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Exhibit 1: TIF Frequently Asked Questions



 
 

 

City of Indianapolis 
Tax Increment Financing (TIF)      Frequently Asked Questions 
 
Overview 
Under the principle that “a rising tide lifts all boats”, when implemented well, TIF-supported economic 
development and redevelopment projects benefit all overlapping taxing districts.  The benefits are both: a) 
direct, by improving the property tax and/or income tax base; and b) indirect, by improving the quality of 
life in and around the location of the new investments. 
 
Typically, a TIF-supported project involves the issuance of a bond to generate cash proceeds to entice 
and augment a major private investment being sought.  This debt is then repaid with revenues generated 
from the property taxes applied to the new AV created by the private investment.  In essence, TIF 
enables a local government to capture the new property taxes generated from a new private investment 
to deliver a directed benefit…which is believed necessary to entice the desired investment.  
 
Due to the fundamental design of TIF, with an exception for Housing TIF (HoTIF), it is impossible for the 
creation or expansion of a TIF district to directly reduce the current level of funding for other taxing 
districts.  This is because TIF districts capture only new assessed value (AV), leaving all existing AV for 
the other taxing districts unchanged.  An exception for HoTIFs exists because HoTIFs may capture 
residential AV that existed before the Housing TIF was created. 
 
The use of TIF can help cash-strapped municipalities improve roads, sidewalks, and sewers; create jobs 
by offering incentives to attract new business or help existing businesses expand; and create a positive 
quality of life for the community through beautification projects and the improvement of parks and other 
public amenities. These things can be done through the creation of a TIF District without tapping into 
general funds or raising taxes. 
 
What Is a Tax Increment?  
The “tax increment” is the difference between the amount of property tax revenue generated before TIF 
district designation and the amount of property tax revenue generated after TIF designation. 
Establishment of a TIF does not take away property tax distribution from the taxing units in that district. In 
other words, the school district, library, health and hospital, poor relief, city and county government all 
continue to receive their expected allotment. The TIF increment is the additional tax revenue that is 
generated as a result of new investment in the TIF district. It is this increment that is redirected back into 
the area to be used as incentive for private investment. 
 
What kind of investment? 
TIFs help municipalities attract private development and new businesses to the area. Without TIF 
benefits, a deteriorating area will not improve as business owners and investors do not typically sink 
capital into decaying areas, and in addition, most communities can’t afford needed improvements without 
raising taxes. Investment is enticed to a TIF district by the creation of a public-private partnership 
between the city and an organization or business that is willing to take on financial risk to develop a 
property or project. The city uses funds generated from the tax increment for important things such as 
improved streets and utilities to help defray the expense of costly residential and commercial building 
projects. In the end, the public within the TIF district benefits from public private investment by increased 
property values, new jobs, and a stronger tax base. 
 
How is a TIF district created? 
The creation, expansion and operation of TIF districts are governed by state law (IC 36-7-15.1). The City 
of Indianapolis creates a TIF district through a five-step process. 

1. Initiation. The first step is to determine the project’s feasibility by establishing need, economic 
benefits, financial feasibility, and area eligibility, and consider the relationship to or impact on the 
Marion County Comprehensive Plan and whether or not there public private partnership 



 
 

opportunities available. Finally, it is important to conduct the “But For” test that considers whether 
a development would occur as desired in the designated area but for the incentive being provided 
by TIF. 

2. Formulation. The next step is the creation of a redevelopment or economic development area 
plan. Geographic boundaries must be determined first. For a redevelopment area, the area must 
be found to be deteriorated, aged or obsolete. For an economic development area, there must be 
a finding of significant economic benefit. The plan also considers the projected timeline and costs 
associated with area improvements. Identification of the base assessed value and revenue 
increment and debt financing policies area included in this step. Finally, the plan includes project 
objectives and the expiration date for the TIF district. 

3. Adoption. The adoption phase is done in three stages, all of which involves communication and 
contact with the affected public, Metropolitan Development Commission (MDC) and City County 
Council: 

a. Conduct Public Disclosure – through public forums involving affected areas. 
b. TIF Area Approval – Six steps: MDC Declaratory Resolution; Council committee 

hearing; Council Resolution; Notice of MDC Public Hearing and delivery of Tax Impact 
Statement; MDC Public Hearing and Confirmatory Resolution; Filings with auditor and 
Department of Local Government Finance (DLGF) regarding allocation area creation. 

c. Project/Financing Approval – Public-private sector agreements are drafted; MDC 
Resolution pledging TIF is approved; If bonding is to be issued, approvals by MDC and 
Council are required. 

4. Implementation. There are two stages within this phase: 
a. Manage Projects/Construction – Obtain land; Prepare site; Construction; Post-

construction management. 
b. Manage Project Finances – Issue debt instruments; Authorize receipt and distribution of 

tax increments; Generate tax increment to meet debt service payments. Also, prior to 
each July 15, identify amount of TIF needed in following year’s budget. 

5. Termination. Dissolution of the TIF district involves total assessed value combining the base and 

the increment which now goes back to the underlying taxing units. 

 
What is the “But For” Test?  
For a municipality to establish a TIF district, it must determine that the TIF district, as a whole, would not 
develop or would not develop as desired without the assistance to be provided by TIF. This is what is 
known as the "But For" test and is one of the safeguards to prevent the misuse of TIF funds. When 
considering an area for TIF designation, officials must ask the question “Will the same kind of private 
investment occur here or occur in a desired manner without an incentive?” The answer must be “no” in 
order for a TIF designation to result.  
 
What kind of planning goes into the development of a TIF project area? 
Plans are created through a formal process that is inclusive of all citizens within the proposed TIF district. 
Through several public meetings, citizens are given the opportunity to take an active role to voice their 
opinions on what they believe are essential products and services needed in their community. While not a 
legal requirement, it is the policy of DMD to gather feedback of the area’s stakeholders prior to the 
creation of a Redevelopment or Economic Development and an associated TIF allocation area. Once a 
plan is complete and approved by the MDC and Council, notice of the availability of the plan and the date 
and time of a public hearing before the MDC is published.  
 
What is the difference between a Redevelopment Area and an Economic Development Area? 
The Indiana Code defines a Redevelopment Area as “an area in which normal development and 
occupancy are undesirable because of lack of development; cessation of growth; deterioration of 
improvements; character of occupancy; age; obsolescence; substandard buildings; or other factors that 
impair values or prevent a normal use or development of property.” 
 
The Indiana Code defines an Economic Development Area as an area that will create job opportunities or 
attract or retain business enterprise in a city.  



 
 

 
What can TIF money be used for? 
The guidelines for using revenue generated in a TIF area are set forth in the Indiana Code.  Permitted 
uses include: 
 

 Generally may be used (directly or through bonding) for capital project expenditures in or directly 
serving or benefitting a designated redevelopment area or economic development area  

 For  direct “pay as you go” projects, the MDC may contract for the construction of the project, or 
may fund the project through grants or loans to a “neighborhood development corporation”  

 TIF is commonly used for public infrastructure but may also be used for site acquisition, clearing 
and improvements for projects  

 TIF may be used to reimburse the City for expenditures made by the City for local public 
improvements in or physically connected to the allocation area 

 TIF may be used on a limited basis to reimburse public and private entities for expenses incurred 
in training employees of industrial facilities located in the allocation area  

 TIF may be used to pay the costs of carrying out an “eligible efficiency project,” defined as a 
project necessary or useful to carry out an interlocal cooperation agreement between two 
governmental entities, or a project necessary or useful to the consolidation of local government 
services  

Note: TIF may not be used for operating expenses of the MDC.  

 
What are the City’s criteria for using TIF financing for a project or redevelopment area? 

 Is the project supported by the neighborhood? 

 Is the project supported by the local anchor institutions (employers, hospitals, universities)? 

 Does the project pass the “but for” test? 

 Is the project consistent with the community’s quality of life or similar plan? 

 Does the project generate sufficient increment to support the requested TIF incentive? 

