note that a TIF agency can cause covenants and conditions on the use
of land purchased from the agency for redevelopment to run with the
land. These may continue in effect after the termination date of a plan.

« TheTIF agency having disposed of real and other property owned by
the agency.

Terminating a TIF plan should be done by express action of the TIF agency
through a resolution. The resolution should be accompanied by a closing
report summarizing the effects that the plan had in terms of projects and
finance.

7.2 TERMINATION OF TAX
INCREMENT COLLECTIONS

A. Background

Collection of tax increment funds for every TIF plan is limited by the plan’s
stated maximum indebtedness.

B. Statutory Provisions

ORS 457.450(2) requires the TIF agency to notify the assessor to terminate the
collection of tax increment revenues when the TIF plan’s maximum debt is, or
can be, retired.

C. Discussion

ATIF agency is required to notify the assessor when the principal and
interest on the maximum indebtedness of a TIF plan to which tax increment
collection is pledged is fully paid, or it is found that deposits in the special
fund for tax collections for that plan are sufficient to fully pay principal and
interest on the maximum indebtedness, either through direct payment of
the indebtedness or by payment of principal and interest on bonds or notes
issued to finance the indebtedness. Upon notification, the assessor will
discontinue dividing the taxes for tax increment purposes in all future tax
years. The tax increment collections will be terminated permanently, and all
taxes collected on the full assessed value of the property in the TIF district
will be collected by the overlapping taxing districts.
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The TIF plan may continue after tax increment collections are terminated. The
TIF agency may continue the projects under the plan with the funds available
after the tax collections cease, or, the TIF agency may terminate the plan if all

activities are complete, or if the agency determines it will not complete some
plan activities. See Section 7.1 above.

After the TIF plan itself is discontinued, and if any tax increment proceeds
remain in the special fund of the plan and all maximum debt is provided for,
those proceeds are distributed pro rata to the overlapping taxing districts.

D. Best Practices Tips

The analysis to determine whether or not the deposits in the special fund
holding tax increment collections are sufficient to pay the maximum
indebtedness should be made annually, within the agency’s budget process.

Written notification to the assessor should be made as soon as the budget
process is complete, or at the end of the fiscal year, but in no event later than
the date required for filing of the UR-50 form by which the TIF agency would
have requested tax increment division amounts from the assessor in the
following fiscal year.

7.3 TERMINATION OF AN URBAN
RENEWAL AGENCY

A. Background

If the governing body of a jurisdiction with a TIF agency decides that there no
longer exists a need for a agency in the jurisdiction, the governing body shall
provide, by ordinance, for a termination of the agency and a transfer of the
agency’s facilities, files, and personnel to the jurisdiction.

B. Statutory Provisions

ORS 457.075 allows the municipality that activated its TIF agency to terminate
the agency.

C. Discussion

The termination of a TIF agency does not affect any outstanding legal actions,
contracts, or obligations of the agency. The jurisdiction shall be substituted
for the agency and, for the purpose of those legal actions, contracts, or
obligations, shall be considered a continuation of the agency and not a new
entity.
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However, no TIF agency may be terminated unless all indebtedness secured
by tax increment collections is fully paid.

D. Best Practices Tips

ATIF agency and its governing body should inventory all the assets and
liabilities of the agency and the jurisdiction should be confident that it has
the resources to satisfy any continuing obligations of the agency.

The ordinance terminating the TIF agency should include reference to the
inventory described above.

