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SCARBOROUGH{EOWN COUNCIL -
THURSDAY ' NOVEMBER 30, 2006
MEETING = 7:00 P.M.

| 33 04 i )

SPECIAL'MI

NO NEW BUSINESS SHALL BE TAKEN UP AFTER 10:00 P.M.

Item 1. Call to Order.

Item 2. Pledge of Allegiance.

Item 3. Swearing in of newly elected officials.

Order No. 06-141. Act on the nomination and election of a new Council Chair.
Order No. 06-142. Act on the nomination and election of a new Council Vice-Chair.

Item 4. Roll Call.

Order No. 06-130. 7:00 p.m. Public hearing and second reading on the proposed designation of
the Bessey School Affordable Housing Tax Increment Financing District, pursuant to the
provisions of Chapter 207 of Title 30-A of the Maine Revised Statutes, as amended.

Item 4. Adjournment.



EXHIBIT 8



TAX SHIFT CALCULATIONS
BESSEY SCHOOL AFFORDABLE HOUSING TAX INCREMENT FINANCING
DISTRICT

Tax Increment Financing Districts allow municipalities to shelter increases in assessed
valuation from use in the formulas for calculating State/Municipal Revenue Sharing, State
Educational Aid and County Tax. The avoided changes in these items caused by sheltering the
increased assessed valuation are known as Tax Shifts. Tax shifts represent an offset to the tax
revenue given up by the Town to the project through the TIF mechanism. The calculations of
the amount of the Tax Shifts are as described below.

Captured Assessed Value

Since the Tax Shifts result from the sheltering of assessed valuation of the taxable
property in the District, the initial step in all the calculations is to determine the amount of the
sheltered assessed valuation known as Captured Assessed Value.

The Scarborough Assessor has provided a preliminary estimate of the range of assessed
value from $5,400,000 to $6,750,000 ($100,000 to $125,000 per apartment unit). For the tax
shift calculations we have used $6,000,000 as the assessed value. $6,000,000 is also the value
captured by the Town since the current assessed value of the District is Zero Dollars ($0.00).

Construction on Bessey Commons is anticipated to start in July 2007 and finish in
October 2008. The calculations assume that the valuation of the improvements will be
$2,000,000 as of April 1, 2008 and $6,000,000 as of April 1, 2009. Thus for the tax year July 1,
2008 to June 30, 2009 the sheltered value will be $2,000,000 and for the tax years beginning July
1, 2009 and ending June 30, 2037 the sheltered value will be $6,000,000. The term of the
District is 30 years and its sheltering effect ceases for tax years after June 30, 2037.

The tax shift calculations do not take into account any Captured Assessed Value arising
from the second phase of development contemplated in the July 20, 2006 Lease.

There is a lag between changes in the municipality’s assessed value and the timing of the
tax shift. This is caused by the time required for the state to compare all local assessment data
with local and statewide real estate sales data and publish the equalized State Valuation. The
2006 State Valuation, which is used for Revenue Sharing and County Tax in the year ending
June 2007, is calculated using the 2004 assessment data prepared by the municipalities; and the
2005 State Valuation, which is used for state aid to education in the year ending June 2007, is
calculated using 2003 assessment data.  This is a two-year lag for the State/Municipal Revenue
Sharing and County Tax shifts and three-year lag for State Education shifts. Thus the tax shifts
persist beyond the end of the term of the District to the fiscal year ending June 30, 2040.



State/Municipal Revenue Sharing

State/Municipal Revenue Sharing is distributed by the State of Maine to the
municipalities from two separate pools (known as Revenue Sharing I and Revenue Sharing II)
using two separate formulas.

Both revenue sharing formulas allocate the pool to the separate municipalities by
calculating a “computed number” for each municipality and dividing by the sum of the computed
numbers of all of the municipalities to obtain the share of each municipality.

For Revenue Sharing I, the computed number is calculated by the formula:

Computed Number = (Population x Assessment)/State Valuation
And the share of the Revenue I pool by the formula:
Computed Number/Sum of All Computed Numbers.

