Tax Increment Financing Committee
Thursday, September 18, 2008 – 9:00 a.m.
Third Floor Conference Room – City Hall
Attendance: Councilor Jason Grow, Jim Duggan, Marcia McInnis, Gregg
Cademartori, Suzanne Egan, Jeffrey Towne, Gary Johnstone, Sam Park, Sam Park
and Company (SPC), Michele Harrison, Attorney for SPC; Bobby Matthews, New
Landmark Group, SPC TIF Consultant
The meeting began at 9:00 a.m.
There was discussion about streamlining the Council process for accepting the Economic
Opportunity Area (EOA) and the Tax Incremental Financing (TIF).
The reversed TIF will provide needed funds for the city at the beginning of the TIF
period. Sam Park and Company (SPC) will be frontloading $400,000 in interest
payments until the hotel gets built. In essence the city is spending $200,000 to get
$500,000 in new tax revenue. The Assisted Living Residence (ALR) is not part of the
certified project but SPC is committed to building the ALR and although it is market
driven, they are actually in the process of clearing the site for the pad. It was also noted
that the market share is clearly there. There is about 20% of space left to fill and SPC
needs basically two more tenants (larger than the small stores but smaller than the anchor
stores). A demographic study done during the special permit process showed that $175
million in Cape Ann dollars are going off Cape Ann. The reason the TIF was more
politically acceptable is that it is job related, unlike the Development Incentive Financing
(DIF) which is infrastructure related. The real driver for the TIF is the 200+ jobs it will
generate.
Jim Duggan, Administrative Assistant to the Mayor stated one of the concerns both
the Administration and the City Council have is how this will affect the downtown retail.
Sam Park explained that they hired a retail expert to assess downtown and he found that
this downtown is vibrant even though it struggles. We truly believe a strong downtown is
vital to the success of Gloucester Crossing and that is why we purposely sided with
Staples, Marshalls and Market Basket who will provide basic essentials not found in the
downtown. He also mentioned the concept of increasing the TIF and integrating the
additional amount to improving downtown. He feels Gloucester Crossing will help with
downtown.
Attorney Harrison added there has also been interest of some merchants for creating a
second store at Gloucester Crossing.
Mr. Duggan asked how SPC can make that marketing connection.
Mr. Park stated retailers have to take hold of their downtown and make it a destination
and we are glad to contribute to that but the stores in downtown have to make the
investment in downtown; i.e. Shaws is investing in a new store façade for their Railroad
Avenue store.
Attorney Harrison stated Gloucester Crossing will have an information area with
substantial advertising information.
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Jeffrey Towne, CFO suggested the Council could put operating money in the budget to
promote downtown through the city itself.
Mr. Park is personally very excited about this project and stated this isn’t a subsidy;
basically it is an investment of $200,000 to get $500,000. SPC is building the roads,
sidewalks and water mains and all we are asking is the city to allocate one-third its
benefit to paying back some of those costs.
Councilor Grow asked for an explanation of how this is coming to SPC through
Demoulas and the tax benefits at the state level.
Bobby Matthews, New Landmark Group, SPC TIF Consultant stated this is a draft
TIF agreement that incorporates Demoulas Market Basket who will bring forth a certified
project application.
Suzanne Egan, General Counsel asked if all 200 jobs will be at Market Basket.
Mr. Matthews stated 45 full time jobs are coming from Market Basket, 15 management
and 30 skilled with a total investment of $10.5 million. The remaining retail component,
as well as the hotel are within the tax parcel and will be eligible for the benefits
associated with this TIF agreement. Market Basket will be the first certified project and
probably the only one eligible for the 5% investment tax credit.
Mr. Park stated Marshalls and Staples will be able to apply for internal capital but
Market Basket will build the structures, so they will be eligible for the 5% state credit on
depreciable asset investments.
Mr. Matthews stated in order to be eligible it has to have a tangible physical structure
and constructing the facility will be about $300,000, so Market Basket will be eligible to
take 5% of the cost and it is a one time benefit. You can only use it for up to 50% of your
tax liability but Market Basket can carry it forward.
Mr. Park explained that the benefit isn’t going to Sam Park Company for construction of
roads and infrastructure – there is no dollar value to us. The project loses any credit for
buildings we build because we are not creating the jobs.
Attorney Harrison stated the MORE grant requires that you are still employing the jobs
in 5 years and there is a100 full time equivalency.
Mr. Towne asked what happens if the grant fails.
Mr. Park replied there is no a clawback.
Mr. Matthews stated Market Basket’s certified project application says they are going to
spend $10.5 million and it is a 5% investment tax credit on that amount.
Gary Johnstone, Assessor stated the $10.5 million is part of the $40 million referenced
for the total project.
Ms. Egan asked if Market Basket is providing 45 full time jobs where are the 200 jobs
coming from.
Mr. Matthews replied that is the entire project. Marshalls, Staples and the other tenants
will be creating the other jobs and they may or may not submit an application to be
eligible for the tax credit. Market Basket is committing to 45 full time jobs. He
explained that Phase I of the project is the retail component, Phase II is the hotel and
Phase III is the ALR. Phase I and Phase II are eligible for benefits associated with the
TIF agreement because they are within the tax parcel but construction of such is not a
condition of the agreement.
Mr. Duggan asked if the application will go directly to the state.
Mr. Matthews stated it can go through the city and then city forwards it to state.