If there is outstanding tax increment debt, the TIF agency cannot be
terminated.
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Appendix A:
Determining the Type of Plan

Oregon state statutes pertaining to TIF provide for several different types :
of TIF plans, depending on the date on which the district was formed or :
amended. The impacts of a substantial amendment are different depending
on the type of plan. The statutes allow for a variety of TIF plans: Existing: ;
Option One, Two, or Three, standard rate, and reduced rate plans. The :
provisions for collection of taxes under Option One, Two, and Three plans :
may not be changed. Existing plans are plans that provide for a division of ad :
valorem property taxes under ORS 457.420 to 457.460 adopted by ordinance
before December 6, 1996. :

Table A-1. Types of Plans

Special Levy October 6,2001 and may be
subject to revenue sharing,

TYPE OF PLAN ADOPTION FUNDS FROM CONSEQUENCE
DATES OF SUBSTANTIAL
AMENDMENT
Reduced Rate On or after Permanent rate May be subject to revenue |
Plan October 6, 2001 levies only sharing, Ml caps !
Reduced Rate: Prior to Fullamount of  Loses right to Special Levy. E
Existing Plan December 6, 1996 Divide theTax  May not collect Local Option !
Option 1 revenue plus or Bond approved after !

MI caps

Existing Plan Prior to Special Levy May be subject to revenue |
Option 2 (none December 6, 1996 sharing, Ml caps X
in existence as of X
Jan 2012) X
Existing Plan Prior to Fixed amount  May be subject to revenue E
Option 3 December 6, 1996 of Divide the sharing, Ml caps :
Taxes plus :

Special Levy :

Standard Rate On or after Permanent rate May be subject to revenue |
Plan December 6, plus rates for sharing, Ml caps :
1996, before GO bonds and :

October 6,2001  local option :

levies :

Standard Rate Adopted before ~ Permanent rate City or county may make :
December 6, 1996 plus rates for irrevocable request to :

GO bondsand  Assessor to become a :

local option Reduced Rate Plan !

levies !
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Option One: TIF plans must be existing plans that were formed prior to
December 6, 1996 and must have chosen Option One prior to July 1, 1998.
Option One allows for the collection of funds from ORS 457.440 (Divide
the Taxes Revenue). If the amount is not sufficient to meet the budgeted
obligations of the plan for the tax or fiscal year, the agency must make a
special levy in the amount of the remainder upon all taxable property of
the jurisdiction that activated the TIF agency, and all property outside the
jurisdiction, but included in the boundary of the area of the plan.

Option Two: must be existing TIF plans that were formed prior to December
6, 1996 and must have chosen Option Two prior to July 1, 1998. Option Two
plans allow for the making of a special levy in the amount stated in the notice
in ORS 457.440 upon all taxable property of the jurisdiction that activated
the TIF district, and all property outside the jurisdiction, but included in the
boundary of the area of the plan.

Option Three: must be existing plans that were formed prior to December
6, 1996 and must have chosen Option Three prior to July 1, 1998. These TIF
areas may collect a fixed amount of Divide the Taxes Revenues and may
receive an allocation of a citywide special levy. The amount of this levy may
not be changed.

Substantial amendments will cause a TIF plan to lose its existing plan status,
resulting in the loss of the special levy in accordance with ORS 457.010(5)
(a)(A). Therefore, if an existing plan is amended, it will then be changed to a
reduced rate plan.

Standard Rate plans must have been formed or amended on or after
December 6, 1996 but before October 6, 2001. The applicable tax rate used to
calculate the Divide the Taxes Revenues is comprised of the permanent rates
of the taxing jurisdictions overlapping the TIF district, the local option levies,
and general obligation bond levies.

Reduced Rate plans are those formed or amended on or after October

6, 2001.The applicable consolidated tax rate for Reduced Rate plans

is comprised of only the permanent rates of the taxing jurisdictions
overlapping the TIF districts, and local option and general obligation bond
levies approved prior to October 6, 2001. Local option and general obligation
bond levies approved by the voters on or after October 6, 2001 are excluded
from the applicable tax rate.

Additionally, there are some limitations on TIF plans first adopted or
amended after January 1, 2010, that can only be exceeded with concurrence
(i.e., approval) from affected taxing districts. Specifically, a jurisdiction must
obtain written concurrence of taxing districts imposing at least 75% of the
amount of taxes imposed under permanent rate limits in the TIF district area.
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Actions that require concurrence include:

« Establishing a TIF plan with maximum indebtedness exceeding the
limits established in ORS 457.470.