For Revenue Sharing I1, the computed number 1is calculated by the formula:
Assessment/State Valuation = Mill Rate
Computed Number = (Mill Rate — 0.01) x Population

And the share of the Revenue 11 pool by the formula:

Computed Number/Sum of All Computed Numbers.

For the year ending June 2007, the 2006 State Valuation (using 2004 municipal
assessment data) is used to calculate the Scarborough shares of Revenue Sharing I and II
($1,295,325 and $ 176,572, respectively).

The tax shift calculations do not take into account any change in the Population or the
Assessment. These are held constant at the values used for the tax year July 2006 to June 2007
and are the statistics from 2005; for Scarborough the values are Population: 18,515 and
Assessment: $36,283,643.47.

The tax shift is also calculated assuming no change in the amounts of the Revenue
Sharing pools. The amounts of the pools used in the calculations are $96,691,312.10 and
$21,724,433.50 for Revenue Sharing I and II, respectively.

The Scarborough share of revenue sharing is calculated for each future year as if the
Captured Assessed Value were included in the State Valuation. The tax shift is the difference
between the revenue sharing amount calculated for a future year and the revenue sharing amount
for the tax year July 2006 to June 2007.



State Educational Assistance

State educational assistance is allocated to each school system by the formula:
Educational Assistance = Total Allocation — Local Contribution

Total Allocation is a standardized operating cost amount for each school system
calculated by the Maine Department of Education. The standardized cost considers, among other
things, the characteristics of the local labor market, nature and number of student population,
transportation needs, leased equipment costs and debt service.

The Local Contribution is calculated for each school system by multiplying the State
Assessment by the Mill Expectation.

Maine Department of Education Form ED 281 for Scarborough dated April 19, 2006
covering the fiscal year ending June 2007, shows the Total Allocation as $25,720,005.98, the
2005 State Assessment as $2,538,800,000 and the Mill Expectation for all communities as $7.60
per $1,000 of State Assessment. This translates to a Local Contribution of $19,294,880, with a
resulting state assistance for education amount of $6,425,125.98.

The implication of the state educational assistance formula is that, all other things being
equal, the change in the Local Contribution amount is also the change in state educational
assistance to the municipality or school district. Thus we calculate the tax shift as the estimated
change in Local Contribution amount.

The principal effect on the Local Contribution amount by the TIF District is the
sheltering of assessed value; the factors that are not related to local assessment are taken as
constants and the effect of changing assessment on Local Contribution is the tax shift for state
education aid.

While one of the factors in the Mill Expectation is prior year State Assessment, the effect
of valuation changes are small compared to those of other factors and the Mill Expectation is
held constant for the tax shift calculation.

Thus to determine the tax shiff for each year that the TIF District effects State
Assessment, the Local Contribution is calculated by multiplying the State Valuation adjusted for
the Captured Assessed Value by the current Mill Expectation of $7.60/81,000 and comparing
that amount to the Local Contribution in the fiscal year ending June 2007.

County Tax

In each year Scarborough pays a portion of the budget for Cumberland County. In the
year ending June 2007 the total amount to be raised county wide by real estate taxes is
$19,312,646, which is about 64.8% of the total county budget.



Scarborough’s share of the $19,312,646 is $1,614,651 or 8.36% and is calculated by the
ratio of its 2006 State Assessment ($2,873,200,000) to the total of the State Assessments of all
Cumberland County communities ($34,366,000,000).

In calculating the tax shift we also take into account the anticipated annual increase in the
total to be raised for the county by real estate taxes. Based upon historic increases in county real
estate tax burden, the annual escalation factor used is 3.00%.

For each year that the TIF District effects State Assessment, the adjusted county tax
sharing ratio is calculated using the 2006 State Valuations adjusted for the Captured Assessed
Value. This ratio is compared to the unadjusted ratio using the 2006 State Valuations. The
difference in ratios is multiplied by the anticipated county tax to determine the tax shift for that
year.

Data and Factors

A summary of data and factors used in tax shift calculations is given in the table below.