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Mr. Park stated this includes the hotel but if they wanted to go to the state for the 5%
investment credit, it is a separate process and doesn’t cost the city any more money.
Mr. Towne asked if the actually start of the TIF is tied to the city’s tax schedule.
Attorney Harrison stated year one is negotiated though this committee.
Mr. Duggan asked if there would be an issue if the EOA is designated in FY09 and the
TIF doesn’t start until FY10.
Gregg Cademartori, Planning Director replied it is initiated by the first certified
project.
Mr. Park stated the model assumed starting the TIF right as we got the certified project
application. The first year with 90% to the city may have a more marginal value until we
get to the 2010 tax year.
Mr. Johnstone stated we have to look at whatever is there on January 1st. The TIF
applies to the incremental increase and also takes into account what other properties are
in the program. There are so many variables it is difficult to project.
Mr. Park stated everyone has an incentive to make the project work as quickly as
possible. He commented on the existing tax base and stated $15,000 is what the state
views as the existing tax base for the land value.
Councilor Grow stated basically the city is getting $30,000 now and we get credit for all
new growth.
Mr. Johnstone replied a TIF is not an abatement; we are reducing what they are being
taxed. What happens with a TIF situation is that the applicant gets the big benefit up front
and the city is only getting 10% of new growth at the start and 90% of the new growth at
the end of the TIF. As this progresses while the tax dollars are still going up, the amount
is spread out more over all the property owners.
Mr. Park feels it doesn’t have an impact on the residents of Gloucester because we are
adding $500,000 in new revenue to the city.
Mr. Johnstone stated when we start dropping back to 65%, the tax dollars are still the
same but it will get spread out because it is a reverse TIF - if it wasn’t a reverse TIF the
developer’s percentage would always be increasing.
Mr. Park stated the concept of the reverse TIF is to get cash to the city upfront. We lose
some support for the TIF if we are unable to front load dollars to the city.
Councilor Grow stated in his view, it is not a long term benefit to the city.
Mr. Park stated the ALR will offset the need to redistribute the tax base.
Attorney Egan stated you can’t count on the ALR because that is separate and there is
nothing to prohibit them from coming in for a TIF.
Mr. Park stated the tapering was meant to occur in year 5 because that is the year we
feel the ALR will be coming on line.
Mr. Johnstone stated it is because the value would be dropping that that scenario would
exist.
Mr. Cademartori stated there will be other revenue streams, such as building permit
application fees, to help bridge the gap between when the TIF will take on its form.
Councilor Grow stated we need to remind people there are commitments the project has
already made to the city and those are not negotiable, they are part of the project, and will
be coming in addition to the added tax growth.
Mr. Park feels the $500,000 will pay for an increase in services. The reduction in TIF
dollars doesn’t go to pay the developer; it goes to pay for city services.
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Mr. Cademartori stated so much of this project is based around the Fuller School
building and things related to the laying out of the roadway. Some of the SPC property
that spans the roadway could complicate the redevelopment of the city property and he
recommended clearing up some of those issues during this process. What was presented
in terms of the draft in the memo submitted to the council and the interim report that we
proposed a structure that talked about a projected amount of relief and until we start
understanding what is being requested that we have to evaluate a structure that also
defines the terms, coming up with an agreement that puts the city in the best position.
Attorney Egan stated her understanding when we met regarding the roads and build out
of the road was that everything was separate.
Attorney Harrison stated the road lay out approval was conditioned on getting the
Special Council Permit (SCP) not the TIF.
Mr. Park explained that lenders will not finance more than “X” dollars for land. We
always relied on the $3.6 million to cover the road.
Attorney Egan stated we need to tie everything into this.
Attorney Harrison agreed to work on listing those out.
Mr. Park spoke more on the process and noted that the MORE grant reduces the gap we
are trying to fill by the TIF down to $1.2 million.
Mr. Duggan will e-mail copies of the EOA and CPA agreements well in advance of the
next meeting.
The meeting recessed until Thursday, 9/25 at 9 a.m.
Respectfully submitted,

June Budrow
Clerk of Committees

TAX INCREMENT FINANCING COMMITTEE
Friday, September 26, 2008
Third Floor Conference Room, City Hall
Attendance: Councilor Jason Grow, Jim Duggan, Gregg Cademartori, Suzanne
Egan, Jeffrey Towne, Gary Johnstone, Sam Park, Sam Park and Company (SPC),
Michele Harrison, Attorney for SPC; Bobby Matthews, New Landmark Group,
SPC TIF Consultant, Richard Gaines, Jim McKenna, Raymond Miyares, Brian
Falk, James O’Hara, Valerie Nelson
Absent: Marcia McInnis
The meeting reconvened at 10:00 a.m.
1. Acceptance of the September 18, 2008, TIF Committee minutes.
Gregg Cademartori, Planning Director asked for the following amendment to the
minutes of 9/18/08: last sentence on page 4 STRIKING “He feels until you have a
complete application you are still just speculating.” And by ADDING: “What was
presented in terms of the draft in the memo submitted to the council and the interim
report that we proposed a structure that talked about a projected amount of relief and until
we start understanding what is being requested that we have to evaluate a structure that
also defines the terms, coming up with an agreement that puts the city in the best
position.”
The minutes of 9/18/08 were accepted as amended.