 

What is the difference between TIF and tax abatement? 

TIF is different from property tax abatement because abatements allow a company to forgo paying a 
portion of its property taxes on new capital investment for a certain period of time, which benefits the 
company.  In a TIF district, the company still pays its full taxes but the new tax is reinvested in the TIF 
district which benefits the entire area. TIF is often the preferred economic development tool to jumpstart 
investment in a defined area because it generates future increased revenue and benefits entire 
neighborhoods. Abatement utilizes revenue from existing taxes and benefits private companies.  

What are the ways that creation of a TIF district could have an adverse impact?  
Even though TIF is designed to protect the existing property tax base, there are three (3) circumstances 
under which the other taxing units might not realize a benefit from a TIF-supported investment or have 
their property tax base eroded by the investment.  These circumstances are listed below: 
 
1. Poorly Conceived Project or TIF District. The core principle for use of TIF (and economic 

development incentives in general), is the “but for” test.  The theory is that incentives, such as TIF, 
should only be used if the project would not have happened or not have happened as desired but for 
the incentive. If TIF were used to capture the AV of a major new investment that would have occurred 
organically, then it is fair to say there would be an opportunity cost to all other taxing units.  In this 
case, the AV of new investment would have otherwise supported the general property tax base. 



 
 

Similarly, if the boundaries of a TIF district are poorly designed (i.e. too broad) it is more likely that AV 
growth will be captured that should have remained in the general property tax base. 
 

2. Bad Investment. If a project supported by TIF fails to generate the AV growth expected, then the 
general property tax base may be eroded in order to cover the debt services payments associated 
with the project.  There is a body of law enacted to both: i) protect local government credit ratings; 
and ii) protect municipal bondholders that requires corrective action to be taken in the event that a TIF 
project fails to generate the expected AV growth.  The most common corrective action is to remove 
AV from the general property tax base and allow it to be captured by the TIF district…eroding the 
property tax base for all other taxing units.  
 

3. Unmanaged AV Capture. The most common way that other taxing units might fail to benefit from 
TIF, is if the AV captured by the TIF district is allowed to grow well beyond what is needed to support 
the related economic development and/or redevelopment projects.  In other words, there is a lost 
opportunity for other taxing units if a TIF district captures more AV growth than necessary over time. 
The law provides for a mechanism to manage the AV capture of TIF districts over their life.  Annually, 
the redevelopment commission that authorized a TIF district must review the AV capture and act to 
continue, discontinue, or modify it.  For the City of Indianapolis, the Metropolitan Development 
Commission functions as our local redevelopment commission. Though the law establishes this 
annual review process, the actual execution and related policies remain important to determining how 
effectively the AV capture is managed for TIF districts. 

Is there an “opportunity cost” to taxing units from the creation of a TIF district? 

As explained above, there are circumstances when TIF activity could be reasonably cited as adversely 
impacting the property tax base for other taxing units.  However, in most cases even the adverse effects 
are not a direct reduction of the general tax base.  Rather, more often, the adverse effect is a slowing of 
the base AV growth.  When AV that could have been released to the general tax base is captured by a 
TIF district, there is an opportunity cost for the other taxing units. 

Unfortunately, even understanding this opportunity cost impact is not simple and straight forward.  The 
most confusing aspect of understanding the relationship between TIF activity and other taxing units is the 
fact that the revenue generated for a TIF district by capturing AV is NOT equal to the revenue that would 
be realized by the other taxing units if the same AV were released to the general tax base.  In Marion 
County, under the current property tax environment, $100 of AV captured in a TIF district might generate 
$3 of tax revenue.  The same $100 of AV, if released to the general tax base, might generate only $1 of 
additional tax revenue for all other taxing units combined. 

Without delving too deep into the mechanics of property tax controls in Indiana, the main reason for this 
revenue differential for AV inside versus outside a TIF district is that the vast majority of local government 
property tax funds are “levy controlled”.  What this means is that an increase in the base AV does not 
translate into an equivalent increase in the tax revenue for these local government funds.  Instead, these 
funds have a revenue maximum (aka maximum levy) set by State law.  Thus, adding AV to the tax base 
for these property tax funds causes the tax rate to be reduced.  Thus, for all parcels with a current tax 
liability below the property tax cap, their property tax bill is reduced.  The other taxing units realize a loss 
in revenue from those parcels which largely offsets the revenue gain attributable to the AV added to the 
general tax base.   

  



 
 

Who controls TIF funds? 
The Metropolitan Development Corporation (MDC) controls the allocation and disbursement of funds 
within the TIF allocation area. Funds are disbursed per the improvement needs as defined by the 
redevelopment plan.  If the MDC desires to use TIF to pay bonds or lease payments, the bonds or leases 
must be approved by the City County Council.  
 
How can the City use TIF increment outside its district? 
According to the Indiana Statute, increment can be used outside of the TIF district for projects that directly 
serve or benefit the TIF district. In other words, if a project is eligible for TIF funds, it must first be proven 
that the result will benefit or enhance the TIF district in some way. An example of this is the use of TIF 
funds to supplement the financing structure for the Bush Stadium redevelopment project. Located on the 
edge of the Consolidated TIF, Bush Stadium’s redevelopment as affordable and market rate housing will 
spur additional private investment into the area resulting in job creation and neighborhood amenities. The 
MDC must approve the allocation of TIF funds in this way before it can be committed. 
 
What is the difference between a TIF revenue bond and direct funding from the TIF? 
Considering how a project will be funded depends on to what extent TIF funds should be used. For 
example, for larger projects, the City or the MDC may issue a TIF revenue bond to fund the entire project 
or provide gap financing for a complicated financing structure that includes other economic development 
tools. In the case of the CityWay project which had a total investment of $155 million, public funds were 
contributed by the City and the State as well as private investment from the developer and other project 
stakeholders.  The debt issued by the Bond Bank and loaned to the developer will be paid in part from the 
tax increment that will be generated from the total investment over the life of the bonds. Even then, the 
calculation to determine the amount to be issued is primarily based on what the new increment as a result 
of the project will bear. There are other times when the stand alone TIF is not enough to make a project 
work. As a result, TIF increment from another allocation area may be considered as part of the deal 
structure. 
 
Usually when a project is directly funded by the TIF increment, it is a smaller amount and is funded 
directly to avoid issuance of long term debt. Direct funding works when the increment has produced 
sufficient funds for on-going improvements (façade grants, infrastructure, beautification projects, etc.)  
 
What is the maximum life of a TIF district?  
Under current law, the maximum life of a TIF district is 25 years from the day debt is issued; however, it 
can be shorter if the municipality determines that a shorter period is more appropriate. The municipality 
has the ability throughout the life of the TIF district to terminate the district at any time, subject to any 
contractual obligations that may exist and as long as debt no longer exists relative to the specific TIF 
increment.  TIF areas created before 1995 may not have a stated expiration date. 
 
What does it mean to expire a dormant TIF district?  
When the tax increment generated from new development within a TIF district has been used to pay off 
debt issued for the new development, it may be time to consider retiring the district and returning all 
increment back into the base. Prior to this action, it is necessary to consider whether or not it would be 
necessary to conduct any future development within the district. In the case of the 96

th
 Street TIF district, 

all debt has been repaid and the City passes the increment back into the taxing units. This is called “pass 
through.” The TIF district remains open because the opportunity cost to retire is too great if the area is 
retired, all opportunity to capture existing incremental assessed value will be lost forever. The taxing units 
receive the same amount of AV through the pass through as they would if the 96

th
 Street TIF was 

dissolved. 
 
What exactly is “pass through” and how does this work? 
This is the act of passing increment not being used back into the tax base to be used by the various 
taxing units. Each year, the MDC makes a determination of how much incremental AV is required for 
current and future debt service and project incentives, and reports this to the taxing units by July 15 of 
each year. Dormant TIFs pass through approximately $720 million in AV while active TIFs pass through 



 
 

approximately $177 million. The decision not to collect Consolidated Allocation Area personal property 
TIF replacement reverts approximately $350 million of AV back into the tax base. 
 