DATA AND FACTORS

Revenue Sharing I - FY2007 Data - 07/26/06

Municipal Population 18,515
2005 Local Assessment 36,283,643.47
2006 State Local Valuation (000's) 2,873,200
Computed Number 233,813.0512
Distribution Sharing Ratio ' 0.0123622798
Revenue Sharing I Pool Amount 96,691,312.10
Municipal Share 1,195,325.05
Revenue Sharing II - FY2007 Data - 07/26/06

Municipal Population 18,515
2005 Local Assessment 36,283,643.47
2006 State Local Valuation (000's) 2,873,200
Mill rate 12.6283041
Computed Number 48,663.0512
Distribution Sharing Ratio 0.0081278103
Revenue Sharing II Pool Amount 21,724,433.50
Municipal Share 176,572.07
EPS Subsidy (Education) - FY2007 Data - 04/19/06

Local Total Combined Allocations 25,720,005.98
2005 State Local Valuation 2,538,800,000
2005 State Total Valuation 115,427,370,060
Mill expectation 7.60
Cumberland County Real Estate Tax

2006 State Local Valuation (000's) 2,873,200
2006 State County Valuation (000's) 34,366,000
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EXHIBIT 9



PROPOSED
ORDER AUTHORIZING ESTABLISHMENT OF THE BESSEY SCHOOL
AFFORDABLE HOUSING TAX INCREMENT FINANCING DISTRICT

WHEREAS, the Town is authorized pursuant to Chapter 206 of Title 30-A of the Maine
Revised Statutes, as amended, to designate specified areas within the Town as Affordable
Housing Development Districts (the District) and to adopt a Development Program for the
District (the Development Program); and

WHEREAS, there is a need for affordable housing development in the Town; and

WHEREAS, there is a need to provide affordable housing in the for the citizens of the
Town, particularly the senior citizens; to maintain a diverse population including an array of
social and economic backgrounds; and to improve the general economy of the Town and the
State of Maine; and

WHEREAS, implementation of the Development Program will help to provide
additional affordable housing in the former Bessey School for the citizens of the Town; help to
maintain a diverse population including an array of social and economic backgrounds; contribute
to the betterment of the health, welfare and safety of the inhabitants of the Town; and improve
the general economy of the Town and the State of Maine; and

WHEREAS, there is a need to encourage the expansion, improvement and continuation
of affordable housing through the establishment of the District in accordance with the provision
of Chapter 206 of Title 30-A; and

WHEREAS, the Town desires to designate the Bessey School Affordable Housing Tax
Increment Financing District consisting of the property known as the Bessey School and
surrounding land located on U.S. Route 1 and to adopt a Development Program for the District;
and

WHEREAS, the Bessey School Affordable Housing Tax Increment Financing District
shall be 7.82 acres consisting of a portion of Tax Map U41, Lot 2 as more fully described in the
Development Program, together with the buildings thereon; and

WHEREAS, (a) At least twenty-five percent (25%), by area, of the real property within
the District is suitable for residential use, blighted; or in need of rehabilitation and
redevelopment; (b) The total area of the District does not exceed two percent (2%) of the total
acreage of the Town and the total area of all development districts within the Town does not
exceed five percent (5%) of the total acreage of the Town; (c) The original assessed value of the
District plus the original assessed value of all existing affordable housing development districts
within the Town as of the date of this designation will not exceed five percent (5%) of the fotal
taxable value of property within the Town as of April 1,2006; (d) The aggregate value of
municipal general obligation indebtedness financed by the proceeds from affordable housing
development districts within Cumberland County does not exceed $50,000,000 as adjusted by a
factor equal to the percentage change in the United States Bureau of Labor Statistics Consumer



Price Index, United States Town Average from Janvary 1, 2002 to date of calculation; (€)
Designation of the District and pursuit of the Development Program for the District will meet the
need for additional affordable housing in the Town; and provides a mechanism to ensure the
ongoing affordability of the rental units constructed for at least 30 years; and therefore
constitutes a valid public purpose of the Town; (f}) Acquisition, construction and installment of
all property improvements, buildings, structures, fixtures and equipment included within the
affordable housing development program will not be financed through municipal bonded
indebtedness; and (g} 100% of the rental units in the affordable housing development district are
affordable housing; and

WHEREAS, it is expected that approval will be obtained from the Maine State Housing
Authority (MaineHousing), approving the designation of the District and the adoption of the
Development Program for the District.

