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THANKS

Appreciate the opportunity 

Why is Voices concerned about Tax Increment Development Districts?  

Voices is concerned about making sure that there is enough state funding to support statewide programs that help low-income families and children


Concerns About TIDDs

v Appropriate use of taxpayer dollars

v’ Risk to funding for statewide programs and capital
outlay

v’ Equity in using state taxes to finance local economic
development projects

v Other concerns about land use planning,
environmental impacts, oversight over public money,

etc., have led to broad-based community efforts ...
OICES

or Children
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Voices supports:

Good development
Good schools
Good jobs
and
Good stewardship of public funds

Question we are concerned with is not whether the developments considered for TIDDs are good developments – the ones currently under consideration are very promising –

The question is:  
most effective and appropriate use of taxpayer dollars and funding priorities








Concerned Groups

AFSCME

American Federation of Teachers
Amigos Bravos

Bicycle Coalition of New Mexico
Coalition for Clean Affordable Energy
Conservation Voters New Mexico
Environment New Mexico

1,000 Friends of New Mexico
Greater Albuguerque Housing Partnership
Lutheran Advocacy Ministry

Natural Resources Defense Council

New Mexico Catholic Conference of
Bishops

New Mexico Conference of Churches
New Mexico League of Women Voters

New Mexico Public Interest Research
Group (NMPIRG)

New Mexico Republicans for
Environmental Protection

New Mexico Voices for Children

Quality Growth Alliance of Dofia Ana
County

SAGE Council

Smart Growth America

Southwest Energy Alliance
Southwest Organizing Project (SWOP)

New Mexico
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22 groups

The League is on here because it co-signed a letter to the Board of Finance expressing concerns about how TIDD being implemented and encourage the Board to implement rules that ensured TIDDs delivered public benefit



Tax Increment Financing

v Economic development tool

v’ Originally intended as an incentive to redevelop
blighted areas

v’ Dedicates a portion of the increased property and/or
gross receipts tax revenue generated within a specific
area to pay for public infrastructure

v’ Assumption is that development will result in
increased and/or new tax revenue
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New tax revenue from commercial activities new to the state and which would not have happened without the TIDD.





Appropriate Uses of Taxpayer Dollars

v’ Offsetting risk
v’ Stimulate redevelopment in “disinvested” areas
v Reinvestment in existing infrastructure

v’ Subsidizing low-risk development
v Development of undeveloped (“greenfield”) areas
v Development on fringes of large metro areas

New Mexico
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Tax Increment Financing

Used for urban revitalization
e Risk is high
e Current tax revenue is low

e Infrastructure is in need of
repair or replacement

Risk Tax S

New Mexico

OICES

or Children



Tax Increment Financing

Difference = the ‘increment’
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Financing = up to 75% of increment

New Mexico
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Tax Increment Financing

New development in “greenfield” areas

e Riskis low

e Current tax revenue is low

e |Infrastructure is sparse or
non-existent

Risk Tax S

New Mexico

OLCES
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Tax Increment Financing

Difference = the ‘increment’
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Financing = up to 75% of increment
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Appropriate Uses of Taxpayer Dollars
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Tax Increment Financing

v Used in 49 states and Washington, D.C.

v’ Arizona is only state without TIF

v’ Began in California in 1952

v However, New Mexico is one of very few states that
allows use of state gross receipts and property taxes
in local TIFs

New Mexico
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New Mexico very generous – GRT and property – up to 75% of ALL tax levels – city, county, state





Unprecedented Use of State General Fund

v’ Prior to TIDDs, development in one area of state
would benefit whole state

v" Now up to 75% of the new GRT will benefit only
specific developments

v’ Creates a recurring capital outlay appropriation to
local developments for up to 25 years

12
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Brief Budget 101

Apologies if some already know
Have had to explain to people why we believe
TIDDs use of GRT is actually use of General Fund and affects 
General Fund










Where the State Gets Its Funding
Fiscal Year 2009

All Other
Excise Taxes 3%

Interest on

Investment Gross Receipts

11% Taxes
34%
Severance
Taxes
(oil & natural
gas)
18%
Income Taxes
27% New Mexico

OLCES
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GRT = 34% of General Fund revenue



General Fund Flows Before TIDD

Gross Receipts
Tax

e Annual
Collections

14

General Fund
Recurring Budget

e Annual
appropriations
based on
statewide
priorities

General Fund

Capital Outlay

e Annual
appropriations

e Only available
if prior year
revenues >
recurring
appropriations

\ Y,

New Mexico
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If revenues in that fiscal year are greater than the budget, the extra is available for General Fund capital outlay in the next year


General Fund Flows After TIDD

Gross Receipts General Fund N General Fund
Tax Recurring Budget LNy Capital Outlay
e Annual e Annual e Annual
Collections appropriations appropriations
based on e Only available
e Up to 75% of Stgtey\{ide if prior year
GRT from priorities revenues >
TIDDs recurring
appropriations
\ _/ \ J