2. Review of the TIF process.
Jim Duggan, Administrative Assistant to the Mayor stated a modified process will be
put forth through the legal office to the council.
Councilor Grow discussed submitting an addendum to the Mayor’s report to get this in
process.
3. Discussion of the DeMoulas/Market Basket Certified Project Application for
Gloucester Crossing.
Mr. Duggan questioned how many jobs this TIF will create. Original discussions
included 15 management and 30 skilled positions for Market Basket.
Bobby Matthews, TIF Consultant for DeMoulas replied probably twice that – closer to
100. The reason for 45 is that state only recognizes full time jobs associated with this.
Companies are encouraged to be conservative with their job creation estimates to make
them eligible for the state credit – so they are focusing on full time.
Mr. Duggan stated 10% of full time positions have to be from this area and asked how
that will be fulfilled.
Jim McKenna, Attorney for DeMoulas replied Market Basket focuses on hiring locally
and hopefully exceeds the 10%.
Mr. Matthews added that the certified project application is committed to 20 of those
full time jobs being local.
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Michele Harrison, Attorney for Sam Park & Co. also added that there will be
advertising in the Gloucester Daily Times, the Cape Ann Beacon and there will be a job
fair.
Mr. Matthews stated DeMoulas will be held accountable at the state level for t15
salaried and 30 hourly positions.
Mr. Duggan stated there was an emphasis put on the Concord Street location and asked
what will happen with that.
Attorney Harrison noted that is not part of this application – the focus is creating the
jobs at Gloucester Crossing.
Councilor Grow asked if there is any way in which we can request or require that
financing for the $1.2 million be provided by local banks.
Attorney Harrison will certainly ask and encourage it.
Mr. Duggan would think local banks would have to be part of a capital access program
through the state.
Mr. Matthews explained that this is a state application and is something that the state
considers – it is not a requirement to participate in the Capital Access Program. Bank of
America is the leading capital access bank in Massachusetts. The state looks favorably
on banks that participate in the program.
Mr. Duggan stated that at the Cape Ann Caucus this morning Peter Anderson, President
of the Rockport National Bank said that smaller community banks are very solid and their
bank would continue to lend.
Councilor Grow stated in the Economic Opportunity Area (EOA) application the city
does not have a policy regarding the Community Reinvestment Act and we need to look
at a policy if there is not one in place for future projects.
Mr. Duggan stated there have been discussions openly with proponents of the
Community Preservation Act who are in support and are very optimistic that it will pass.
Gary Johnstone, Assessor referred to page 7 with regards to ownership and noted that
the Certified Project application indicates Market Basket will be the owners and he asked
how that comes about.
Attorney Harrison stated Market Basket will own their building but the pad will be
owned by SPC – a condo type of ownership.
Mr. Matthews stated there will be a triple net lease with the land owner and DeMoulas
will be responsible for the real estate taxes associated with their building.
Mr. Johnstone stated there is no land value associated with this project and asked how
that gets handled with assessing.
Councilor Grow asked is the TIF only being applied to the building.
Mr. Johnston explained if the whole lot becomes a condo parcel there is no value
associate with the land.
Attorney McKenna stated the assessed value is based on a percentage of ownership
based on square footage.
Mr. Johnstone stated there will never be another land value for the entire parcel again.
Attorney Harrison knows there is a 99 year lease involved as well.
Mr. Johnstone will have to check with the state on how that is handled. The same
situation came up with the handling of the Whistlestop area – certain prices of the
buildings with use of the land but now it is a unit price. If the whole parcel is created as a
condo – they are just individual units from that point on.
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Attorney Miyares asked if the Assisted Living facility is on the same parcel or a
different parcel.
Attorney Harrison replied it is the same parcel but not part of the TIF. It is included in
the 32 acres but they will make their application later.
Mr. Matthews stated there is a draft TIF agreement that has been circulated that will
address the issue. There is a legally binding agreement that carves out the Assisted
Living facility and is referenced in the TIF agreement.
Councilor Grow is confused on how this affects the structure of land value – how does
that apply to the rest of the lot.
Attorney Miyares stated a typically abatement would apply to the whole parcel; not just
to the part owned by Market Basket; other retailers on the site will purchase condo
interests. The benefit will accrue only to the owners.
Mr. Johnstone asked what if he builds the buildings and they are tenants.
Attorney Miyares replied he gets the benefit. I.e. 20% to DeMoulas and 80% to SPC.
Mr. Johnstone asked what if DeMoulas is just applying on their unit or the whole parcel.
Mr. Matthews stated that is what the TIF agreement would address.
Attorney Miyares stated the reason we are entering into this agreement with DeMoulas
is they are the ones providing the jobs and incurring the obligation of creating the jobs.
Councilor Grow stated land value is not really calculated in the TIF calculations.
Mr. Johnstone stated the TIF only gets applied to the incremental increase in valuation.
The valuation of the individual units would get valued if written up as condominiums.
Mr. Matthews stated the lot is legally identified in the TIF agreement.
Attorney Egan asked how the hotel parcel going to be carved out of the TIF.
Attorney Harrison stated the hotel is part of this TIF agreement; the ALR is not.
Mr. Matthews explained that DeMoulas is the face of this TIF committing to a job
creation number that will satisfy state level requirements.
Mr. Duggan asked if there is any other store that can submit an application directly to
the state for the state benefits.
Mr. Matthews stated that can be addressed within the TIF agreement – the state would
ultimately be the one that would bless the certified project application.