- Computing the division of taxes for a TIF district area that exceeds
the limits imposed by revenue sharing legislation described in ORS
457.470(2) and ORS 457.470 (4).

«  Amending a TIF plan to increase maximum indebtedness beyond the
limits established in ORS 457.420(3) and ORS 457.470(5).

Appendix B:
Suggested Bylaw Contents for
Urban Renewal Agencies

General Information

 Official name of the organization
+ Primary office location
« Agency’s purpose(s)

« Procedures for amending the bylaws

Governing Board Information

- General powers of the governing board

«  Number of board members

Members' backgrounds (e.g., real estate, development, finance,
two outside directors, etc.)

« Terms and term limits of members
«  Nomination and election of members
+ Resignation of members

«  Removal of a member (e.g., with or without notice, failure to attend
three consecutive meetings, etc.)

« Process for filling vacancies

+ Notice required for board of members’ meetings
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- Frequency of meetings and meeting procedures (e.g., four per year)
« Quorum requirements
« Descriptions and powers of standing committees (if any)

«  Meeting procedures (e.g., actions without a meeting, meeting by
telephone, etc.)

« Action taken without a meeting (e.g., consent in writing to waive a
meeting, vote, etc.)

Officers

« Qualifications for holding office
« Duties of officers (e.g., chair, vice-chair, secretary, and treasurer)
« Process for selecting or appointing officers
«  Terms and term limits (if any)
« Provision for a executive director (if not an officer)
« Circumstances under which officers may be removed
Fiscal Matters
+ Audit (only needed if different from the statutory requirement)
+ Indemnification and insurance
« Purchasing (contracting)
+  Should be consistent with municipal organization

« Investments (only needed if different from the jurisdiction entity or
statutory requirements)

Special Note: It is not necessary for an organization’s bylaws to specify

rules of order. However, if they do specify rules of order (e.g., Robert’s Rules

of Order), then the organization should be very careful to follow those
procedures. Any action taken by the board that does not follow those rules of
order may be vulnerable if challenged.
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Appendix C:
Barriers to Development

In the operation of a TIF district, many unforeseen issues can arise that
complicate the TIF plan and require course corrections and changes along
the way. This is inevitable given that most TIF plans require 20 or more years
to complete. This section highlights several of the most common types of
barriers to implementation that can arise, and it provides some strategies
that a TIF agency can use to avoid the barriers, or mitigate them if they
cannot be avoided.

The potential barriers are organized into several categories: Political/Policy,
Physical, Economic, Financial:

A. Changing board political/policy or council priorities. Over the life of

an TIF district, a city council or TIF board will change, and along with that
change, their priorities as to the types of projects that they want to fund

may also change. This is inevitable. Sometimes these changes will be for very
good reasons (new economic conditions, community aspirations, or other
factors) and at times they may seem capricious and merely based on opinions
or special interests. In either case, the best strategy for TIF agency staff is to
provide the board with good information on which to base its decisions. This
means being able to point to existing plans and policies that support the
desired investments, financial and economic analyses to demonstrate the
positive impacts that the projects will have, and producing annual reports
that clearly communicate the pattern of success and interconnectedness of
the projects identified in the original plan.

B. Community opposition. Despite the public involvement that goes into the
formation of an TIF district, new opposition may arise from the community
when it comes time to implement specific projects. As with changing

board or council priorities, the reasons for opposition to projects may be
well-grounded or they may be very narrow or self-serving. There are no

silver bullets to avoiding community opposition to projects, but it is always
advisable to conduct outreach early and often in order to understand where
potential opposition might lie. In this way, the community will be informed
about the reasons for (and benefits of) the proposed project, educated about
the policy support for the project, and ensured that there are no surprises
when the project is brought to the board. Likewise, many staff seek out
project advocates in the community who can support the TIF agency in
communicating the project’s benefits to others.

