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Tax Incremental
Financing

What is it? How is it used? Why is it legal?
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TIF is the difference between current
taxable value and what the developed
taxable value will be.

An undeveloped
property may have little
to no tax base
depending on who
owned it or what it was

used for.

Example: Purchase a
property from a
municipality, church,
school there were no

taxes paid

J

Purchase a 4-acre parcel of land that the
previous owner was paying $400 per year in

property taxes.
. You build 10 homes that appraise at
What is Tax $580,000 P
Incremental The $:caxes wené from $400 per year to
i i 9 10X$5,000 or $50,000 that the municipality
Flnancmg . receives every year

Some portion of the $50,000 can be paid
back to the developer to cover the land
improvements




Why is it
legal?

What are
eligible
costs that
can be
recovered?
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In 1996 the State of Michigan added Act 381
to define anything that is owned or under
control of aland bank as blighted. This will
allow for a greenfield to be added to the land
bank and thus be considered blighted

The intent of a TIF is to develop a blighted
property into a usable Pro erty by offering
iIncentive over time so that the developer can
recover the investment made.

The original intent was to provide incentives
to clean up and use a piece of contaminated
property

Any authorized land bank can be used. If your
county does not have a land bank, you can
use the State of Michigan Land Bank
Authority

Department Specific Activities

Permits, Closings fees, Phase 1and 2
Environmental

Demolition of structures

Site Preparation
Tree Clearing, Stump Removal,

Infrastructure Improvements

Storm Water Control, Water, Sewer, Electrical,
Gas, Roads

Land Bank Assistance for Cost of Sale
Contingency
Brownfield Plan Work



How do
you get
started?

Hire a
good
Attorney!
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First you need land control, either purchased or an
option to purchase

Develop the plan for the property, number of
housing units, amenities, who will you serve

Get the infrastructure work quoted, put together
the cost associated with the development
Permits — department specific
Any demolition
Site preparation - tree removal
Infrastructure improvements, roads, water,
sewer, gas, electric

Cost of sale - Difference between what your seller
pays for the house and what it cost to build

Contingency
Attorney fees

Ask the best local developers who they use, then
go with them, don’t worry about the cost, you will
recover this

The State Land Bank Authority is a good resource
Be prepared to spend $30,000 or so for this

The attorney will be able to lay out the cost and
return on investment

The larger the project, the longer the project for
payback can be

Project does not have to be complete before
payments from municipalities start coming in

Get the project recommended by your local brown
field board

Go for approval from the municipal governing body
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“C'mon, Sylvia ... wheres your spirit of adventure?”
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Taxes |
would not

recommend
going after

"Hey! Whats that clown think hes doing?”

There are some taxes that would need to be
approved at the state level

School mileages and such

These require a longer time and must go
through an additional level of approval

11/21/2022



How does
an affiliate
pay for the
up-front
cost?

Don'’t
commit to
the project
without
approval.
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Once the TIF has been approved locally most
banks will loan up to 80% of the total project

This is a very secure loan for them because
they are guaranteed an annual payment

The interest from this loan can also be
included in the calculation for the TIF

Lakeshore Habitat has two TIF projects which
we were able to receive approval after we
committed

Very dangerous, this is leverage to use on the
municipality

We are fortunate that the City of Holland sees
this as a way to help with affordable housing
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Brownfield Plan for the Lakeshore Habitat for
Humanity and Jubilee Ministries Project at 60
E. 40th Avenue, Holland, Ml

I Prepared for: City of Holland Brownfield
Real Llfe Redevelopment Authority — 270 S. River
Example #1 Avenue, Holland, Ml 49423

Prepared with the assistance of: Warner
Norcross + Judd LLP - 150 Ottawa Ave NW,
Suite 1500, Grand Rapids, MI 49503

ELIGIBLE ACTIVITIES
COST
TASK ESTIMATE
1. Infrastructure Improvements $382,000
2. Land Bank Assistance for Cost of Sale $250,000
ELIGIBLE ACTIVITIES
COST
TASK ESTIMATE
Eligible Activity Subtotal $632,000
3. Contingency (15%) $94,800
4. Brownfield Plan Amendment/Work Plan Preparation and $20,000
Development
TOTAL $746,800
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Brownfield Plan for the Lakeshore Habitat for
Humanity and Jubilee Ministries Project at 285
W 36t Street and 906 Washington Avenue,
Holland, Michigan

Real I—|fe Prepared for: City of Holland Brownfield
Redevelopment Authority — 270 S. River

Example #2 Avenue, Holland, MI 49423

Prepared with the assistance of: Warner

Norcross + Judd LLP - 150 Ottawa Ave NW,
Suite 1500, Grand Rapids, Ml 49503
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ELIGIBLE ACTIVITIES
COST
TASK ESTIMATE
1. Department Specific Activities $9,000
2. Demolition $14.,000
3. Site Preparation $65,000
4. Infrastructure Improvements $1,450,000
5. Land Bank Assistance for Cost of Sale $1,920,000
Eligible Activity Subtotal $3,458,000
6. Contingency (15%) $518,700
7. Brownfield Plan Amendment/Work Plan  Preparation and $30,000
Development
TOTAL $4,006,700

11/21/2022
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Questions
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AFFILIATES IN MOTION CONFERENCE
D Serving and Building Communities Together

Thank you for coming to this session.
We want to hear from you!

Please scan this QR Code to share your feedback
about this session.

You can also signup to win a raffle prize

How Tax Incremental Financing Can Be a Part of Your Capital Stack

31
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