Mr. Duggan stated for clarification that in terms of the city it is strictly from a
procedural standpoint.
Mr. Matthews stated from a procedural standpoint you could require they submit the
certified project application to the city before going to the state.
Attorney Egan stated typically a TIF application is proportioned to the number of jobs
created to the financial benefit. The narrative talks about 200 jobs and the application
states 45.
Mr. Matthews stated that is within the EOA, assuming full build out. It is likely that
there will be other certified applications. It is likely the hotel will submit a certified
project application committing to a number of jobs and private investment number but
that is all a state issue.
Councilor Grow asked if the hotel is not included in this application they would not be
coming forward asking for a TIF as well.
Mr. Matthews explained that DeMoulas, the land owner and additional development
will all be referenced in the TIF agreement.
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4. Discussion of the Economic Opportunity Area Application for the Gloucester
Crossing site.
Gregg Cademartori referred to page 5 and mentioned there may be confusion between
City Council and General Counsel and in the outline of process it is Budget and Finance
and not Business and Finance.
Gary Johnstone mentioned that #9 did not include City Auditor. He also referenced
page 2, under Part B, Section 1 - it is map 43, lot 4; not map 42, lot 4.
Attorney Harrison stated that will be eliminated because that is where the detention
pond is and only the large 32 acre parcel will be considered.
Councilor Grow asked where would be the appropriate place to address the issue of
community investment.
Attorney Miyares stated you don’t have a community reinvestment plan or policy in
place today.
Mr. Duggan replied that is correct.
Attorney Miyares stated if you want to include some kind of provision that directs the
borrowing in the first instance to local banks; he would recommend including that in a
separate agreement and not in the TIF agreement.
Jeffrey Towne, CFO asked if there is any requirement for them to borrow.
Mr. Matthews replied no.
Attorney Harrison reminded the committee to be mindful of local banks ability to lend.
Councilor Grow was thinking of funding for the infrastructure improvements.
Mr. Towne referred to page 6; $10.5 million investing on the site and asked where that
figure comes from.
Attorney Harrison stated that is to build DeMoulas, not any infrastructure, just their
building.
Attorney Miyares hasn’t seen the original Economic Target Area (ETA) application.
Mr. Matthews referred to the Cape Ann Economic Target Area of 1996.
Attorney Miyares would like to see what that says; it can be a matter of local concern
that we are being consistent with what we have done in the past.
Councilor Grow stated the EOA designation time period is 20 years maximum and
asked if we come up with a structure for the TIF agreement that is shorter than the 20
years do we want to continue the EOA at 20 years.
Mr. Matthews replied the EOA allows a vehicle to provide a TIF for that specific period
of time within the tax parcel. EOA does not obligate the municipality to anything but he
would encourage keeping it at 20 years so you are not limiting.
Attorney Miyares asked if the 20 years is for the benefit of the city or the developer or
both.
Councilor Grow stated the application came in as a 20 year TIF but it seems the
numbers don’t work and we need to come to a place in what we are looking at in terms of
final dollar figure and a dedicated time period.
Attorney Harrison left the meeting at 10:55 a.m.
Mr. Johnstone asked does the company benefit on the state level from a longer term or
is it just the initial 5% that is the benefit.
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Attorney Miyares replied generally it is one time investment tax credit.
Mr. Matthews explained you can use the tax credit for up to 50% of the liability - the
company eligible for the state tax credit is DeMoulas with identified project costs of
$10.5 million and what of that is tangible depreciable will be flushed out following the
construction, unlike the tax assessment.
Attorney Miyares stated $300,000 is based on $6 million of tangible depreciable assets.
Councilor Grow stated a 20 year TIF is a time period that would give maximum
financial relief to the applicant but is not necessarily in the best interests of the city and
would we be better off looking at a more traditional or flat line structure that gives a
fairly stable income to the city and affords the applicant their relief of the $1.2 million
borrowing costs over 8 years. This achieves the idea of getting money directly in the
coffers but doesn’t include the risk of putting it on the backs of the rest of the tax payers
of the city. In order to get the maximum tax benefit it is not in our best interest to start in
year one.
Attorney Miyares stated the intent is to start when substantial build out has been
realized.
Mr. Johnstone suggested Jan 1, 2010.
Mr. Duggan stated there has been discussion that they want to be open and operating in
fall of 2009.
Mr. Johnstone stated the date of assessment would be Jan 1, 2010 for FY2011.
Mr. Cademartori stated relying on the projected assessment when trying to target the
potential value of relief is the complicated thing. The most conservative assessed value is
important when structuring the terms to benefit the city early on in the process.
Councilor Grow stated if it is 90% of the assessed value in the first year of the TIF the
developer might not be in a big hurry to build out.
Attorney McKenna stated in discussing this with the applicant, a lot of the lease
agreements are tied to they being opened on a certain date.
Attorney Miyares suggested that a more straightforward way of addressing that is
putting it in an agreement. The other thing you might want to consider is including
specific dollar amounts in the TIF schedule, translated in a formula, instead of structuring
it with a percentage. The goal is to achieve a specific dollar amt and have it not be
dependent on what goes on at the site; that might be attractive to the city.
Councilor Grow stated there is a certain amount the developer needs to finalize this
project including the MORE JOBS grant and private financing and there is public
concern if that isn’t clearly defined going into this process.