NOW THEREFORE BE IT ORDERED by the Town Council of the Town of Scarborough,
Maine, in Town Council assembled, as follows:

That the Bessey School Affordable Housing Tax Increment Financing District as
described above is hereby approved and designated as such; and

That the Bessey School Affordable Housing Tax Increment Financing District
Development Program dated October 6, 2006, inclusive of all Exhibits attached thereto, as
presented to the Town Council is hereby approved and adopted; and

That the Town Manager be and hereby is authorized, empowered and directed to submit
an application to MaineHousing for designation of the Affordable Housing Development District
as presented; and

That pursuant to 30-A MRSA §5227(1) and the Development Program, the percentage of
increased assessed value within the District to be retained as captured assessed value for
Development Program purposes is one hundred percent (100%); and

That the Town Manager be and hereby is authorized and directed to enter such
agreements, in the name of and on behalf of the Town, as may be required to 1mplement the
Development Program including, among others, the Credit Enhancement Agreement
contemplated by the Development Program, such agreements to be in such form and to contain
such terms and provisions, not inconsistent with the Development program, as the said Town
Manager may approve, his approval to be conclusively evidenced by his execution thereof.
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LETTERHEAD OF THE TOWN OF SCARBOROUGH

November , 2006

Dale McCormick, Director
Maine State Housing Authority
353 Water Street

Augusta, ME 04330

Dear Director McCormick:

Re: Bessey School Affordable Housing Tax Increment Financing District

Please accept this letter and its attachments as our formal application for approval
of the designation of the Bessey School Affordable Housing Tax Increment Financing
District and its Development Program.

Please also accept this letter as my determination as Town Manager that neither
the Bessey School Affordable Housing Tax Increment Financing District or its
Development Program conflict with the Municipal Charter of the Town of Scarborough
or the Comprehensive Plan of the Town as most recently amended on July 19, 2006.

We would very much appreciate your prompt and favorable action on this
application so that the proposed Bessey Commons Senior Housing, which is the principal
development activity in the District, can have the benefit of the proposed tax increment
financing in the scoring of its application for Low Income Housing Tax Credits and
Subsidy to be submitted in the December 2006 round.

Sincerely,

Ron Owens
Town Manager

Attachments:

Application Cover Sheet

Application Check List

Notice of Public Hearing and Advertisement
Certified Copy of Record of Public Hearing
Certified Copy of Order and Vote
Development Program



APPLICATION COVER SHEET

Name of municipality: Town of Scarborough, Maine

Mailing Address: Post Office Box 360, Scarborough, ME, 04070

Project Contact Person: Ron Owens, Town Manager

Telephone: 207-730-4031

Fax: 207-730-4033

Email address: rowens@gci.scarborough.me.us

Name of District: Bessey School Affordable Housing Tax Increment Financing
District

Duration of District: 30 Years

Name and Address of Developer: Bessey School LP, ¢/o Housing Initiatives of
New England Corporation, 415 Congress Street, Suite 204, Portland, ME 04101

Original Assessed Value Date: March 31, 2006

Brief narrative summary of development project, including costs (attach additional
sheets if necessary):

Please see attached Narrative Summaty of Development Project.



Narrative Summary of Development Project

The principal facility to be created pursuant to the Development Program is the proposed
Bessey Commons Senior Housing to be developed on the site of the Bessey School by
rehabilitation of the existing school building and the construction of a new wing.

Bessey Commons will consist of 54 one-bedroom apartments for eldetly persons with 33
units targeted at 50% or less of area median income (rent of $601 per month currently)
and 21 apartments targeted at 60% or less of area median income (rent of $729 per
month currently).

The proposed housing includes 14 apartments to be created by the adaptive re-use of the
historic Bessey School located on Route One and leased from the Town of Scarborough. 40
units will be created in a new building linked to and architecturally compatible with the
historic school building. The site will be developed with exterior recreation areas for the
residents and 60 parking spaces.