Does TIF divert money from schools or other overlapping taxing units? 
No money is diverted from schools or other taxing units. All units continue to receive all of the base tax 
revenue they were entitled to before the creation of the TIF district. Establishment of a TIF district will not 
take anything away but rather generate new increment that eventually will be directed back as “pass 
through” into the tax rolls when the increment is no longer needed to meet obligations, whether these are 
pay-as-you-go capital items or debt service payments. It is important to remember that property tax 
revenue generated from private development attracted by a TIF designation is truly “new” money. Without 
TIF, development wouldn’t occur or wouldn’t occur as desired and the tax increment wouldn’t be 
produced. Not only would new tax money not be generated but also the area itself would remain 
economically stagnant. If the tax increment is diverted to schools and other taxing units before 
redevelopment is complete, it can’t be used for financing on-going improvements and incentives. 
Therefore, private investment would dry up and less increment will be made available to the taxing units 
in the end. 
 
Will the creation of a TIF District change zoning?  
No, TIF District creation does not rezone property.  Any rezoning requires a public hearing and follows the 
City’s rezoning procedure. 

Will the City acquire privately owned real estate through the use of eminent domain?   

No, the City does not propose to acquire any real estate through the use of eminent domain. 

How does TIF affect property owners in or near the TIF district? 

Property owners benefit from a successful TIF district in several ways.  
1. Property values are generally stabilized or improved, which can create a “spill over” benefit for 

adjacent neighborhoods. Property taxes will only increase if the value of their property increases. 
In the current economy where property values continue to depreciate, owners will likely welcome 
their property’s appreciation. 

2. When the value of property goes up, that AV increase goes directly into the base, not the 
increment creating more taxes for the taxing units. 

3. Public improvements in their neighborhood have been made to water, sewer, streets, sidewalks, 
and parks through other funding sources and not through an increase in their property taxes. 

4.  An increase in business activity means less that homeowners will have to pay for essential 
services such as police, fire, and street repair.  

5. Property owners benefit from market-driven amenities such as restaurants, grocery stores, and 
other essential services that are drawn to an area with the demographics to support their 
investment. 

 
Will property owners within a TIF district be receiving a “tax break”? 
No. Property owners will continue to pay the amount of property taxes that is due from them and that they 
are required to pay. As mentioned above, property owners could see an increase in the value of their 
properties, which may result due to improved neighborhood conditions and amenities. Increased property 
values mean more AV that goes directly to the base (as opposed to the increment) which could result in 
taxes remaining the same or being reduced. The recent implementation of property tax caps by the State 
implies that this is important to taxpayers.   
 
  



 
 

The Life Span of a TIF 
Below is a graphic depiction of a TIF’s performance throughout its life. When an area becomes a TIF 
district, the base assessed value is the total amount of property tax revenue that exists prior to the 
creation of the TIF. This is the amount that continues to flow to all of the taxing units throughout the life of 
the TIF. 
 
As private investment contributes to new development and revitalization, the increment derived over the 
base amount is used for on-going infrastructure improvements and economic development incentives 
until the area is completely redeveloped. The chart shows this as Increased AV from Development over 
the life span of the TIF. 
 
Once the redevelopment project is complete and all debt, if any, has been repaid, the TIF can be retired 
and all base AV plus the New Post-Project AV belongs to all taxing units in the project area. It is in the 
best interest of a community to stay the course and finish redevelopment in a timely manner. As a result, 
the public benefits not only from revitalization and improved neighborhood amenities, but also all relevant 
taxing units can realize monetary benefits much sooner. 
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City of Indianapolis TIF Funded Projects 

Job creation, community revitalization, and new growth to the tax base are three reasons why projects 
are considered for the use of TIF financing alternatives. Since its creation, the Consolidated TIF has 
grown, producing sufficient increment to serve existing debt and to provide additional money for new 
projects without incurring long term debt. Other projects like the Harding Street, 96

th
 Street and UNWA 

projects created infrastructure necessary to support future revitalization and development. The projects 
listed below are catalytic projects within TIF districts that have been financed through either TIF revenue 
bonds or from direct funding through Consolidated TIF revenue. The first project on the list – Circle 
Centre Mall – is a prime example of a catalytic urban renewal project bringing private investment back 
into downtown Indianapolis.  

 

Circle Centre Mall, 1986 - 1992                 $293 million (direct TIF bonds) 

Downtown Indianapolis was once a place of vacant storefronts and limited entertainment. Today, it’s a 
tourism hotspot for Indiana natives and visitors. The development of Circle Centre Mall was the spark for 
change, becoming the centerpiece for Downtown revitalization.  

More than 15 years after it was first proposed, and six years after construction began, Circle Centre Mall 
opened to the public on Sept. 8, 1995. In 1983, the MDC adopted a resolution designating the 10-block 
western section of the downtown business zone as a redevelopment district, which allowed the use of TIF 
bonds for financing toward the project. The Mall, which created more than 2,000 jobs, covers more than 
four city blocks and contains 1.4 million square feet of retail space, restaurants, nightclubs and 
underground parking. Unique to this project is the integration of 19 historic buildings. 

Today, seven hotels connect to Circle Centre Mall via covered skywalks including the Omni Severin 
Hotel, Canterbury Hotel, The Conrad, Embassy Suites, Hyatt Regency, Marriott, Westin, and JW Marriott. 
More importantly, Circle Centre Mall is the downtown anchor for the Convention Center, Lucas Oil 
Stadium, Banker’s Life Fieldhouse, Victory Field, White River State Park and numerous other downtown 
destinations. 

 

Harding Street, 1991                $39 million 

Significant infrastructure improvements were made along primary travel corridors in conjunction with Eli 
Lilly and Company’s on-going downtown expansion. Starting in 1991, the City made investments to 
improve streets and sewers including the widening of Harding Street into a divided, six-lane street and the 
widening of Morris Street into a divided, four-lane street. Storm sewers were installed along the improved 
streets and a new sanitary sewer line was installed under Harding Street. There was repair and upgrade 
of existing sanitary sewer lines along Harding Street as well. 



 
 

Dow Agro Sciences Project, 1991 & 2010             $20 million 

In the early 1980’s, Dow Chemical and Eli Lilly Company partnered to create Dow Elanco, a joint venture 
that combined agricultural sciences and animal health research initiatives. Located in the far northwestern 
corner of Marion County, Dow Elanco’s current and future growth was supported by the city’s creation of 
the Dow Elanco Redevelopment Area TIF District. In 1991, the City used TIF funds for infrastructure that 
allowed Dow to locate its headquarters at this site. In 2006, those bonds were paid off and the increment 
resulting from the initial investment now goes to the base. 

In the 1990’s, Dow and Lilly’s decision to split the company into two separate divisions resulted in Lilly 
taking Elanco and Dow forming Dow Agro Sciences. At the time, Dow was already adding employees – 
so much that employees were working in hallways because no office space was available. The TIF 
allowed the city to help support Dow’s growth by expanding its Corporate headquarters, Research and 
Development Campus. When Dow first looked at their options – stay and expand or relocate out of the 
county – the TIF district status was one of the primary reasons they chose to stay in Marion County, 
keeping 1,031 jobs and created 677 more jobs. In accordance with their project agreement with the City, 
Dow Agro Sciences expects to invest up to $300 million through the end of 2016, and to increase its 
employee count up to 1,700 jobs. 

 

96
th

 Street, 1996                $10 million 

The 96
th
 Street Economic Development Area is located in the northeastern part of Marion County with 

approximately half of its area in Washington Township and the other half in Lawrence Township. During 
the 1980s and early 1990’s, the area’s growth in new housing and commercial development placing 
added burden on older infrastructure.  As a result, a new bridge was planned on 96th street on the White 
River on the border of Marion and Hamilton Counties. In addition, 96th Street was scheduled to be 
significantly widened between Lake Shore Drive and Corporation Drive. The total cost of these projects 
was $22.2 million, which was shared between four governmental authorities - the City of Indianapolis, 
Hamilton County, the City of Carmel, and the Town of Fishers. The City of Indianapolis contributed $10 
million through a TIF revenue bond, which has since been served. This example presents another 
example of how TIF can be used in lieu of an increase in property tax for infrastructure improvements. 