C. Outdated regulations. Do not overlook that TIF projects must meet zoning
and building codes like every other type of project. Often times, especially
in an older downtown, issues related to historic buildings, parking codes,
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mixed-uses (allowances or prohibitions), and numerous other issues can add
additional hurdles to making projects possible. Coordinating TIF planning
with other planning efforts is essential.

Physical

Environmental remediation. Sometimes the costs of environmental
remediation needed to implement a project are higher than anticipated
during the planning process (or such remediation was not even
anticipated). Better project analysis in the planning stage can help

avoid these situations, but particularly as it pertains to environmentally
contaminated sites, such surprises cannot always be avoided. If this
occurs, options can include re-scoping the project to reduce overall costs
or pursuing brownfield remediation grants and other sources of project
funding.

Off-site impacts. As with environmental remediation, some project costs
may not be known until project implementation has already begun. These
can often include off-site impacts such as trafficimpacts (and associated
mitigation costs), wetlands mitigations, historical impacts, view corridors,
and other factors. Again, there is no single solution to avoiding this
situation, but it speaks to a need to plan for project costs beyond the
direct costs of the project construction itself.

Building barriers. Many buildings within TIF districts that need
rehabilitation are plagued with challenging and expensive obstacles, such
as seismic and asbestos problems. Often the extent of these maladies in
older buildings isn't clear until after work on them has already begun.
This can create situations where private and public (TIF) resources that
were committed to the project are no longer sufficient to complete it.
While establishing a contingency fund in advance can help mitigate the
financial impact, this is sometimes still insufficient. These circumstances
usually bring the public and private partners back to the table to work out
viable solutions.

Economic

Changing Market Conditions. Regardless of the financial boost given
to a project by TIF, it will not be successful if there is not market demand
for the target users of the project upon completion — be they apartment
tenants, office users, or industrial businesses. Without demonstrated
demand for the type of space to be built, the space will stay empty

or perform below financial targets, and it may compete with nearby
properties, diluting the overall economic impact. Successful TIF projects
should be based on a sound market analysis and TIF agencies should

be ready to delay (or accelerate) timelines to address evolving market
conditions. Likewise, public-private partnerships should have provisions
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to relieve developers of certain obligations if market conditions do not
support ongoing investment.

Property Ownership. Blighted properties that a TIF agency is targeting
for redevelopment may be owned by an entity that is unwilling or unable
to sell it to the agency or a developer. Since TIF agencies can no longer
condemn properties for private reuse, agencies are left with three options:

«  Try to work with the existing owner on rehabbing the target
property so that it is not as great of a detriment to the TIF district.

« If viable, work around the blighted property, and continue trying
to address it in the future.

«  Explore whether the blighted property can be redeveloped for
public use (e.g., plaza, parks, public parking, etc.), in which case it
could be acquired through condemnation.

Financial

Slow TIF Growth. Particularly in the early years of a TIF district, there may
be little increment created, meaning that there is little capacity to fund
projects. This is a common situation that cannot be avoided. Financial
projections should be carefully reviewed to ensure that they are realistic
about the types of projects that may be built in the early years and the
amount of new increment that they will generate. If growth is slow, the
TIF district or the jurisdiction may want to find other sources of funding to
ensure that projects can move forward early, starting the momentum that
will create greater increment over the long term.

« It may be necessary or desirable to utilize other funding sources,
such as utility resources (existing or debt), to stimulate activity
within a TIF district, with subsequent repayment of those resources
from future tax increment.

Demolitions. An often-overlooked problem is the demolition of
structures in a district or the departure of a major user. When a TIF district
has a relatively large portion of its taxable value based in just a handful
of properties, it becomes vulnerable to negative growth if one or more of
those users should go away and there is no commensurate development
with which it can be replaced.

Tax abatements. The State of Oregon authorizes a number of tax
abatement programs as incentives for development, including affordable
housing and multi-family housing tax abatements and enterprise zones,
where property taxes are waived on new, qualifying development for a
typical period of five to ten years. While these abatements can serve as
an important financial incentive that can make the difference on whether
a project gets built, the abatement of taxes means that the investment
will generate no increment to support the TIF district for the life of the
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plan. This is not to say that such abatements should not be used, but that
their financial impact should be discussed by policy makers and must be
accounted for in the TIF plan’s financial analysis.