Mr. Johnstone suggested structuring it using a traditional method with a cap.
Attorney Miyares noted that the state will approve such an arrangement but it remains to
be seen if something like that can be successfully negotiated.
Councilor Grow stated the reason the TIF was brought forward was to provide money
up front to the city because we are strapped for cash and we are trying to find a way to
maximize income to the city while still providing the amount the applicant needs to get
the project done.
Attorney McKenna stated if we haven’t expressed “X” then we need to come back with
the value and that will define a term when we talk about recapture. He agrees no one
wants to see a benefit for one person spread to others. We want this to be equitable for
the city and the developer and we have to decide what sets that curve in the first year.
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Mr. Matthews feels that has been expressed. The discussion was a value to the 20 year
TIF on the table and he believes that was the project represented at the previous meeting
but if interested in a 10, 12 or 8 year TIF, he feels the project would be open to that.
Councilor Grow would be more in favor of the maximum benefit in the shortest period
of time.
Mr. Matthews cannot speak on behalf of the landowner but there are infrastructure costs
that have to be financed and paid for up front.
Councilor Grow asked where the $1.2 million was borne from.
Mr. Duggan stated the $3.6 million was brought down to $2.4 with the MORE Job grant.
Councilor Grow asked if the $1.2 of financing needed covers the cost of the carrying
that and does it make sense to structure it to include that carrying cost.
Mr. Matthews stated the existing TIF on the table addresses the carrying costs associated
with it but because the project will bear the burden of financing the infrastructure costs
when there is minimal benefit to that TIF, he believes the project represented that there
was a value to this and as long as the value of the existing TIF being discussed can be at
least maintained over a shorter period, he thinks the project would be open to that.
Attorney Miyares stated we need to understand the projected value on January 1st of all
the various years based on the construction schedule and whether that is something
DeMoulas is committed to. $1.2 million is the number going to be borrowed and we
need to know something about the carrying costs and then we can work with different
scenarios to see what is going to work. If the percentage is not going to drop, we want to
make sure the assessed valuation goes up fast enough so the levy limit continues to go up
and doesn’t go down. If the hotel is on a different time frame but is included in this TIF,
we need to know how that is going to work. We need to know if these are definite
numbers DeMoulas is willing to commit to.
Mr. Towne stated there is no methodology change that can occur but can they still file
for an abatement of value during the TIF period.
Attorney Miyares replied yes.
Mr. Johnstone stated initially you won’t have any income to show and you have to make
projections on that.
Mr. Towne asked about the ambulance component of the last discussion.
Mr. Duggan replied that is a donation.
Councilor Grow added that is a commitment on the applicant’s part to supply upwards
of $200,000 towards an ambulance.
Mr. Matthews noted that is independent of the TIF agreement.
Councilor Grow stated there is no connection to the TIF agreement; it was voluntarily
put forward and is now part of the special permit for the project.
Mr. Towne asked how personal property is affected with the other retail.
Mr. Johnstone stated any occupants will get personal property.
Attorney McKenna did an analysis of Stop & Shop personal property and it was around
$20,000 to $30,000.
Mr. Matthews explained that part of the personal property tax exemption was considered
in the value of the proposal before the city; it was put into the value of the TIF. He
doesn’t think it is hugely substantial, that a shorter TIF would affect the personal property
tax, particularly since personal property depreciates.
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Councilor Grow stated we need a list of valuations to the city of the improvements and
have those all been quantified to balance out the benefits coming back directly to the city.
Attorney McKenna can provide that.
Mr. Duggan added infrastructure improvements current value to potential value.
Mr. Cademartori also added the need for a balance sheet of total public improvements.
Mr. Towne stated benefits to the water and sewer funds in terms of usage are also an
added bonus of the whole project.
Attorney Miyares asked if there is capacity in the existing infrastructure.
Mr. Duggan replied yes.
Mr. Towne stated there is plenty of room in the infrastructure but it is the daily demand
they have to look into more.
Mr. Johnstone asked if we can approve the EOA for FY11.
Mr. Matthews stated that is approved at the state level and the question of the duration
of the EOA currently states it will be tied to the TIF agreement that will be brought forth.
Councilor Grow asked if you want to put forth an EOA agreement for a longer period of
time than the TIF agreement.
Mr. Matthews stated it would allow the city the ability to grant another TIF to another
project within that parcel within those remaining years of the EOA.
Public input.
James O’Hara 55 Lexington Avenue is concerned that everything is being compressed
and that it is a benefit to the citizens of Gloucester to know that is happening and to give
the public ample time for comment during the public hearing phase. There are plenty of
hotels, motels and B&B’s and do we think the demographics will support another
supermarket.
Mr. Duggan stated there will be plenty of opportunity in the public hearing process for
comments, concerns and questions to be posed.
Attorney Miyares reiterated the need for build out schedules, projections on actual
borrowing costs, possible interest rates and terms associated with that.
Mr. Matthews will provide that information to Attorney Harrison who will be the point
person.
The meeting adjourned at 11:45 a.m.
The next meeting is scheduled for 10/14 @ 10:30 a.m.
Respectfully submitted,

June Budrow
Clerk of Committees

Tax Increment Financing Committee
Wednesday, October 15, 2008 – 10:00 a.m.
