Environmental Justice:  Legislative Session 2009

TIDDs and TIF

The 60-day Legislative session opened in Santa Fe on Tuesday 20 January and will end (at noon) on 21 March.  Any adopted legislation will become effective on 19 June.  Information on proposed legislation may be found at the New Mexico legislature web site:  www.nmlegis.gov/lcs/default.aspx for those who like to follow things on the internet. 

A number of bills relate to environmental, energy, and health issues of interest to South Valley residents.  One is HB451, the Tax Increment Development District (TIDD) Oversight.  

What is a TIDD?  

A TIDD is a tax increment development district.  

What is a TIF?

A TIF is the acronym for tax incentive financing.   A TIDD provides a way to fund public infrastructure in a specific area – the TIDD – by issuing bonds – the TIF.  The bonds are to be repaid by the presumed increased revenues from the development in the form of future property and gross receipt taxes.

Essentially, a TIDD provides money for roads and other infrastructure to a developer.  The idea is that as a result of the development, there will be more residents, more jobs, and more taxes collected.  And this future tax income will be used to repay the bonds that financed the infrastructure construction in the first place.

It sounds good and it can be useful.  One concern though is that the future money that is used to repay the bonds would otherwise have gone to state and local general fund budgets to pay for programs.

Have TIDDs been used successfully?

Yes.  In an ideal world, and as its supporters would have you believe, this is a great financing tool.  And, TIDDs have been used successfully elsewhere.  They are used most appropriately in what is called ‘brownfield’ development – when there’s a problem that makes redevelopment too risky because, for example, the environment is contaminated.  The Stapleton Airport in Denver is a perfect TIDD project.  With approximately 4700 acres inside the city limits but runways and contamination from jet fuel, a TIDD is being developed to reclaim the land for homes and commercial areas.

The experience of Illinois

While this method of tax increment financing does have a place in development, its value is questionable when it is used to finance projects that do not have a revitalization benefit (like reclaiming the Stapleton Airport in the Denver city limits) or that would probably have been developed anyway.  New Mexico has one of the more liberal tax incentive financing structures and is encouraging projects that result in sprawl rather than infill and, it is argued, take money out of the state. 

In the 1980’s the state of Illinois had similar legislation.  They rapidly found that the number of requests for TIDDs had the potential to the drain the state’s General Fund.  They repealed their legislation.

The experience of Albuquerque and Bernalillo County

Mesa del Sol has a TIDD project.  SunCal and the Hunt Development are requesting TIDDs in the legislative session.  The Sunday Journal front page story (March 8, 2009) shows that the out-of-state developers have a big stake in getting their TIDD approvals.

There is a role for this form of tax increment financing and it can be beneficial.  The liberal incentives in New Mexico though need to be tightened to ensure that the communities of New Mexico are the primary beneficiaries.  HB451 would enact reforms to ensure that the financing is used to improve our communities rather than as a subsidy for out-of-state developers.

In the current economy, the temptation to develop at any cost is great.  The promises from SunCal according to their website include bringing nearly 30,000 new high-tech and construction jobs (up from 12,900 on the billboard photograph in the Sunday Journal!).  New Mexico could well benefit from such growth.  Yet we have a need to be cautious and to weigh the costs of this development – in terms of future income as well as in terms of the environment, in terms of ensuring that the development promotes community and individual health and well-being.

Learn about the issues that interest and affect you and participate in the legislative process. 

For more information contact the South Valley Partners for Environmental Justice (SVPEJ)
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