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What is Tax Increment Financing?

• Tax Increment Financing (TIF) is a financing tool that 
captures and uses increased property tax revenues from new 
development within a defined geographic area to fund public 
infrastructure

• Tax Increment represent the taxes collected on the new 
assessed value within a development district

• Tax rate remains the same inside the development area as 
other City property , unless there is a revenue shortfall for debt 
service
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Flow of Revenues

Time

Project Initiated 

• TIF boundary defined

• Tax base frozen

• Redevelopment starts

Base Taxes Paid to General Fund
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Flow of Revenues

Time

Short-Term 

• Construction underway

• Assessed value of property 
increases

• Issuance of TIF bonds

Increases Assessed Value 

Generating New Tax Revenue

Base Taxes Paid to General Fund 
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Flow of Revenues

Time

Base Taxes Paid to General Fund
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Incremental Taxes to Debt Service

Mid-Term 

• Project Completed 

• TIF bond amortization 
begins



Flow of Revenues

Time

Incremental Taxes to Debt Service

Base Taxes Paid to General Fund 

Excess Incremental Taxes to General Fund
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Flow of Revenues

Incremental Taxes to General Fund 

Base Taxes Paid to General Fund 

Future Taxes to General Fund  

After Bonds are Repaid

Time

Incremental Taxes to Debt Service
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TIF Mechanics Summary

• Typically TIF bond proceeds are pledged to fund 
public City-owned improvements

• Bonds are not backed by the City’s full faith and 
credit

• TIF revenues not needed for debt service on the 
bonds go to the general fund

• When the bonds are repaid, all TIF revenues revert to 
the general fund as part of normal tax collections
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Port Covington: Past, Present and 
Future



Location

• 260-acre underutilized industrial area

• Two miles south of downtown Baltimore

• South side of the South Baltimore Peninsula

• Three miles of waterfront between Interstate 95 
and the Middle Branch of the Patapsco River



Port 
Covington





Historical Use

• Railroad terminal and coal loading facility until 
the 1970s

• Baltimore Sun headquarters

• Failed shopping center that included the nation’s 
worst performing WalMart







Site Conditions & Constraints

• Frontage along Interstate 95 that experiences 
200,000 vehicles passing a day

• Landlocked by Interstate 95 and the Patapsco 
River

• Minimum egress and ingress to the site

• Lack of and poor existing infrastructure, 
including roads, water and sewer

• Three miles of failing bulkhead





Under Armour Outgrowing Tide Point





Redevelopment Plan

The Port Covington project includes the following 
proposed components:

 The construction of 17 streets and 66 intersections 
resulting in 42 new city blocks.

 Approximately 5.5 million SF of office space, including 
approximately 3.9 million SF for a new Under Armour
Global Headquarters campus.

 Over 7,500 residential units.
 Approximately 1.5 million SF of retail space
 200 hotel rooms.
 Approximately 500,000 SF of manufacturing and maker 

space.
 Approximately 10,000 parking spaces.
 Over 40 acres of public parks and public access to the 

waterfront.



Public Benefit

• Expand City’s public transportation system

• Rebuild three miles of failing seawall that will all 
be available for public use

• Create additional connectivity through public 
parks and promenades

• Make available a waterfront that has been 
neglected for decades

• Reconnect an area of the City that was isolated 
by the construction of an interstate highway

• Provide cultural and public amenities
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City’s  TIF Process

• Step I:

▫ Coordinating agency develops, evaluates, and 
approves TIF proposal

▫ Coordinating agency works with the City’s bond 
counsel, TIF financial advisor and Finance 
Department



City’s  TIF Process, continued

• Step II: Coordinating agency is responsible for 
the following:
▫ Proposing the amount of the TIF and confirming 

the project requires the assistance.
▫ Ensuring the TIF will advance the City’s land use, 

economic development, and public improvement 
goals.

▫ Confirming TIF proposal is consistent with criteria 
set forth in the City’s TIF policies.

▫ Assisting with preparing submission package to 
the Board of Finance (T IF Application)



City’s  TIF Process, continued

• Step III: Concept approval of the TIF proposal 
by the Board of Finance
▫ The Board of Finance is responsible to ensure the 

TIF proposal is consistent with the City’s TIF 
policies.