 

RW Armstrong Corporate Offices/Union Station, 2003              $625,000 

When RW Armstrong, an Indianapolis-based engineering firm, decided to relocate its corporate 
headquarters into the mostly vacant Union Station in downtown Indianapolis, the City helped defray the 
cost of extensive renovations through a direct contribution from the Consolidated TIF.  



 
 

Simon Property Group , 2004             $46,185,000 

When Simon Property Group’s lease in the National City Bank Building was nearing its end, there was 
concern that the company’s downtown presence might be nearing an end as well when Simon executives 
began looking to relocate to Carmel. With the Simons’ involvement through investment, management and 
marketing of the Circle Centre Mall and the Indiana Pacers, it was important that the City do something to 
keep one of its prominent corporate citizens downtown. As a result, the City offered incentives backed by 
the Consolidated TIF District and issued bonds for construction of Simon Property Group’s fourteen story 
world headquarters located at 225 West Washington Street. Simon Property Group employs more than 
5,000 employees worldwide, but more importantly, hundreds of jobs stayed in downtown Indianapolis. 

 

Barrington Project, 2005              $2.5 million 

The Barrington Housing TIF (HoTIF) Area was formerly a public housing neighborhood near Raymond 
Street on the south side of Indianapolis, which required extensive infrastructure as part of its 
redevelopment by the Indiana Housing Authority. A HoTIF was created to help fund the construction of 
streets and utilities to support the development plan which called for 52 single family homes and 165 
apartments. All 165 apartments have been built and of the 52 homes, eight have been built with two just 
beginning construction. Current housing market conditions have slowed the demand but the IHA remains 
optimistic that all 52 homes will be built and sold. 

 

Fall Creek HoTIF (All Phases), 2005              $11 million 

At the time of its creation in 1991, the TIF district along Fall Creek contained a record high number of 
vacant lots. Eighty percent of the buildings had either been burned down by arson or torn down in the 
60’s leaving an eyesore detrimental to any future redevelopment in the area. The TIF funded new water 
and sewer taps and helped install street lights, alleyways, and other infrastructure to promote housing 
development in an area that was experiencing urban decay. Today, in spite of a slower housing market, 
Fall Creek homes have seen resurgence in consumer interest with investment going into new 
construction and rehabilitation. 

 

Near Eastside HoTIF Project, 2006 - 2010                        $7.2 million 

In 2005, the Near Eastside Collaborative Taskforce was the driver behind the city’s creation of the Near 
Eastside Redevelopment Area and the Housing Tax Increment Financing (HoTIF) district. The 
neighborhood includes more than 900 parcels and is approximately 150 acres in size. Based on recent 
inventories, the neighborhood includes more than 150 vacant and abandoned homes and more than 100 
vacant lots. The City’s investment went into street and utility infrastructure improvements and alley clean 
up in the Saint Clair Place neighborhood. Today, a Comprehensive Revitalization Plan for the Saint Clair 
Place neighborhood calls for 500 – 600 new and rehabilitated housing units. The Saint Clair Place 
Housing Construction and Rehabilitation “Pattern Book” promotes “green” development, marketing homes 
to diverse income levels, respecting the area’s history, and rehabilitating existing homes.



 
 

Glendale Mall, 2007               $5.7 million 

In the 1980’s, Glendale Mall was a thriving indoor mall anchored by one of the best L.S. Ayres 
department stores in the region and a two story B. Dalton bookstore among many other stores. When 
L.S. Ayres pulled out and B. Dalton downsized, the departure of other stores followed leaving the mall 
depressed and ripe for blight. To spur redevelopment in the Keystone Avenue area, the City established a 
TIF district which included Glendale Mall and parcels to the east in the 1990s. Kite Development 
purchased the mall and managed its redevelopment into Glendale Town Center, bringing back a vibrant 
retail presence. 

The City partnered with Kite to help finance the project which today includes a Target, Macy’s, Lowe’s, 
Glendale Library, Landmark Theater and outlots for Panera Bread, O’Charley’s, and CVS. As a result, 
more than 60,000 people per month visit Glendale Town Center to watch movies, shop, and attend 
community services such as doctor appointments, classes and events. More than 200 jobs were added. 

 

Purdue Research Foundation Park at Ameriplex Business Park, 2007        $5.2 million 

In an effort to bring more intellectual capital to Indianapolis, the City worked with Holladay Properties, 
developer of Ameriplex Business Park near the Indianapolis International Airport to create an Airport 
Industrial Economic Development Area to guide all future development. Several companies have located 
their corporate headquarters in the Park and in 2009 Purdue Research Foundation invested in Purdue 
Research Park, an area that focuses on life sciences, homeland security, engineering, advanced 
manufacturing and information technology.  Purdue Technology Center for Indianapolis was the first to be 
completed on 3.87 acres within the Park. The Center includes 55,000 square feet of office and lab 
building construction and more than 201 parking spaces. Total investment was $12,997,000. It is 
anticipated that this business park development will increase to an overall assessed value by at least of 
$76,000,000. 

 

JW Marriott Hotel, 2007 – 2008                                                 $59,450,000 

One of the conditions of being awarded an Indianapolis-based Super Bowl was the availability of 
overnight rooms for the inevitable large number of visitors to the City. The new JW Marriott Indianapolis 
opened in 2011 and is the largest JW Marriott hotel in the world based on its 1,005 guest room count. At 
34 floors, the hotel construction created more than 400 constructions jobs and more than 1,000 
permanent jobs. The return on the city’s investment in the hotel was significant with the tremendous 
success of the 2012 Super Bowl’s investment in the Indianapolis economy and in community revitalization 
that was the Super Bowl Legacy project.   

  

UNWA, 2010                $567,091 (TIF Direct), $1,524,094 (DPW) 

The United North West Area Redevelopment area and allocation area were designated as a TIF district in 
1995 in conjunction with the River’s Edge project, which was comprised of new single-family and 
condominium residential project at West 30

th
 Street and White River Parkway. The TIF allocation area 

has slowly acquired funds over several years. The City has worked closely with the neighborhood 
organizations and stakeholders to develop an improvement plan for the area. The first priority was 
determined to be Martin Luther King, Jr. Street, where traffic calming, sidewalks, crosswalks, bus 
shelters, landscaping and gateway signage were coordinated with DPW plans for street improvements. 
Several storefronts on the Street have been upgraded, and a small new retail/restaurant strip center has 
opened. Other new and rehabbed projects are in the planning stages, and 195 vacant lots were 
purchased for future development.     



 
 

 

City Way Project, 2011                $86 million (indirect) $9 million (direct) 

Since 1876, Eli Lilly and Company’s investment in the Indianapolis community has been immense 
through the creation of thousands of jobs, extensive capital investments and philanthropic endeavors. 
Property on the north side of Lilly that’s been called a “no man’s land” is being redeveloped as a mixed 
use development, serving Lilly, Wellpoint/Anthem, and Indiana Farm Bureau’s employees and clients and 
connecting these three major employers to the central downtown area. City Way will also serve the 
Indianapolis community by revitalizing the area and creating another downtown destination. A public 
private partnership between the City, Eli Lilly, Buckingham Properties, YMCA and the State of Indiana, 
City Way represents nearly 600,000 square feet of new construction on ten acres. Plans include a 152 
room boutique hotel adding to the City’s growing inventory of lodging to accommodate more “super sized” 
events. The hotel will also include an 18,000 square foot conference center. Approximately 320 high end 
apartments offer more downtown living options. The project will also feature 40,000 square feet of 
restaurant and retail space and a 27,000 square foot state of the art YMCA. Overall, City Way is expected 
to create up to 2,800 new jobs and significantly improve an area that is a gateway to some of the City’s 
largest employers, Fountain Square and Fletcher Place. In addition, the City Way project was vital in 
attracting Rolls Royce Corporation to relocate to the vacated Faris campus. 