Declining values. Prior to the recession that began in 2007, it was not
anticipated that real property values would decline below taxable
assessed value, particularly a TIF plan’s base year assessment. However,
it is now known that such declines are possible and TIF agencies should
carefully monitor economic conditions to anticipate such declines and
adjust accordingly.

Debt capacity. There are many external factors that will affect the

TIF agency’s debt capacity, including, but not limited to, revenue and
revenue projections, interest rate and other terms, the city’s or county’s
bond rating, and fluctuations in national and international bond markets
overall. While many of these issues are largely outside the control of the
TIF district, financial plans and projections should be updated to reflect
the most current rates and terms. Additionally, an individual entity’s risk
tolerance needs to be factored into financial modeling.

Utilities and equipment. In some districts, a sizable portion of tax
revenues come from private property (equipment) and utilities. The
valuation of these utilities has been volatile, particularly with changes

in valuation methodologies. Additionally, if major utility infrastructure

is abandoned and/or relocated outside the TIF district, significant
impacts to tax increment revenue can result. Likewise, if significant utility
infrastructure is constructed in the TIF district, significant tax increment
can result.

TIF districts that include significant equipment valuations face similar
considerations. The relocation in or out of a TIF district can have
significant immediate positive and negative impacts to tax increment. In
addition, depreciation schedules for expensive equipment will impact TIF.
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Appendix D:
A Letter from Taxing Districts

S D ‘A |O Special Districts
Association of Oregon

Thank you for the opportunity to provide input on the Best Practices for
Urban Renewal in Oregon document. The Special Districts Association of
Oregon (SDAO) represents approximately 930 member districts. Our
membership is diverse with approximately 32 different types of districts
ranging from cemetery districts, drainage, emergency communications,
hospitals, fire protection, irrigation, library, parks & recreation, Public Utility
Districts (water/electricity), ports, sanitary, domestic drinking water, road,
transportation, and soil and water conservation districts to name a few. Many
of our districts are run exclusively by volunteers and there are just over 350
districts with annual budgets that are below $100k. Most of our districts
serve rural communities but our members can be found in the most densely
populated areas of the state as well.

SDAO believes that the use of urban renewal can be a powerful tool when
establishing economic development plans for a municipality. Ultimately, city
and county planners desire that urban renewal will produce benefits not only
within the urban renewal district, but also the surrounding areas. We are
overlapping taxing jurisdictions want the same things.

Never-the-less, we are also trying to serve our citizens to the best of our
ability with the limited resources that are permitted under our current
property tax system. And the use of tax increment financing does have an
impact on our ability to serve our citizenry.

As a result of this impact we believe that a reasoned and balanced
perspective should be used when determining whether to use urban
renewal. Simply put, from our perspective, urban renewal should be used to
increase assessed value and return the increment to the tax roles as quickly
as possible. In order to achieve our shared desires to achieve those
outcomes, our members believe that four core criteria must be considered
prior to initiating an urban renewal plan for it to be successful:

1. That cities and counties recognize the value of partnerships with
overlapping districts as a method to become more successful

2. The "but-for" rule

3. That the use of smaller, focused urban renewal projects are likely to be
more successful than large ambiguous ones, especially when those
projects return value to the tax rolls while eliminating blight

4. That the work of urban renewal is accomplished quickly and the value
returned to the tax rolls as soon as possible
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Partnerships with Overlapping Districts

The first core path to success in creating an urban renewal plan is to engage
the overlapping taxing districts early in the process. Early engagement allows
time to adjust the plans, projects, timelines and deliverables to
accommodate specific needs of overlapping taxing districts. Early
engagement also provides the opportunity for cities and counties to explain
the project list and to describe desired objectives and outcomes.