Third Floor Conference Room, City Hall
Attendance: Jim Duggan, Ray Miyares, Peter Milano, Mass Business Development,
Marcia McInnis, Suzanne Egan, Gary Johnstone, Councilor Jason Grow, Councilor
Jackie Hardy, Sam Park, Michele Harrison, James McKenna, Jeffrey Towne,
Bobby Matthews, Gregg Cademartori, Valerie Nelson, Frank Stadler, Gregg Smith
Also:
Absent:
The meeting was called to order at 10:08 a.m.
1. Acceptance of the September 26, 2008, TIF Committee minutes.
The minutes of 9/26/08 were distributed and will be accepted at the next meeting.
2. Discussion of the DeMoulas/Market Basket Certified Project Application for
Gloucester Crossing.
James McKenna presented a spreadsheet showing past TIFs and the return on
investment. (copy in file)
Attorney Michele Harrison asked the committee to look at how TIFs have been
awarded in the past and noted that the new projected revenue will be based on the cities
investment and the return on that investment. She asked the committee not to focus on a
dollar figure at this time, since that is not concrete.
Attorney McKenna stated it is difficult to nail down a number when so much is yet to be
determined in terms of value and how the project will roll out. Percentages have been
used in the past and the approach discussed with the Mayor’s office recognizes the city’s
present fiscal situation and value of a TIF over 20 years with a flat curve between years 6
and 17. This is a significant TIF for Demoulas because they are committed to
Gloucester. Demoulas is the face of the TIF but it will benefit the entire project in terms
of infrastructure improvements. A ratio analysis will show this is a small request
compared to some of the TIFs given historically in Gloucester. With the proposed build
out of the property and return to the city over a 20 year period, we are looking for
something that is well within the magnitude of what the city has done for other applicants
in the past.
Attorney Ray Miyares, representing the City doesn’t understand the basic premise of
the argument.
Sam Park, Sam Park & Co. stated there is a major fundamental distinction between
percentage and fixed payments. We agreed to do a TIF using a percentage system that
includes the right incentive for both the city and the developer. With a DIF, the city
would have to guarantee and place it into service. We feel that a TIF creates a win-win
situation because it directly relates to the benefits the city will realize in terms of its
revenue stream. The proposed plan is a shared risk using a percentage formula. We take
the risk that we will invest and the more we invest the better it is for us and for the city.
Attorney Miyares stated the argument provides a basis for using a percentage approach
on this project and if we are going to be sharing the risk, we need a complete
understanding of what the risk is.
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Sam Park explained the risk is ultimately on the developer. The tax investment made for
the infrastructure is related to new dollars to the city. We are glad to provide the
development schedule but it is very difficult to represent or warranty a number. Under
the percentage based system the incentive is for the developer to create as much value as
possible verses a fix payment DIF method. We are glad to talk about assumptions but
with the current market it is difficult to predict values.
Attorney Miyares asked if they have a financing deal in place with Demoulas.
Mr. Park replied we have construction financing for the site and for most of the
buildings. Contingent on getting people there, we need to provide services to the site and
secure necessary grants and TIFs to close that gap.
Attorney Miyares asked to focus on the terms of the deal.
Mr. Park stated we do not have a deal on financing the TIF component of this but are
confident we can get the financing and if approved we will try to go with a local bank
provider.
Peter Milano, Mass. Business Development asked why the city is concerned with
financing as it relates to the TIF.
Councilor Grow stated the initial plan as it stood had enough faults and concerns that we
were looking at coming up with a different approach to this. The actual terms of the
financing in his view aren’t that critical. It is the task of the TIF Committee to find out
what the gap is, what the project needs to succeed, the city’s part in filling that gap and
how much is palatable in terms of filling that gap; therefore the need for a number.
Mr. Milano stated with all due respect he doesn’t see that as a material fact in this
particular program and doesn’t feel it should be an obstacle.
Attorney Miyares understanding is this is necessary to close a gap and we need to
understand that gap. He asked if it is the intention for the TIF to kick in once a certain
milestone is met.
Mr. Park replied if it works to the city’s interest; it is clearly a cost to us. As soon as the
TIF is approved we will build the improvements. The schedule is to lock up all financing
for the infrastructure this quarter and firm up vertical commitments for the remainder to
open stores fall of 2009 including Market Basket. Financing to build Market Basket is
contingent on getting this and a delay will cost the city $600,000 per year. The
commitments from other retailers are also contingent upon receiving a TIF. We will be
50% open by the end of 2009 with the balance of the development open within 6 months
thereafter. The hotel will begin construction as soon as the first phase of the retail is
complete. The hotel will want to see all infrastructure servicing the structure in place
prior to building with an opening of 2010. In all cases, the city will come out with more
tax revenue then if this project gets delayed.
Gary Johnstone, Assessor explained from an assessing standpoint we need to look at
where things stand on January 1st of any given year.
Mr. Park stated that the majority of the retail (140,000 to 160,000 sq. ft. of the 195,000
sq. ft.) will be complete by December 31, 2009. The rest will be under construction or
waiting for leasing commitments and will be built or rented by December 31, 2010. We
are advancing pad work for the hotel but will not be able to go vertical for the hotel until
all infrastructure is in place. We are committed to building the hotel and are negotiating
at this time.
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Jeffrey Towne, CFO asked if short term interest is better than long term interest for the
developer at this time.
Mr. Park is not sure that is the case right now – it is a blended rate and difficult to
predict and sometimes it is inverted because the shorter term interest rates are harder to
fix.
