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SUMMARY:   
 

The Friends of Scarborough Hockey (“FOSH”) have proposed constructing a hockey arena on 

Town land next to Scarborough High School.  FOSH intends to raise all funds for the hockey 

arena from private sources and to operate the arena as a not-for-profit organization.  While 

SMARTaxes supports a privately-funded hockey facility in Scarborough, we believe that all 

transactions between the Town and FOSH should be conducted on an arm’s-length basis and at 

fair market value, that is, FOSH should not receive below-market lease rates nor waived fees in 

connection with the arena.  We further believe that any land lease between the Town and FOSH 

should be carefully structured to assure that the arena does not become a Town property and/or 

operation in the event the FOSH fundraising, construction or operational plans fail. 

 

BACKGROUND: 
 

1. On August 20, 2014, FOSH presented a Memorandum of Understanding (“MOU”) to the 

Town Council proposing the building of a 35,000 square foot hockey arena at a cost of 

$5.5 million on Town-owned land next to the High School. 

 

2. The arena is to be built on the 1.44 acre lot at 8 Gorham Road that now serves as a 100-

car parking lot for the High School faculty.  According to Town tax records, the land has 

an assessed value of $203,300. 

 

3. In addition, FOSH plans to use the .5 acre former water tower lot (6 Gorham Road, 

recently acquired by the Town) for parking for the new arena and to partially replace the 

100-space faculty parking lot.  Town tax records value that lot at $88,400. 

 

4. FOSH cites the unavailability of ice time at reasonable times and in the vicinity for 

Scarborough school hockey players as the primary reason for constructing the new 

hockey arena. 

 

5. In addition to satisfying the ice time needs of Scarborough hockey teams, the proposed 

arena would also serve school teams from Cape Elizabeth and South Portland.  Revenue 

from those teams is a critical component of the business plan for the FOSH arena. 

 

6. The MOU presented to the Town Council envisions FOSH receiving a “long term low 

cost lease” for the arena site.  The MOU also envisions FOSH paying for the construction 

of a 71-car parking lot on the former water tower site, adjacent to the arena. 
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7. The MOU calls for the Town to waive application fees for Town Council and Planning 

Board approvals.  It also calls for the Town to waive the standard Traffic Impact fees. 

 

8. FOSH is a “non-profit” organization that has applied for tax-exempt status under Section 

501(c)3 of the Internal Revenue Code.  We understand FOSH also plans to seek 

exemption from Scarborough real estate taxes.  

 

 

CONCERNS: 
 

1. In the MOU, the Town agrees to provide FOSH with a below-market rate for the 

lease of the land on which the hockey arena is to be built.  The land on which the 

arena would be constructed is now used as a High School faculty parking lot and is 

currently assessed at $203,300; the land of the adjacent former water tower lot is 

currently assessed at $88,400.   The total assessed land value of the two parcels is thus 

$291,700.  We believe FOSH should lease these parcels from the Town at an annual rate 

that reflects those assessed values. 

  

When the Town leases property at less than a market rate, it is giving up revenue – 

revenue which would reduce the tax burden on Scarborough residents.  Sound fiscal 

policy requires that the Town maximize all revenues from all Town assets by charging 

market rates for those assets. 

 

It should also be noted that both the Cape Elizabeth and South Portland school hockey 

programs will benefit if FOSH is not charged the full value for its land lease.  We do not 

believe the taxpayers of Scarborough should be subsidizing the Cape Elizabeth and South 

Portland hockey programs and taxpayers. 

 

Finally, if the Town Council chooses to subsidize FOSH by charging a less than market 

lease rate, it should at least quantify the amount of lease revenue it is foregoing so the 

citizens can understand how much the Town is giving up in order to have the hockey 

arena sited on the Town campus. 

 

2. In the MOU, the Town agrees to waive application fees for Town Council and 

Planning Board approval, as well as Traffic Impact fees, on the project.  What are 

the amounts of these fees that the Town would forego?  What is the basis for waiving 

them?  How will the Town respond when developers of future projects request fee 

waivers?  We believe FOSH should pay all standard Town fees on a project of this type.  

If the Town Council decides to waive them, the Council should inform the public of the 

specific amounts of fees being waived and the reasons for waiving them. 

 

3. If the FOSH project fails, it will be tempting for the taxpayers of Scarborough to 

bail out the hockey arena.  The success of the FOSH project depends upon many 

factors, including raising more than $5 million from a relatively small interest group, 

securing long-term commitments from Cape Elizabeth and South Portland hockey 

programs, the completion of the construction project at the budgeted amount, the absence 
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of competitive ice arenas being constructed in the area over the next several years and the 

start-up of the new business to operate the rink.  Although proper planning can help 

assure the project’s successful completion, success is not guaranteed.  In the event the 

project fails, there could be the perceived need for the Town to provide financial 

assistance to rescue the hockey arena since (a) it will have become an integral part of the 

municipal campus built on Town land and (b) it will have become the home ice for the 

Town’s school hockey teams.  The Town should never be put in the position of having to 

commit funds to the arena because of the failure of FOSH’s plans. 