 

 Ertel Manufacturing, 2007                 $5 million 

An IBJ article called the Martindale Industrial Redevelopment Area an industrial graveyard adding that the 
area contained 70 of the city’s 500 abandoned commercial and industrial sites and the “greatest 
concentration of brownfields in the city.” The city created a TIF district for the area and worked with the 
EPA and IDEM in obtaining necessary funding for extensive clean up and redevelopment. The former 
Ertel Manufacturing building was one of the first contaminated sites to be remediated resulting in one of 
the success stories for the area. Established in 1949, Major Tool and Machine has made an investment of 
more than $20 million in the redevelopment of the Ertel site for their corporate expansion including the 
construction of a new manufacturing facility which added more than 50 jobs and retained 270 existing 
ones.  

 

Canal Reimbursement , 2009 

The canal reimbursement is for property management of the ongoing operations of the downtown canal. 
 It also includes the design and re-construction of the Ohio Street Basin area of the canal which included 
replacement of crumbling concrete steps, sidewalks, coping and replacement of rusted and unsafe 
handrails in the pedestrian areas. 

 

Angie’s List, 2011               $7.1 million 

In 2009, Angie Hicks’ growing business with 500 employees on the east side of Indianapolis had the real 
estate community and municipalities in hot pursuit offering deals and incentives in order to get Angie’s 
List to relocate. The City contributed $7.1 million for infrastructure and neighborhood improvements by 
combining TIF funds, tax credits and RebuildIndy funds which allowed Angie’s list to grow in place adding 
up to 500 more jobs by 2015 and helping to revitalize East Washington Street corridor. The company’s 
relocation from Broad Ripple in 2001 had already acted as a catalyst for the revitalization of this area 
which had become run down with property vacancies. 

 

Arts Garden PNC Connector, 2011                 $600,000 



 
 

Bush Stadium, 2011               $3.5 million 

According to the Historic Landmarks Foundation, the former home of the Indianapolis Indians was 
consistently on the list of the top ten most endangered buildings in the State of Indiana. That’s partly why 
when a proposal to redevelop Bush Stadium as apartments and mixed use while keeping the historic 
façade intact came into consideration, the City felt important to support it. $3.5 million from the 
Consolidated TIF was allocated to the project which is planned for two phases – the renovation of the 
1931 historic structure and new construction of additional buildings to the rear of the parcel. Since the 
renovation will positively impact the TIF by supporting new housing options, retail spending, and support 
further commercial development of 16 Tech, the funding was approved by the MDC. The project is 
expected to generate up to $406,000 in new property taxes per year. 

 

City Market Renovation & YMCA Bike Hub, 2011           $3.5 million 

The MDC approved $3,500,000 for the renovation of the existing City Market. This amount paid for the 
professional design services, actual construction, tenant relocation, and other expenses in restoring the 
original Market House. In addition this amount paid for expenses involved in converting the east wing into 
the Indy Bike Hub/ YMCA. 

 

Georgia Street, 2011 

The TIF funding was combined with City of Indianapolis PILOT funds, State, and Federal funding to 
design, construct and inspect the Georgia Street project.  The project consisted of changing the cross 
section of Georgia Street from a six lane section with a 10’ sidewalk on each side (4 driving lanes and two 
parking lanes) to a two traffic lane with boardwalk median, flanked by 15’ sidewalks on each side, 
curbless cross section.  The entire corridor was transformed to a pedestrian friendly event space with the 
additional sidewalks, boardwalk, decorative crosswalks, and pedestrian signal indications.  There were 
event level electricity, water, and sewer connections added to each of the Catenary pole foundations, as 
well as, lantern lighting and roman shades to enhance the pedestrian experience on the boardwalk. 

The boardwalk sits on top of an infiltration trench that collects all of the storm water runoff that previously 
was directed into the Cities combined sewer overflow, thus creating a overall negative impact onto the 
system.  In addition to this green infrastructure, there were over 40 trees planted along the corridor with 
native surface vegetation, bike racks installed along all three blocks and two electric car charging stations 
in the center block.   

 

  



 
 

 

Direct Funded  

Year Project 

2003 RW Armstrong Corporate Headquarters-Union Station build out 
 

2009 Canal Property Management & Ohio Street Basin (Reimbursement) 
 

2010 UNWA – Martin Luther King Jr. Street infrastructure  
Arts Garden PNC Connector 
City Market Renovation & YMCA Bike Hub 

2011 Angie’s List Expansion 
Bush Stadium Apartments/Mixed Use 
Georgia Street Project 
 

Bond Funded  

1986 - 1992 Circle Centre Mall 
 

1991 Harding Street Infrastructure Improvements 
Dow Agro Sciences Infrastructure 
United Airlines Maintenance Hub 
 

1996 96
th
 Street (Castleton) Infrastructure 

 

1999 Anthem Building & Garage/Improvements 
 

2004 Simon Property Group Headquarters 
 

2005 Barrington HoTIF Infrastructure 
Fall Creek HoTIF Infrastructure (All phases) 
 

2006 Near Eastside HoTIF Infrastructure 
 

2007 Ertel Manufacturing Site Demolition & Remediation 
Glendale Mall 
Purdue Research Foundation Park at Ameriplex Business Park 
 

2008 JW Marriott Hotel 
 

2010 Dow Agro Sciences Expansion 
AIT Laboratories 
 

2011 City Way Project 
Comlux 
IU Health Neuroscience Center 
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Overview and Highlights of HEA 1001, property tax relief and protection 
 
On March 14, 2008, the Indiana General Assembly overwhelmingly passed HB 1001, a 
bipartisan plan to provide property tax relief and permanent protection against future 
property tax increases. The plan is an historic win for Hoosier taxpayers. Property taxes 
will be cut significantly, and caps on future growth provide permanent protection for 
homeowners and business. When caps are fully in place, the plan delivers $1.72 in tax 
cuts for each $1 of revenue raised by a one penny sales tax increase.  
 
As Governor Daniels noted, HEA 1001 ushers in a “new era of taxpayer protection” in 
Indiana.  “No longer will taxpayers be asked to adjust their tax bills to government’s 
appetite.  Instead, government will now need to adjust its spending to what taxpayers can 
reasonably afford.” 
 
Thanks to HEA 1001, Hoosiers will have some of the lowest property taxes in the 
country – in the bottom 10 states – and among the very strongest protections against 
future tax increases. “This is a huge step toward making Indiana the best place in 
America to own a home or business,” said Daniels.      
 
Key elements of HEA 1001 
 
The plan adopted by the General Assembly meets all four of the key elements laid out by 
Governor Daniels as essential to providing meaningful and lasting property tax reform in 
Indiana. 
 

1.  Immediate Relief 
 

a.   Homeowners will see an average tax cut of more than 30 percent in 2008 vs. 
2007 bills  

b.   2008 homeowner relief increased by $620 million - the total expected 
collection from the sales tax increase - bringing the 2008 total homeowner 
relief to $870 million  

 
2.   Permanent Protection 
 

a.   The plan caps homeowner property taxes at 1 percent of a home’s assessed 
value starting in 2010. (In 2009, the cap will be 1.5 percent) 

b.   The plan caps property taxes for apartments and agricultural land at 2 percent of 
assessed value in 2010 (In 2009, the caps will be 2.5 percent) 

c.   The plan caps business property taxes at 3 percent of assessed value in 2010 (In 
2009, the cap will be 3.5 percent)  

d.   When caps are fully in place, the plan delivers $1.72 in tax cuts for each $1 of 
new sales tax. 

e.   This plan takes the first step toward placing the caps in the Indiana Constitution. 
Taxpayers will get a chance to approve the caps in the November, 2010 general 
election only if lawmakers approve them again next year. 



f.   State takes over about $3 billion of costs that were previously on local property 
tax rolls:  
i. The remaining 15 percent of school operating costs 
ii.   Child welfare levies 
iii. Costs of juvenile incarceration in state facilities 
iv.  State fair and forestry levies 
v.   Health care for the indigent 
vi.  Pre-school special education levies 
vii. Costs of police and fire pensions 

g.   The state will pay for these costs with revenue raised by increasing the sales tax 
from 6 percent to 7 percent, existing gaming revenue, and redirecting state sales 
tax currently used to subsidize local spending. 