Mr. Towne stated local government also has to do diligence to the taxpayers and the City
Council. We need to come to a realistic approach on calculating numbers and have to
have something to work from. He asked about expected recovery.
Mr. Park stated the actual gap is $3.4 million and we are willing to carry one-third of
that for the next 5 to 6 years. This is only being made financible because of our
willingness to invest an additional $2 million. We will net $1.8 million after
administrative costs but with prevailing wages the benefit is less. There was also an
$800,000 power supply dropped on us by National Grid, the end result bringing power in
to service Fuller, the Linsky property, Bomco and Portuguese hill. Currently the
electrical systems for that area are outdated.
Councilor Grow asked Mr. Park to quantify the benefit.
Mr. Park stated the retail has had the ability to finance more infrastructure than housing,
hotels and senior care facilities. Most of the stuff on our site is financed privately. We
have agreed to the following: sewer upgrades on Staten Street; a new generator to back
up the generator for the pump station serving all of Blackburn Industrial Park; a safer
roadway system making Fuller fully accessible around the site while providing access to
the undeveloped acreage up on Gail Street, which we have nothing to do with.
Installation of a major water quality system with storm water basins removing flood
waters from Maplewood; sidewalks and street lighting beneficial to the reuse of the
Fuller site and additional access improvements to Fuller to provide a private parking area
for the administration. As a result, the city will end up with the most valuable site on
Cape Ann. New gas service will be brought across Rte. 128 to service Bomco, Fuller,
Gloucester Crossing and Linsky’s. The electric power network is very disconnected and
the power system has been requested by Bomco. There will be 39 new off site poles
installed to bring in high voltage lines more powerful than the lines currently on the site.
This will service Gloucester Crossing, Bomco, Linsky’s, Maplewood and Rte. 128
improvements. Other improvements include wetlands restoration and the relocation of all
playground equipment and operating capital will help to fund some of the debt service on
a new ambulance. None of these are related to the TIF even though they are a cost to us.
Councilor Grow asked if they could attach a numerical value to some of the offsite
improvements.
Mr. Park replied it is well in excess of $6.5 million for all infrastructure improvements.
The difficulty with that is this whole project is beneficial to the city and if this ties to a
fixed amount there isn’t a lot of incentive for future investment. We are looking at it
truly as a percentage. No matter what you provide we are still in the hole on the
infrastructure.
Attorney Miyares stated the city has to find a way to get comfortable in its share in the
investment.
Mr. Park explained there are clearly more than $3.4 million in public improvements
included in the $6.5 million total.
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Councilor Grow appreciates that the percentage goal works best because there is an
unknown end date but at the same time people want to know how much this is going to
cost the city.
Mr. Park feels the city has the ability to take a percentage and calculate its value. We
can provide engineer’s estimates on value but noted that this project isn’t costing the city
anything. It is not taxes coming out of the city’s coffers today. The driver in this is to
close the gap.
Councilor Grow asked about benefits realized outside of the tax benefits.
Mr. Park stated we are willing to make our assumptions and risks but feel the city needs
to make its own assessment. Even at a 50% tax allocation, tax abatements don’t come
close to what is being invested in public infrastructure. 35% for a 20 year period works
for us and bringing it down to 15 years might cost the city a little more but they would
realize a much quicker full taxation. Going from 15 years to 10 years is dramatic and
going from 15 years to 7 years is almost all principal.
Attorney Harrison noted there is a suggestion on the table already.
Jim Duggan stated if the impact is too great to the taxpayer with the reverse philosophy
they should be open to more of a flat schedule if it is less of an impact to the taxpayer.
Mr. Johnstone explained the percentage decreases as time goes on and the property
owner picks up the incremental increase in terms of tax dollars. In terms of a reverse
TIF, the increase in the tax levy is at the start reducing the property owner’s share – that
is spread out to the other taxpayers both residential and commercial.
Attorney Miyares added it is important that the assessed value increase enough to offset
the decrease in the percentage so you still are getting new growth every year.
Mr. Milano noted if the retail and hotel hit separately they could offset that as well.
Mr. Park stated it is also important when talking about reallocations due to Proposition 2
½ that no matter how it is split, this is paying for services the city needs. Tax rates are
lower with the project than without the project because of the $500,000 in additional tax
revenue is basically enabling the funding of services that would otherwise have to be
funded through Proposition 2 ½. We are trying to find a compromise with the city and
suggest 35% for 20 years or 50% for 15 years.
Mr. Johnstone stated you call for the (Assisted Living Residence) ALR pad not to be
included and asked could the same happen with the hotel.
Mr. Park replied the hotel has a significant assessed value.
Attorney Miyares stated if the hotel doesn’t come into being then the percentages will
be off.
Mr. Milano stated this is exactly the case made for percentages verses a number because
all the risk goes to the developer.
Attorney Miyares asked what the percentages are and what those percentages are being
multiplied against. He assumes year 1 will be FY2011 based on 140,000 sq. ft. and some
portion of the hotel and FY2012 will be completely built out.
Mr. Park explained there will be 12 months of construction with completion of the retail
12 months later and total development cycle to opening of the hotel of no more than 36
months but possibly less than that starting from today.
Attorney Miyares asked if it is conceivable to construct a reverse TIF for those first
three years that doesn’t result in a reduction of revenue.