The anticipated costs of cartying out the development phase of the Development Program
are:

Land acquisition: $ 0
Renovation and construction: 7,845,000
Furniture, fixtures and equipment: 100,000
Design, engineermg and land survey: 565,300
Bank costs including fees and interest: 487,800
Reserves and escrows: 382,100
All other costs: 1,519,000

Total Development Phase Costs: $ 10,899,200



Checklist for Approval of Affordable Housing Development District and
Affordable Housing Development Program

Process

| Notice of public hearing published in newspaper of general circulation in
municipality 10 days before hearing

Certified copy of notice as prepared by municipality; and

Actual newspaper page showing notice, name of newspaper
and date

O Public hearing

Certified copy of record of meeting at which public hearing
was held

O Vote of municipal legislative body

Certified copy of resolution or order and vote, with date of
vote

Affordable Housing Development District
Affordable Housing Development Program

| District consistent with comprehensive plan
X Date of comprehensive plan final adoption; and
X Statement of no conflict with comprehenstve plan
(N District not in conflict with municipal charter
X Statement of no conflict with municipal charter
[ | Disttict is within municipal boundaries
X Physical description of distact; and
X Municipal map showing location of district relative to

municipal boundaries; and



X Tax map showing boundaries of district

L At least 25% of district area is
X (a) suitable for residential use; or

(b) blighted; or

X c) in need of rehabilitation/redevelopment; and
X Physical description of district to support (a), (b) or (c); and
_xX Zoning map showing district boundaries; and
X Allowed uses in zone where district located; and
_N/A Copy of any contract zoning agteement
(i District area is no more than 2% of total acreage of municipality
X Total area of district; and
X ‘T'otal municipal acreage; and
. District area as percent of total acreage
(N Area of all development districts (affordable housing and municipal) is no more than

5% of total acreage of municipality

X Total area of all development districts {including this district);
and

X ‘T'otal municipal acreage; and

x Total development district area as percent of total acreage

tf Original assessed value of district

X Dated certification from municipal assessor showing amount
and date of original assessed value



Onginal assessed value of all affordable housing development districts in the
municipality does not exceed 5% of total value of all taxable property in the
municipality as of April 1 before date of MaineHousing approval of the proposed
district

X Agpregate original assessed value of all affordable housing
development districts in the municipality (including this
district); and

X Total value of all taxable property in municipality as of April
1 before MaineHousing approval of this district; and

X Agoregate original assessed value of all affordable housing
development districts as a percentage of total taxable value of
municipality

Duration of district (maximurm 30 years)

X Number of years

Affordable housing development program meets identified housing need in
municipality

X Description of need; and

X Description of how development program meets need; and

X Number of new construction rental units; and

N/A Number of rehabilitated existing rental units; and

N/A Number of new construction homes, indudjng
condominiums; and

_N/A Number of rehabilitated existing homes, including

condominiums

District must be primarily a residential development

Description of housing, mcluding types and acreage; and

X
X Description of uses relating to residential uses, including
types and acreage; and
X

Description of balance of uses, including types and acreage



(M At least 33% of the dwelling units in the district must be affordable

N/A

Number of affordable single-family owner-occupied homes,
including condominiums, in district; and

Number of affordable apartments and other rental units in
district; and

Total number of dwelling units in district; and

Affordable dwelling units as a percentage of total units

1 Mechanism to ensure ongoing affordability of 33% of the dwelling units in district

N/A

Description of affordability mechanism for single-family
ownet-occupied units (including condominiums); and

X Desctiption of affordability mechanism for rental units; and
X Copies of any available agreements and declarations of
restrictive covenants and conditions (whether or not executed
or recorded)
Li Desctption of all improvements, buildings, structures, facilities, equipment,

programs, activities, and other costs that may be funded in whole or in part with tax
increment revenues from the district

X

N/A
N/A

Description of each improvement, building, structure, facility,
plece of equipment, program, activity and other cost that may
be funded in whole or in part with tax increment revenues;
and

Listing of improvements, buildings, structures, facilities,
equipment, programs, and activities inside the district; and

Listing of improvements, buildings, structures, facilities,
equipment, programs, and activities outside the district; and

For each itemn outside the district, explanation of how item is
directly related to or made necessary by creation ot
operation of the disttict, with available supporting
documentation including but not limited to any studies,
research, estitnates, assumptions and basis of assumptions;
and



Cost estimate for each improvement, building, structure,
facility, piece of equipment, program and activity; and

All sources and amounts of funding for each of above,
including but not limited to tax increment revenues, bank
financings, government program financings, grants, municipal
or other public debt 1ssuances, developer equity, and tax
credits; and

Timing of each planned improvement, building, structure,
facility, piece of equipment, program and activity and related
expenditures.