 
3.  Limits on local government spending 
 

a.  Referenda required for new school and local government capital projects. 
i.  For elementary and middle school projects over $10 million 
ii. For high school projects over $20 million 
iii. For local government projects over $12 million or 1 percent of assessed 

value 
b.   Eliminates loopholes on levy appeals that previously enabled local governments 

to spend more than budgeted 
c.  County Council oversight of non-elected board budgets 
 

4.  Improved accuracy and fairness in assessment of property value 
 
  a.  Reduces the total number of assessors from 1,100 to 92 county assessors and 42 

township assessors, an 88 percent reduction. 
b.  Requires referendums this November in townships with more than 15,000 

parcels to determine if township assessor duties should be transferred to the 
county 

c.   Increased requirements for assessor certification that will mean more equity, 
uniformity and fairness. 

d.   A process in place to remove an assessor who does not meet performance 
expectations. 

e.   Stronger state oversight with the Department of Local Government Finance 
required to be party to any vendor contract  

       
5.  Other Elements of HEA 1001 
 

a.   Provides transition period to ease the impact of the property tax caps on local 
government 

b.   Provides special accommodations for Lake and St. Joseph counties, due to their 
high property tax rates and heavy reliance on property taxes to fund local 
government services 



c.   Provides $120 million for schools in 2009 and 2010 to reduce the impact of the 
tax caps 

d.   Increases school “rainy day” fund to ensure adequate funding is available in the 
event of an economic downturn 

e.   Limits property tax bill increases to no more than 2 percent annually for seniors 
who make less than $30,000 annually (single) or less than $40,000 (joint), if the 
assessed value of their homes is $160,000 or less. 

f.    Increases renters deduction from $2,500 to $3,000.  
g.   Increases earned income tax credit for lower-income Hoosiers from 6 percent to 

9 percent.  
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Criteria | Governments | U.S. Public Finance:

Special-Purpose Districts
(The following replaces criteria published on Oct. 16, 2006.)

Tax Increment Bonds

Tax increment financing, sometimes called tax allocation bonds, has been issued in a majority of states, although

California redevelopment agencies continue to account for the bulk of national volume. Tax increment financing is

secured by taxes generated from the increase in property value in a district after a redevelopment project has begun.

As such, it does not raise the tax rate on district taxpayers, but merely reallocates tax revenues that would otherwise

flow to pre-existing taxing entities in favor of a redevelopment agency that issues debt. Tax revenues produced from

pre-existing property before the tax increment district was formed continue to flow through to the underlying taxing

entities as before; only the taxes attributable to the increase in property values flow to the redevelopment agency and

are pledged to bondholders.

Tax increment bonds benefit from several favorable structural elements compared to other special district debt.

Unlike special assessment and Mello-Roos bonds, no additional tax burden is created for taxpayers, and tax

collection rates are generally less of a concern, unless project area tax payments are concentrated in a few taxpayers.

In addition, while undeveloped land in a special assessment or Mello-Roos district can lead to high debt burdens,

undeveloped land in a tax increment district is generally a favorable factor, since tax revenue will increase to the

extent new development occurs and taxable property values grow. In contrast, revenues do not increase for special

assessment or Mello-Roos debt when property values rise because those taxes are not based on land value, although

development may lead to more favorable value to debt ratios.

The main credit risk for tax increment districts is that tax rates and the pace of private development in a project area

lie outside the control of the redevelopment agency issuing the debt. Actual tax rates generating the tax are set by

the underlying taxing entities?cities, counties, school, park districts, and others--that set their tax rates without

consideration of the needs of the redevelopment agency. Changes in state tax law, or assessment practices, can

dramatically influence tax increment revenue.

Tax increment district bond pitfalls

A typical investment-grade tax increment district already generates sufficient revenues to cover future maximum

annual debt service (MADS) at the time of the sale of bonds, a feature sometimes called "coverage in the ground".

However, the experience of southern California during the 1990s shows that many different factors can

subsequently reduce tax increment revenues. Some of the common pitfalls of these bonds include volatility in

commercial real estate values during an economic downturn, particularly for warehouses and hotel properties,

widespread tax appeals that can overwhelm county assessment offices, a residential real estate bust, construction

risk on projected projects, state tax law changes, plant closures, concentration in a few taxpayers, purchase or

foreclosure of land by tax exempt entities, and a high tax increment volatility ratio for recently formed project areas.
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Project area analysis

Standard & Poor's Ratings Services analysis focuses first on general economic factors that may affect the economic

growth of the project area, such as a municipality's population, employment, and income level. Building permits

may indicate overall city construction trends. Nonetheless, the general character of a city is not necessarily a

barometer of the conditions within a localized project area. In this respect, a site visit may help give credence to

rapidly improving economic conditions that are not reflected in assessed valuation numbers. One way to get a

description of a new project area is to read the redevelopment agency's plan, which outlines prior economic

conditions and project objectives.

Taxpayer concentration

One weakness of many project areas is their small size, leading to taxpayer concentration. Standard & Poor's has no

size limit on investment-grade rated project areas. Generally, smaller districts will have weaker credit characteristics

and, thus, lower ratings. A larger project area, generally one of over 150 acres, is usually more diverse and more

creditworthy. Standard & Poor's analyzes taxpayer concentration by comparing assessed valuation of the top

taxpayers to project area incremental value?not project area total value?because revenues rise or fall based on

incremental valuation. It is not uncommon to see each of the top taxpayers representing more than 100% of

incremental project area valuation in newly formed project areas, even though top taxpayers may appear deceptively

diverse when compared to total project area assessed valuation.

Generally, Standard & Poor's requests the assessed valuations of the top 10 taxpayers. It is typical for 40% or more

of the incremental tax base to be held by the top five taxpayers, based on the relatively small size of most project

areas. Taxpayers may also not appear overly concentrated when considered individually, yet they may still comprise

just one shopping mall or condominium development. Market factors can swing the value of such shops and homes

together as a result of their common location and function, apart from fire or natural hazard risks of adjacent

buildings. Districts concentrated in a particular type of property, such as aircraft or computer equipment capable of

being moved to other locations, may also have other vulnerabilities, even if they are diverse by taxpayer. If payment

of debt service is essentially dependent on just a few taxpayers making their tax payments, it may be difficult to

achieve an investment-grade rating unless those taxpayers demonstrate creditworthiness, and the property is
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essential to its operations. Even in the case of a rated taxpayer, however, the property should be highly essential to

the taxpayer to get the benefit of the credit rating assigned to the taxpayer. An example would be an important

generating plant of a rated investor owned utility.

Assessment practices that may at first appear to "guarantee" tax collections have been shown through experience to

not always be reliable. A financially strong company can still remit smaller-than-expected tax payments by

appealing its assessment (which can take three years or longer to resolve), not rebuilding after a fire, or delaying

initial construction. Taxpayer bankruptcy proceedings can also temporarily forestall legal foreclosure or tax

assessment sales, since federal bankruptcy law supercedes local law.

Historical assessed valuation growth

Standard & Poor's prefers to examine at least four years of project area assessed values, when available. One of the

virtues of tax allocation bonds is the typically high growth rate of assessed valuation within most new project areas.

However, a recent base year may cause deceptive percentage rises in incremental assessed valuation because of the

comparison to small early-year incremental values (see the tax volatility ratio chart). Total project area assessed

valuation may be a more meaningful indicator of growth trends. In a few states, fire, demolition, or conversion to

tax-exempt property may be used to decrease the frozen base assessment?increasing incremental assessed

value?without new construction.