Spending for
specific projects
locked in for up
to 25 years

New Mexico

OLCES

for Children
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OUTSIDE OF THE APPROPRIATIONS PROCESS

ORDER OF MAGNITUDE

Illinois example:
State sales tax added to TIF in 1985. 
By 1986 100 local governments created more than 137 TIFs -- some had TIFed the entire city
Within two years, state estimated it would lose $313M per year
Revised law and phased-out state sales tax TIFs

IL Department of Revenue:
“There is no free lunch…You’re not creating money, you’re devoting money to a particular plan”


Pays for Itself?

v No “but for” test — no requirement that TIDD
proposal prove that development would not happen
without the use of taxpayer funds

v Revenue projections often assume all economic
activity is entirely new to New Mexico

v’ Relocating of existing businesses and homeowners
from elsewhere in the state to the TIDD is a real
possibility

16
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BUT FOR:  Is the increased tax revenue from commercial activities new to the state and which would not have happened without the TIDD?

Relocation: Not just theoretical
One applicant’s plan included analysis that just 10% of the industrial activity will be new, the other 90% will be relocated from within the state
 just SHIFTING THE TAX BASE







Source: 
Relocation = SunCal application; Concord Group Study, p. 5 and Exhibit III-2.














Equity Concerns
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Sources: HB 1088/SB839 FIR, March 2007; SunCal presentation to NMFA, January 28, 2008; LCS 2008 Capital Outlay
spreadsheet

Grant Co.

Roosevelt Co.

Luna Co.

Torrance Co.

Quay Co.

Mora Co.
Guadalupe Co.

Los Alamos Co.

De Baca Co.

Union Co.

Catron Co
Harding Co.
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Recurring capital outlay appropriation outside of the appropriations process


LOCALIZING state revenues

Non-TIDD areas have to request capital outlay funding for development in their areas through the annual appropriation process. Once a TIDD is approved, the funds flow for 25 years….


Municipalities and counties like this because it allows them to tap into the state General Fund without going through the annual appropriations process. 





Equity Concerns

v’ Use of other economic development incentives in
TIDDs

v’ Tax incentives

v" Job Training Incentive Programs
v’ Industrial Revenue Bonds
v’ Capital Outlay

v’ Potential for concentration of economic
development efforts in specific areas of the state

New Mexico

O0ICES
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Mesa del Sol example:

$130M for Schott
$47M for Fidelity 

Industrial Revenue Bond of $105M for Schott Solar
Capital outlay - $15M for Schott and Fidelity in 2008
Job Training Incentives of $1.2M for Fidelity
Solar tax credits
High wage job credits
Film tax credits
Financial Management Tax Credit
Research & Development Gross Receipts Tax Deduction


Best opportunity for growth:
First two approved TIDDs are in ABQ and one pending for Winrock in ABQ – NOT in other more economically disadvantaged areas of the state  [VERDE GROUP]

Concerned that this will create inequitable economic development within NM




Other Concerns
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v’ Oversight and control of state funds
v No state agency responsible for ongoing TIDD oversight
v’ State not on TIDD Board
v’ Election of Board

v’ Risk that TIDD revenues will not cover costs
v’ State does not have a “no net expense” requirement
v’ Bond defaults if TIDD revenues not sufficient to cover
payments
v No statutory performance requirements
v’ Expected actions rather than specific requirements
v No penalties or clawbacks

New Mexico

OICES

or Children
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TIDDs are political subdivisions of the state – independent of state and local government


Only role for state is approval of % of GRT and bond authorization


Board Election – can be controlled by property owners within 4 to 6 years after formation. All decisions made by Board. 


Can promise a lot but no penalty if don’t deliver

No requirement for repayment of funds if job creation goals not met.

Development agreement between local govt and developer ESSENTIAL – state has no role in that
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Proposed Solutions

v’ Don’t allow TIDDs in undeveloped/greenfield areas

v’ Reduce the amount of state taxes

v’ Directly link the state tax increments received to the
public policy goals in the TIDD statute

v Require a “but for” test in TIDD approvals
v’ Increase state oversight
v’ Include performance requirements and penalties

v’ Enforce current land-use planning
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To avoid subsidizing low-cost, low-risk growth in areas that are already slated for growth

Unprecedented use of state General Fund for local projects

Statute: job creation, workforce housing, public schools, sustainability, transit-oriented development

Why should the state use its scarce General Fund for projects that may occur anyway?

Control over 100s of millions of taxpayer dollars

Need to make sure public policy goals are being met if state is investing in these developments

TIDDs are touted as necessary for “smart growth”, as the solution to good development, but current land use planning already requires “good” development:

The two approved TIDDs had existing land use requirements that required master planning including walkable neighborhoods, sustainability, transit-based development etc.  --- BEFORE the TIDD statute was enacted

THANK YOU for the opportunity to raise some concerns and discuss the risks. The discussion about TIDDs has mostly focused on the upsides and any good policy discussion must focus on both the upsides and the downsides.

I stand for any questions.
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