▫ Preparation of legislation follows concept 
approval

• Step IV: Presentation of TIF legislation to the 
Board of Finance

• Step V: Approval of TIF legislation by City 
Council and Mayor



City’s  TIF Process, continued

• Step VI: Submission of documents for issuance 
of bonds to the Board of Finance

▫ This submission must include the results of due 
diligence adequate to allow an evaluation of risk

• Board of Estimates may also be required to 
approve various contracts



Port Covington Infrastructure 
Sources of Funds
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TIF Funds

• Tax Increment Financing Bond Projections

 Total gross bond proceeds: $660,000,000

 Total net bond proceeds: $534,795,000

 Bonds sized for 125% debt service coverage at 
full build-out/full phase-in, excluding tax 
credits

 The projections indicate the developer will pay 
$291 million in special taxes and reimburse 
the City $34 million in Brownfield credits

 The bonds are projected to be issued in four 
phases over the next 12 years
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Deal Related Issues
• Sizing of TIF
• But for test
• Fiscal impact
• Risk mitigation issues
• Impact to City’s debt capacity
• Nature of public improvements being financed
• Availability of other public funding sources
• School funding
• Creating two cities
• Corporate give away



TIF Sizing Constraints

• How much assistance does the project require to 
be feasible?

• How much investment can the city afford?

• What is the amount of investment justified, 
based on the benefits of the project?

• How much public investment will the revenues 
support?

• Are there sufficient improvement costs on which 
public funds can be spent pursuant to IRS 
regulation, state law, and public policies?
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But for Test 

• “But for Test” - The project would not be feasible 
without the City’s contribution

• Qualitative and Quantitative approach

▫ Site constraints 

▫ Rate of return without TIF: -1.90%

▫ Rate of return with TIF: 9.24%

▫ Fourth Quarter 2015 PwC Real Estate Investor Survey 
reports:

 15% average IRR for land development
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Employment

Project will produce employment opportunities both 
temporary construction and permanent.
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Employment, continued

20



Total Development District Net Fiscal Impact to 
Baltimore City
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Fiscal Impact, continued
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Risk Mitigation 

• Risks of financing are addressed:

▫ The bonds shall be issued in phases

▫ Each phase must demonstrate that the private   
development can support the debt issued 

▫ The developer must demonstrate firm funding 
commitments for the vertical development before the 
bonds are issued

▫ Developer must consent to levy of special tax to cover          
debt service in the event tax increment revenues are 
not insufficient
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Risk Mitigation, continued

• Continued:

▫ Due to the size of the City’s funding commitment we 
intend to utilized a conduit state issuer.  
 This option was contemplated for Westport and based on 

current accounting rules the City’s financial advisors state 
this would remove the bonds from the City’s debt profile. 
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Port Covington Community 
Benefits Agreement 

• An unprecedented Community Benefits Agreement 
address  four main goals:

 local hiring /living wage

 affordable housing 

 school funding 

 workforce development



Direct City Benefits Commitment – Over 
$100M

• $39,000,000 - in direct benefits to the six surrounding 
communities of Port Covington

• $55,000,000 - in other direct city-wide benefits including 
workforce development initiatives, education programs, college 
scholarships, recreation facilities and youth summer jobs

• $6,500,000 - in incremental costs for prevailing wages agreed to 
by Sagamore

• $35,900,000 - in land previously privately held by Sagamore will 
transfer to the City - total value of the commitment could be 
$135,900,000 at full build-out 

• $20,000,000 - is projected to be paid out in the first five years 



Direct City Benefits Commitment 

• Sagamore has agreed to a mandate that 30% of work will be 
performed by Baltimore City residents.  Permanent and temporary 
construction.

• Sagamore has agreed to provide income-restricted residential units 
equal to 20% of all residential units at Port Covington, including 
units for very-low income households with incomes at or below 30% 
of area median income. At least 60% of these units must be provided 
on-site.

• School funding - Sagamore has also made a commitment not to 
request issuance of any TIF Bonds if there is a projected negative 
impact on State education funding for Baltimore City Schools, unless 
there is a clear plan in place to mitigate the projected negative 
impact. 