Identification of the specific improvement, facility or other
item for which the municipality may use either tax mcrement
revenues or an alternative funding source, or both; and

All sources and amounts of definitive and potential funding
for each specifically identified improvement, facility or other
item, including but not limited to tax increment revenues,
bank financings, government program financings, grants,
municipal and other public debt issuances, developer equity,
and tax credits, with each funding source identified as
definitive or potential, reasons why a funding source is
potential rather than definitive, and the anticipated timing of
decisions on potential sources; and

The priority for use of tax increment revenues and a
description of plans and contingencies affecting use of tax
increment revenues for each identified improvement, facility
or other item.

Identification of the specific improvement or faci]ity for
which capital ot operating costs, or both, will be paid with tax

increment revenues; and

For each identfied improvement or facility for which
authorization is requested to pay both capital and operating
costs, (i) the amount of tax increment revenues to be used to
pay capital costs and (i) the amount of tax increment
revenues to be used to pay operating costs; and

For each identified improvement or facility for which
authorization is requested to allocate up to 2 maximum
aggregate amount of tax increment revenues to the capital or
operating costs, or both, of that improvement or facility, as
determined by the municipality, the maximum aggregate



amount requested and the reason or reasons why the
municipality is requesting flexibility; and

X Priority for use of tax increment revenues to pay capital or
operating costs and a description of plans and contingences
affecting use of tax increment revenues for capital or
operating costs.

N/A A description of the fund, including type, purpose, operation,
and provisions for tepayment or return of fund proceeds to
the fund; and

The timing of the establishment and use of the fund; and

N/A

N/A The property to be purchased or the housing to be developed
with fund proceeds and the timing of that development or
putchase. If both property purchases and housing
development are intended, provide information on both; and

N/A The location of the property and the housing.
[ Description of terms and conditions of any agreements or other obligations relating

to the district (whether or not executed or recorded)

X Copy of each credit enhancement agreement; and

X Copy of each other agreement or obligation relating to the
district; and

X Description of plans regarding each project cost account for

tax increment revenues

[ For each year the disttict will be 1n effect

X Estimate of increased assessed value of the district
(including assumptions); and

X Portion of increased assessed value to be retained as captured
assessed value and resulting tax increments; and

X Calculation of estimated tax shifts resulting from creation of
district
- Description of plan for relocation of persons displaced by development activities
N/A Relocation plan description; or



X Statement that no relocation is necessary

Description of environmental controls to be applied

X Statement regarding environmental controls, such as
permitting and licensing, adherence to laws and regulatory
conditions, use of qualified contractors, or use of
environmental mitigation measures during development and
operation of district

Description of proposed operation of district after completion of improvements

X Description of operation of housing, facilities, improvements,
programs and activities, including, e.g., responsible entity,
manner of operation, funding

Assurance of municipality that its affordable housing development program complies
with Maine law limiting growth-related capital investments (see 30-A M.R.S.A.
§4349-A)

X Wiitten assurance stating how compliance is achieved

For municipal debt financing only: Amount of public indebtedness to be
incutred with maximum 2(-year maturity to finance approved project costs

N/A Principal amount, matutity and type of each municipal debt
P ty typ P
issuance (general obligation bonds, revenue bonds, notes or
other evidences of indebtedness); and

N/A Description of plans regarding development sinking fund

account for tax increment revenues

For municipal debt financing only: Aggregate municipal geweral obligation debt
relating to affordable housing development districts within any county cannot exceed
$50 mallion

N/A County where district is located; and

N/A Principal amount of municipal general obligation debt for this
district; and

N/A Aggregate principal amount of municipal general oblgation debt

relating to all other affordable housing development districts
(excluding this district) in that county



O For municipal debt financing only: All improvements financed with municipal
bonds must be completed within 5 years from MaineHousing approval date

N/A List of improvements to be financed with municipal bonds
N/A Planned completion date