Most districts are concerned about a number of issues—specifically, loss of
future income, increased workload, and the effect that urban renewal has on
cannibalizing investment in adjacent areas (thereby lowering values). As just
one example, commercial development increased substantially at Clackamas
Town Center after an urban renewal plan was implemented, while during
those same years the McLoughlin area suffered from disinvestment. When
these issues are not addressed early in the process, special districts (along
with school districts and community groups) have later actively campaigned
against urban renewal plans.

In some situations, the local resistance has been successful in derailing urban
renewal plans or, in cases such as in Clackamas County, virtually eliminating
urban renewal altogether through the initiative process.

Securing community support should be a primary goal of economic
development agencies and that support is best gained through early, honest,
and thorough conversations with the overlapping taxing district partners. We
believe that one of the best ways to accomplish this is to identify clearly
defined projects to be undertaken rather than ambiguous projects.

The “But For” Rule

A long-held argument used by supporters of tax increment financing is that
TIF actually causes development to happen. In other words, supporters are
quick to tout, “but-for” TIF, this project would not have happened. In some
cases, this might be true, but overlapping taxing districts are concerned that
data supporting these claims has not yet been substantiated. In fact, the
opposite may be true—a TIF plan in one area may actually pirate
development intended for other areas in the community, the region, or

the state. That halo disinvestment can be seen around many TIF districts —
McLoughlin being one example.

To garner the support of those impacted by TIF, the TIF agencies must be
prepared to show how the money will be invested and must be prepared to
demonstrate how that investment will return value to the tax rolls over the
long term. There is often some level of support among districts for
infrastructure projects that provide subsurface or transportation
infrastructure. But that support wanes when the projects include
beautification efforts, tax incentives, system development charge waivers or
other taxpayer-funded inducements.
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Projects

Special districts and school districts are probably most concerned about

the nature of the projects that are frequently proposed under TIF plans.

In general, many TIF agencies fail to consider the impacts on overlapping
districts when they elect to pursue projects that may really do nothing to
increase property values. A city hall, police station, or a civic building may
create public resistance when projects do not clearly and directly contribute
to increased value.

Advocates argue that these civic projects create value and that investment
wouldn't happen without them. Seldom (or rather never) do we hear from
developers or builders that they would be willing to invest if only there were
a brand-new city hall nearby. Further, municipal buildings funded with
increment dollars are subsidized by overlapping districts that don’t receive
the municipal services throughout their respective areas. These types of
subsidies generally do not receive the support of the overlapping agencies.
Instead, when confronted with projects that support a build out of sewer,
water, and transportation infrastructure--especially when that infrastructure
is designed to support industrial and commercial development—special
districts are more supportive. Projects that are supported only by some
ambiguous future need are unlikely to garner that support.

Scope and Scale

In addition to helping districts understand how the proposed projects will
ultimately increase the tax base and effect workload, overlapping agencies
are concerned about the size of projects and the scheduled timing for return
of value.

Districts understand the limits on funding availability during the first few
years of the plan and the complexity of bonding during those times. We also
understand municipal agencies’ desires to have plansthat have 1) extensive
and ambiguous project lists, 2) last for decades, and 3) have high maximum
indebtedness structures. Plans that meet one or more of these criteria are
likely to ensure the most amount of resistance by TIF opponents.

Instead, overlapping districts will be more interested in and more likely to
support plans that are focused to a few important projects, that limit the
maximum indebtedness, and that resolve blight then go away. These plans
are likely to build trust in the community, return value to the roles more
quickly, and could ensure a long-term relationship between agencies that
will lead to more focused development in the future.
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Appendix E:
Marketing, Communications and
Outreach

Public involvement in the TIF process is increasingly essential as communities
continue to evolve alongside new methods of communication. This section
will offer suggestions for adopting strategies for communicating and
engaging with the public. In addition, with the passage of HB 2174 in 2019,
additional requirements for reporting to and communicating with taxing
districts is now required for agencies that are developing or amending their
TIF plans.