 

4. The proposed hockey arena is planned to be owned and operated by FOSH as a 

“non-profit” entity (i.e., 501(c)3 status from the IRS.)  While this is certainly a 

reasonable and appropriate organizational structure, it should not be portrayed as an 

advantage to the Town.  First, FOSH plans to charge market rates for ice time to all 

customers, so the fact that FOSH will be exempt from Federal and State income taxes 

will not result in reduced ice time costs for Scarborough’s hockey teams. 

 

Second and more importantly, the non-profit status of the hockey arena means that the 

FOSH arena will likely be granted exemption from Scarborough real estate taxes.  If, on 

the other hand, the hockey arena were operated as a for-profit entity (like the Maine 

Hockey Group Ice Arena in Saco), the Town would collect real estate taxes on the 

property.  At current tax rates, if the proposed hockey arena were to pay real estate taxes 

on an assessed value of $5 million, it would produce real estate taxes of more than 

$75,000 to the Town each year.  (Indeed, the privately owned and operated MHG Ice 

Arena in Saco pays that City more than $72,000 in real estate taxes each year.)  Thus the 

non-profit status of the FOSH hockey arena means the Town will very likely not collect 

$75,000 in property taxes that it would have if the arena were owned and operated as a 

for-profit entity. 

 

 

5. FOSH has established an “aggressive” schedule for its project without explaining the 

need for that aggressive schedule.  Establishing an artificial and very tight schedule is a 

common negotiating tactic.  (“Offer expires at midnight!  Act now!”)  The purpose of the 

tactic is usually to pressure the other party (in this case, the Town) into rushing its 

process and not allowing time for a thorough and business-like analysis of the project. 

 

6. We understand that the Board of Education is not endorsing the FOSH project. 
Since the project has an apparent benefit to the hockey teams of the Middle and High 

Schools, we believe taxpayers should be told why the Board of Education has not 

endorsed the project. 

 

7. We have two concerns about the conversion of the former water tower lot into a 

parking lot.  First, the faculty lot that would be used as the arena site has 100 spaces, 

while the replacement lot on the former water tower site would only have 71 spaces.  We 

do not know the implications of that reduction either for High School faculty parking or 

for parking during hockey games.  Second, we have been told that the former water tower 
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lot may have hazardous waste issues. Those issues and how they will be addressed and by 

whom should be discussed and resolved before an MOU is entered into. 

 

 

SPECIFIC RECOMMENDATIONS: 

 

Based on the above concerns, we believe any MOU with FOSH should incorporate the following 

terms: 

 

1. All transactions between the Town and FOSH should be conducted on an arm’s-length 

basis and at market rates. 

 

2. Any long-term lease that the Town enters with FOSH should reflect the current 

assessed land values of the Town land to be leased.  Since the current assessed value of 

the two parcels involved is approximately $300,000, we recommend a lease rate of 

approximately $15,000 for the first year and increasing by inflation annually thereafter.  

The $15,000 initial annual lease rate reflects an approximate return of 5% per year to the 

Town on the land’s assessed value.  (Note that we are not real estate professionals.  We 

recommend that the Town consult with an appropriate, independent professional to 

determine a lease amount that maximizes the amount received for the land to be leased to 

FOSH.)  

 

3. Any long-term lease that the Town enters with FOSH should provide the Town with 

adequate protections in the event FOSH cannot honor its financial or operational 

commitments.   To minimize risk to the taxpayers, the Town should only enter into a 

lease with FOSH after: 

 

a. FOSH has raised and received its entire fund raising goal of $5.5 million, and 

 

b. FOSH has provided the Town with evidence of binding contracts of at least ten 

years in length with the Cape Elizabeth and South Portland school systems 
that will yield a total of at least $80,000 per year in payments for ice time. 

 

4. No routine application, traffic impact or similar fees should be waived for FOSH. 

 

 

We ask the Town Council to consider our concerns and recommendations at the October 1 

Council workshop and in subsequent action on the FOSH MOU.  We would be pleased to 

provide further clarification of any aspect of our position. 

 

 

SMARTaxes Steering Committee: 

 

Susan Hamill, Stephen Hanly, Joanne Mahoney, Annalee Rosenblatt, Robert Rovner, Jonathan 

Tudor, Michael Turek 
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