Future assessment growth

An important indicator of future assessment growth is the acreage available for new development. A fully developed

area, with no redevelopment potential, effectively limits the possibility of assessed valuation growth. However,

project areas with large undeveloped land areas are not assured of attaining growth. Construction strikes, changes in

market conditions, or higher interest rates can suddenly cancel or delay even the most promising development.

Construction risk, when present, is such a risk factor that most investment grade-rated tax allocation bonds already

demonstrate coverage of maximum annual debt service by historical tax revenues (Standard & Poor's will consider

next year's tax levy an "historical" revenue if it is based on the current assessor's assessment roll and the current tax

levy), although exceptions have been made when debt service could be covered with only limited amount of future

growth that seems especially likely. Historical coverage of debt service alone, however, does not necessarily

guarantee an investment-grade rating.

Management

Policy control of a redevelopment agency usually lies in a city council, with an executive director responsible for

implementation. The agency holds broad authority to acquire, develop, and administer property, as well as eminent

domain powers. Often a major portion of tax allocation bond proceeds is used to acquire and consolidate parcels of

land. Questions for management may encompass additional debt plans, unusual features of the redevelopment plan,

and the land use breakdown when the plan is completed.

Legal considerations

Standard & Poor's analysis of the legal structure of a tax allocation bond focuses on the security pledge, flow of

funds, debt service reserve fund, and provisions governing the issuance of additional parity debt. The flow of funds

is usually simple. Tax increment pays debt service, makes up debt service reserve deficiencies, and then revenues are

released for any purpose. Lack of a fully funded reserve is viewed as a negative rating factor in view of the low debt

service coverage of most tax increment bonds.
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Additional debt issuance is likely over the life of a bond issue. Tests for additional bonds requiring 1.25x coverage

of maximum annual debt service by historical revenues, or revenues to be realized as a result of the most recent

finalized assessment rolls, are considered a typical provision. However, stricter additional bonds tests may enhance

credit quality. Provisions allowing adjustments to revenues based on construction in progress or a consultant's

projection can severely weaken the additional bonds test. The coverage multiple required under the additional bonds

test is examined in relation to the number of taxpayers excess cash flow could cover in the event of delinquencies

among major taxpayers, assuming a redevelopment agency bonded out to the limit of its additional bonds test.

Thus, no one additional bonds test or coverage level can guarantee a specific rating.

More established diverse districts have issued debt with less than a 1.25x additional bonds test without a negative

impact on their credit rating as their tax volatility ratio declined and their taxpayer concentration diminished.

Standard & Poor's weighs a more permissive test against taxpayer diversity, historical and projected growth trends

in assessed valuation, the nature of such growth, and the need and likelihood for additional debt issuance. On the

other hand, higher debt service coverage and stronger additional bonds tests may offset weaknesses in district

economic diversity.

Aside from an issue's legal structure, Standard & Poor's evaluates tax increment authorization laws and litigation.

Standard & Poor's examines all new state authorizing legislation for potential problems. Litigation frequently

accompanies tax allocation issues, especially in states newly authorizing such financing, because public entities

losing the tax revenues have an incentive to sue. Taxpayers and overlapping units often contest the constitutional

validity of new tax allocation legislation; counties may wish to postpone the loss of revenues, and taxpayers may

want to delay eminent domain proceedings.

Some tax increment bonds also have a pledge of a city's GO. Standard & Poor's will rate such double-barreled

securities based on the higher of the GO or tax increment rating, since both are pledged to debt repayment.

Financial operations

Primarily, financial factors include an analysis of fluctuating tax rates, delinquent collection rates (for the project

area, not the city), and historical debt service coverage. No specified level of coverage leads to a particular rating,

since taxpayer concentration or legal factors may be much more important. When a particular weakness is

identified, it is useful to check coverage sensitivity to such vulnerabilities. For example, if an issuer experiences poor

property tax collection, coverage levels and additional bonds tests can be raised to compensate. The lower of the

additional bonds test coverage level, or current revenue coverage of maximum annual debt service, is used for

analysis. Projected coverage based on construction growth is not always reliable, but worth considering.

Various mathematical considerations concerning the ratio of base to total assessed valuation also may affect the

volatility of the revenue stream in the event assessed valuation declines (see chart on the tax volatility ratio). In

general, the smaller a district's base valuation is compared to its total valuation, the lower the revenue volatility.

Cumulative tax limits

Project areas in California are subject to a cumulative cap on tax increment that can be collected from a project area

over the life of the project area. Sometimes, higher-than-projected tax increment can cause the cap to be reached

before final bond maturity. If this appears to be a significant possibility, Standard & Poor's would prefer a covenant

by the redevelopment agency to annually review the total amount of tax revenues remaining and to escrow revenues

or not accept tax monies if it would cause the tax limit to expire before final bond maturity.
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Special Assessment Bonds

Special assessment bonds are secured by a special tax, such as a street front-footage assessment, which is levied in

relation to the benefit a property receives from an improvement. Consequently, the tax is not based on the actual

value of a property and debt burdens, as a percent of the market value of a parcel, can vary greatly from one parcel

to another. Since each taxpayers' tax payments are usually fixed and can not be raised to cover the delinquency of

any other taxpayer, the credit analysis generally focuses on the exposure to the weakest properties, even if overall

average property value to debt ratios are strong districtwide.

In particular, special assessments on undeveloped land may create burdensome tax payments for those properties.

Undeveloped land typically carries property value-to-debt ratios of 3:1 or less, while developed properties are

generally closer to 20:1. Standard & Poor's expects investment grade special assessment bonds to be able to at least

withstand two separate sensitivity analyses: (1) a multi-year tax delinquency by the two to five largest special

assessment taxpayers; and (2) a permanent delinquency by all special assessment taxpayers with under a 5:1

value-to-overlapping debt ratio, absent special circumstances.

Sources of money to cover potential delinquencies may come from reserve funds, an ability to raise taxes to a limited

degree, over-collateralization of tax payments, back-up support from a city's general fund (often found in Arizona),

cross-collateralization with other special districts, a senior/subordinate bond structure, or other revenue sources.

Special assessment bonds have proven very popular in growing areas such as California and Florida, where existing

residents may be reluctant to pay for infrastructure improvements in new housing developments. However, special
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assessment financing is used throughout many areas of the country. Examples of projects funded by special

assessment bonds include water and sewer lines, lighting improvements, roadways, and sidewalks.

Financing special assessment projects

The special assessment process is often quite simple. In most cases, property owners in a limited area, or their local

representatives, petition for the creation of a special assessment district. A project is specified that will directly

benefit property owners within the district and be paid for by fees or assessments based on a measurement related to

the benefit, such as street frontage or square footage owned. Bonds are sold to finance the project(s), and security is

provided by the assessments.

Most improvements provided by special assessment bond financing are related to local infrastructure, although

bonds have been sold to finance parking lots, landscaping, and public parks. These improvements benefit district

property owners by improving the quality of their neighborhood and contributing to greater property values.

Usually, bonds are used only for the construction of the project and not for maintenance. Often, the municipality

will absorb the maintenance cost, since the project generally is tied into a citywide system, such as water and sewer

services.

Standard & Poor's believes that the lack of excess cash flow coverage typical for most special assessment bonds may

create risks, particularly for undeveloped districts. However, potentially speculative elements can be mitigated

through such factors as:

• An ability to raise assessment tax rates to a limited degree;

• The existence of excess cash flow from reserve earnings, refunding savings, or a senior subordinate cash flow

structure;

• Strong taxpayer diversity, and a debt service reserve that can cover simultaneous delinquencies of at least the top

two taxpayers;

• The ability to sell tax liens to cover delinquencies, although this is restricted under federal law if a taxpayer

declares bankruptcy;

• Particularly strong value-to-lien ratios;

• A lien on parity with or ahead of ad valorem taxes;

• Legal protections within the bond structure;

• Economic incentives for timely payment of special assessment obligations; and

• Low risk associated with the particular project.