Much of these recommendations intersect with the principles outlined in
the Equity and Inclusion section of this guide. Practitioners of TIF should

be taking a critical eye toward the traditional set of stakeholders of the TIF
process and reevaluate whether those stakeholders represent a holistic
and inclusive cohort of the beneficiaries and participants of the TIF process.
Outreach to groups and communities that deserve to be at the table needs
to be actively pursued by the TIF agency by adopting strategies beyond
traditional efforts like public hearings, newspaper notices and mailers.

Public Hearings and Other Events

Many TIF practitioners have noted that public hearings, despite being a
mainstay of public land use decision-making, do not have the value that
they once did in attracting engagement with the community. This may

be due to scheduling constraints, lack of interest in or knowledge of the
event, language hurdles, or other challenges. Whatever the reason, it is clear
that holding a public hearing for a TIF decision is no longer sufficient for
gauging the community’s mood with regard to the revitalization plans that
affect them. Practitioners should therefore consider additional efforts to
reach the public by seeking opportunities to attend popular, well-attended
local events. For example, some cities hold “Coffee with the Mayor” events,
farmer’s markets, downtown festivals, street fairs, or summer concerts where
representatives of the TIF agency can set up an information table or booth.
It is important to proactively inform the public of the TIF agency’s plans for
revitalization and development in the area early and often so as to build trust
within the community. This can help prevent opposition and misinformation
from taking root in the future.
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Alternative Outreach Strategies

In addition to holding and attending community events, TIF agencies should
pursue multi-pronged public information campaigns. This means having

an active online presence, including a dedicated website for big projects
with publicly available documentation and options to connect with staff.

A social media presence on platforms such as Facebook and Twitter is

also recommended. Face-to-face communication such as door-knocking
campaigns are still a valuable tool for reaching community members who
are less connected or mobile. Also, although neighborhood associations

are important stakeholders, TIF practitioners should consider connecting
with other groups within neighborhoods that are not necessarily traditional
neighborhood associations: school parent groups, business associations,
tenant groups, community development organizations, and minority cultural
groups are valuable representatives with strong voices and influence in the
community. For many of these groups, translation services for disabled or
non-English speakers will be necessary. Fostering strong connections with
these groups early on can make the TIF process easier when a particular
project becomes salient in the public’s attention.

The important thing is to know the particular characteristics and
demographics of a neighborhood and its residents and adjust public
engagement accordingly. In other words, TIF practitioners should resist the
temptation to adopt a one-size-fits-all public outreach strategy. The statutory
requirements for public notice on plan amendments are relatively vague —
this can be a good thing because it allows practitioners to use creative and
outside-the-box approaches to meet those requirements. For example, one
practitioner suggested including a postcard mailer with residents’ utility bills.

Engaging with Stakeholders

Urban renewal agencies are overseen by an advisory board. Sometimes
this is the city council, but often it is an independently organized board of
stakeholders. Ideally, the TIF agency will rely on an advisory board made up
of true stakeholders in the community that includes broad representation:
neighborhood associations, financial stakeholders such as businesses and
taxing districts, residents, minority groups, etc. Residents may become
confused or upset without inclusion in the process early on, so inclusion of
neighborhood associations and other resident groups is essential.

One suggestion is to maintain a list of stakeholder groups (e.g., institutional,
nonprofit, developers, commercial brokers, property owners, renters, and
homeowners) to facilitate collaborative meetings and consult them for input
on strategic plans. This list can be assembled from email addresses collected
at public events or from other records. Regular email communication using a
service like Mailchimp is useful for notifying the community about upcoming
construction work and other pertinent information.
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In addition, annual outreach to affected taxing districts is now mandated

by HB 2174. In the interest of improving transparency and communication
between agencies and taxing districts, financial reports on maximum
indebtedness are to be sent to all affected taxing districts within the TIF
district and a representative of the TIF agency is to be selected to consult
with affected taxing districts and respond to questions. This new requirement
is an opportunity to build relationships and regular communication between
affected parties.
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