District Improvement Financing

Leveraging New Investments for Wastewater Funding
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Introduction

Is it a new tax? Or a tax rate increase?

The District Improvement Financing approach is a
local funding tool that ties economic development
efforts and infrastructure outcomes together. It can
provide funding for public infrastructure, and
activities that promote economic growth and jobs.
New private investment then funds the
infrastructure improvements. Simply put the DIF
captures the benefits of economic growth from the
new investments and dedicates the revenue to the
projects that support growth.

Neither. Properties in a DIF District pay the
same tax rates as other properties, and
establishing a DIF District does not increase
the tax rates.

How does DIF work?
It works by creating a cycle of
public and private investment
in a targeted area. New private
investment on a property raises
the assessed value, increasing
the amount of tax revenue
collected. Through DIF, the tax
revenues from new growth (or a
percentage of them) are
captured and directed to pay the
costs of public projects that
attract and sustain the private
investment, creating the virtual
cycle.
How does the DIF fit into the Wastewater
Financial approach?
The DIF can reduce the wastewater projects impact
to property owners by using a percentage of new
investments to fund wastewater. The funding
sources on the left of the adjacent diagram
represents revenue options that have less direct
impact on property owners.
To the right in the diagram
are direct impact options.
The DIF a flexible tool to
increase revenues that are
not a direct impact by
applying a percentage of
new investments in the
District to wastewater.
That percentage represents
an opportunity to reduce
the funding sources that
have a direct impact on
property owners.

Where does the money come from if it’s not a new
tax or a tax rate increase?
It comes from property tax revenues generated by
new private investment, such as a
business expansion or a new
building. This investment increases
the assessed value of the property
but not the tax rate. Tax revenue
just from that increase in assessed
value is captured by DIF and can be
used to support planned projects.
Tax revenue from the existing
assessed value, before the
investment, continues to flow to the
municipality’s General Fund for
usual municipal purposes. At the
end of the DIF term, all property tax
revenues go to the General Fund.

Does DIF authorize spending or borrowing?
No. Any spending or borrowing that is
supported by DIF Revenues must still be
approved through local legislative processes.
DIF can be adopted before spending or
borrowing is fully approved, and then used to
support approved projects or debt service.

Leveraging New Investments for Wastewater Funding
Have other communities used DIF?
Yes, the following communities, have participated in
the program.
Town of Agawam
Town of Athol
Town of Dedham
Town of Easton
Towns of Longmeadow &
East Longmeadow,
Town of Nantucket

City of Amesbury
City of Brockton
City of Quincy
City of Somerville
City of Springfield
City of Taunton
City of Worcester

What are we approving at this stage, and what is on
the map?
This Annual Town Meeting April 2022 will establish
the area and properties that will be the basis for the
revenue from new growth. The areas are comprised of
two DIF district types. The IRD or Invested Revenue
District, is the area where the DIF revenue can be
collected from new growth . The DIF article also seeks
to establish where funds can be spent, through the
establishing of the DD, or Development District.
Selecting the properties for the IRD district sets the
base value from which new growth would be

What about
Proposition 2 ½?
Using DIF does not
affect calculations for
Proposition 2 ½ and
will not prevent a
municipality from
complying. DIF
relies on new growth,
which increases the
levy limit. It does not
require increases to
tax rates.
Why not receive the
new revenue in the
general fund then
borrow to meet the
program goals?

Map of DIF District along
Route 28 and Shore Drive
comprised of Phase One
wastewater program.

The DIF approach
has three advantages
over borrowing from
the general fund
directly:
1. The borrowing is not included in the City’s debt
limits.
2. The borrowing has a definitive revenue stream.
3. The borrowing does not require new taxation.
4. The DIF derives revenue result from the area
where the work will occur, not Town wide.
Therefore the allocation is more equitable.
Is there an impact to the property owner in the DIF
District?
There is a positive impact, more DIF revenue means
less Betterment assessments. Otherwise no additional
taxes are charged from the property.

calculated. This 2022 Town Meeting will not create
the development program, establishing what the
funds will be spent on, or the percentage of the new
growth to be used. Those steps will be taken at the
2023 Annual Town Meeting.
The map outlines two areas. The area in green
represents both a Development District, and Invested
Revenue District. The lavender, however, is just
where funds can be spent in the Development
District. The areas follow phase one of the
wastewater project. The green area has potential for
new growth, while the lavender area is mainly
infrastructure pipe routes and public property
associated with the wastewater project . The
definitive area is established through the in a report
titled Town of Yarmouth, Phase One Development
and Invested Revenue District, District Designation
and Base Value Establishment.