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Mr. Park replied we have calculated 35% of the total tax revenue but not under what
already exists; it can only be on the new tax base.
Councilor Hardy is curious why we are not discussing the ALR, one of the reasons
being that some of us voted on the ALR as a large part of this project. She asked if the
pad for the ALR can be divided and sold off separately.
Mr. Park is fully committed to constructing the ALR. Because it has been taken out of
the TIF means we can’t benefit from the tax abatement for the ALR; the tax base from
the ALR will all go to the city. That is not to imply that is on a different track - the land
value is set and we have started our initial marketing but everyone would like to know the
infrastructure is in place prior to commitment.
Councilor Grow asked what benefit it is to the developer to take the ALR out of the TIF.
Mr. Park replied it is not a benefit to the developer – it makes it more beneficial to the
ALR provider. There would be a subdivision plan to isolate the tax lot for the ALR
provider.
Councilor Hardy asked if an ALR provider can be a non-profit.
Mr. Park stated even a non-profit is required to pay taxes.
Councilor Hardy stated it is her understanding that the 40b permit is still held by the
developer and if the TIF was not approved do you still have the option to levy that 40b.
Mr. Park replied we do but we have spent so much time preparing this site it is
improbable and almost impossible for us to revert back to a 40b. The whole value of the
40b was to infill the housing. We made a commitment we will not build a 40b project.
Our company has always been about making it work and not approving the TIF will force
the development into more of a holding pattern or into looking for more state grants. The
delay is the bigger issue because if we lose our lease commitments we will have to go
back to ground zero - putting us 2 to 3 years out, losing 65% of the tax base for 2 or 3
years.
Councilor Grow asked for clarification that Sam Park is committed to not use the 40b as
long as he is the property owner.
Mr. Park stated if it means terminating the 40b project permit, we are willing to do that.
Bobby Matthews stated if the developer is forced to go back to the state to pursue a
grant for the infrastructure, he is not sure the state would look favorably on that since the
developer has already received a MORE grant and the city is not granting the TIF.
Mr. Park added it has never been the intention to build a 40b and he will reaffirm that
and will be glad to extinguish the 40b licensing – and is willing to do that respective of
the TIF.
Councilor Grow asked how restrictive can the boundaries of the TIF be. Can they be
made so specific to only apply to the construction of the Demoulas building.
Mr. Milano replied yes, the city would then not be partnering in the full building of
Gloucester Crossing.
Councilor Grow stated for clarification that whatever TIF is in place at the time the hotel
goes under construction – they enter at that time.
Mr. Milano explained there are ways to break off where the hotel will come in through a
master TIF and internal negotiations without the state involved. If they apply
individually to become certified projects they can only benefit on the depreciable
improvements. They are already going to receive the real estate tax relief reflected in
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lower real estate taxes allowing them to claim the 5% from the state. Sam Park is not
eligible for the certified project.
Mr. Park stated the restaurant is important to the center and he may make a personal
investment in the restaurant.
Suzanne Egan, General Counsel asked for clarification that Demoulas is the applicant
and asked how that affects all the other condos.
Mr. Milano replied there is nothing in the statute or the regulations that prohibits any in
the EOA from applying but Demoulas is the only company that will receive the benefit
from the state.
Mr. Duggan asked for clarification if the other job creators go before the city before
going to the state with their certified project applications.
Mr. Milano replied no but you could request they send a letter to the Mayor informing
this is happening.
Mr. Park stated the big difference for Market Basket is that they are constructing the
building. The only other building that may be eligible would be the hotel.
Mr. Milano added that annual reporting forms go to both the city and the state.
Councilor Hardy asked if there is any way to guarantee that at least a percentage of the
jobs would go to local people.
Mr. Milano explained that in the past the city has asked applicants give preference to
Cape Ann and Gloucester residents and he doesn’t see why you couldn’t ask them to
write that into their certified project applications.
Attorney McKenna has been told very directly from Demoulas that they will indeed
have a policy for advertising and seeking local employment to meet the needs of the
facility.
Mr. Matthews stated Demoulas is committing to 45 full time jobs, 15 management and
30 skilled jobs with 20 of those coming from the Cape Ann area.
Attorney Harrison submitted a suggested outline for the TIF and can also submit a
suggested TIF agreement as a framework.
Councilor Grow stated part of the gap the city is willing to commit to is taking into
consideration off site improvements, length of time and what the city needs in an increase
in attainable tax revenue.
Councilor Hardy is not completely sure that a reverse TIF is in the best interest of the
city and would like the numbers presented traditionally as well.
Mr. Park will provide projections of construction schedules and traditional
percentages/years as well as a list of off site improvements.
Mr. Towne stated there is excess capacity in the water system and asked for the
maximum amount of water demands that could occur on any given day considering full
build out.
Mr. Park stated with the infrastructure in place there is not enough commercial base
using the capacity and will provide that number as well.
Gregg Cademartori, Planning Director suggested it makes sense to take base line
information to come up with scenario to see if the expectations are aligned.
Mr. Towne stated the city will also make their calculations.
Mr. McKenna asked for agreement between the two parties on inflation or present value
factor.
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3. Set the next meeting date.
The next TIF Committee meeting is scheduled for Wednesday, 10/22 at 9 a.m. Third
Floor Conference Room, City Hall.
The meeting adjourned at 11:50 a.m.
Respectfully submitted,

June Budrow
Clerk of Committees