Major criteria considerations

District makeup and economic base -- A district largely undeveloped or concentrated in one type of industry is

viewed negatively. A special assessment district tied to a stable and diversified economic base is desirable. The effects

of employment levels, wealth indicators, and regional trends on payment of assessments are evaluated. A wholly

residential district usually exhibits little taxpayer concentration, a very favorable situation if fully developed.

Method of assessment collection.

Special assessments collected at the same time and with the same foreclosure methods of ad valorem taxes are

preferred. Standard & Poor's also may regard incentives for early payment and disincentives for late payment as

positive features. For example, penalties for late payment and discounts for early payment may be worthwhile,

depending on their effect on cash flows.
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Value-to-debt ratios.

High property value-to-debt ratios, typically above 7:1 for investment-grade ratings, increase the likelihood of

making assessment payments on a timely basis. Also, the marketability of property in the district points to added

security if properties must be sold as a result of foreclosure or bankruptcy. Value-to-lien ratios are examined on a

parcel-by-parcel basis for top taxpayers, since tax levies cannot typically be raised on the strong taxpayers to pay for

the weak, rendering overall district value to lien ratios problematical in many cases. Standard & Poor's prefers value

to lien ratios using county or city assessed valuation, although independent appraisal reports may be evaluated also

if deemed reasonable.

Lien position.

A lien on parity with or ahead of ad valorem taxes is desirable. Preferably, the general property tax bill should be

combined on the same statement as the special assessment tax bill to help collection rates.

Treatment of property sales.

Liens typically remain in place upon transfer of property or are extinguished by an immediate acceleration of all

outstanding, current, and future special assessments on the property.

Foreclosure/bankruptcy provisions.

Assessment collections should not be hindered by foreclosure, bankruptcy, or sales of tax certificates or tax deeds.

Action should be taken on a timely basis to ensure that sufficient funds are available to make scheduled debt service

payments. The marketability of property is also a concern here; property should have sufficient value that bids will

appear for foreclosed property. Requirements allowing and requiring foreclosures to proceed on an accelerated basis

compared to that for general property taxes is considered favorably.

Clear right to issue.

Public hearings and a deadline for discussion are necessary, within legal requirements, so that there are no legal

challenges possible once bonds are offered.

Term and redemption of bonds.

The debt service schedule is usually flat or declining over time and is usually within the useful life of the project and

improvements.

Debt service reserve.

A reserve fund or other security feature that provides for payment of debt service is essential in the event that

assessments are not received on a timely basis. The amount of the debt service reserve and the way that it is funded

are important, because funds to cover any revenue shortfall are expected to be available at all times.

Cash flow runs.

Sensitivity tests that demonstrate the bond structure's strength in the event of delinquency of the largest taxpayers

are necessary in evaluating the ability of the bond structure to withstand unexpected events. Standard & Poor's

normally expects some excess cash, either in a debt service reserve or through excess cash flow, be available to cover

a delinquency by at least the top two to five taxpayers, unless the top taxpayer has itself been rated by Standard &

Poor's.

In some cases, Standard & Poor's commercial mortgage group can evaluate the credit quality of an individual

development for assessment bond purposes and the rating can be based on a single taxpayer or retail development.

Usually, however, Standard & Poor's requests information determining the maximum number of taxpayer

delinquencies a district can handle before defaulting and compares this to the concentration of the top taxpayers.
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Where extremely high taxpayer diversity exists, such as in fully developed residential districts, the debt service

reserve alone may be able to cover the permanent loss of the top five taxpayers for a number of years, mitigating

excess cash flow needs.

California's Mello-Roos Districts

Mello-Roos bonds, also known as Community Facilities District bonds, are specific to California. They are similar

to special assessment bonds in that they levy a charge that is not based on property value, but dissimilar in that they

usually have the ability to raise the tax rate up to a maximum level to cover taxpayer delinquencies. Most

Mello-Roos districts levy a tax per dwelling unit or per acre, based on development status, but there is no real

restriction on the type of tax, other than it cannot be based on property value.

The different types of taxes allowed under the Mello-Roos Act raise varying credit quality considerations, but

certain key concerns are common to all Mello-Roos bonds. Probably the greatest credit risks occur in the district's

initial phases, when the taxpayer base is concentrated and debt-to-assessed value (loan-to-value) ratios are high

because land may be owned by a few developers and largely undeveloped (see Undeveloped Special Districts). As

development occurs, credit quality should improve to the extent that ownership becomes more diverse, and

loan-to-value ratios decrease. Upon a refunding, several years after a district's creation, credit quality could be vastly

improved. Even relatively undeveloped land could receive a favorable initial rating if the area is characterized by

numerous taxpayers, good loan-to-value ratios, and flexibility to cover taxpayer defaults by raising tax rates.

Generally, investment grade Mello-Roos districts will show at least close to 1.0x cash flow coverage of debt service

from parcels within the district that have an assessed valuation to debt ratio of at least 5:1, with no major taxpayer

concentration among these higher value to lien taxpayers.

Easy to implement

Mello-Roos financing is attractive for two reasons. First, unlike special assessment bonds, it allows the financing of

general-purpose projects, such as police stations, which may be outside Mello-Roos district boundaries. A second

attraction is Mello-Roos districts' easy implementation in undeveloped areas. The Mello-Roos Act declares district

landowners to be the voters when 12 or fewer voters reside in a Mello-Roos district, an interpretation that could be

subject to future legal challenge if there are actual residents present.

Because districts may be formed in any size or shape, even from noncontiguous parcels, it is relatively easy to form

and obtain 'voter' approval of a Mello-Roos district in undeveloped or industrial areas. Different governments, such

as school districts or cities, may form separate overlapping Mello-Roos districts as long as each governmental entity

is authorized to perform the different service being provided. Practically speaking, district boundaries can be drawn

to guarantee that fewer than 12 voters reside in a district or that residents support district formation.

Any type of tax may be imposed in a Mello-Roos district, as long as the tax burden can be evaluated at the time of

voter approval and is not levied against property values. Taxes can be designed to mimic property taxes closely, even

though by law they can't be imposed solely on the value of a property. For example, a district could tax the number

of homes, street frontage, or number of acres. Even a per capita tax can be imposed, using taxes that are fixed or

fluctuate up to a cap. An acreage tax or an equivalent dwelling unit tax, are the most popular form of taxation.

Taxes may kick in on different dates, and maximum permitted tax rates often escalate 2% per year to accommodate

an increasing debt service schedule. Generally, undeveloped land (usually owned by developers) is not taxed, or
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taxed very little, while future homeowners support actual debt service. As long as bonds are outstanding, the tax

cannot be repealed.

The many possible Mello-Roos tax structures create different risks depending on their structure. However, all

districts have some features in common. The strongest districts have economic diversity, with numerous taxpayers

and high value-to-loan ratios, and levy a well-designed tax that covers a broad tax base. Such a district could receive

a favorable credit rating if the existing tax base can produce favorable coverage of future maximum annual debt

service, and an additional bonds test locks in the coverage.

The best additional bonds tests use the maximum permitted tax rate on the existing tax base to calculate a minimum

coverage requirement on future maximum annual debt service. Weak additional bonds tests may require only an

appraiser's report, subject to possible error, estimating a certain minimum value-to-lien ratio. Additional bonds tests

based on building permits granted, while stronger than a wholly projected test, are weaker than tests based solely on

revenues from owner occupied homes as determined by a certificate of occupancy or the county assessor, due to the

time lag between receiving a permit and actually completing a structure.

Concentration of district taxpayers is a particular risk for small or start-up districts. If payment of debt service

depends on payments from a few taxpayers, there are obvious vulnerabilities. Apart from the normal cash flow

problems caused by delinquency of a major taxpayer, a federal bankruptcy law filing by a taxpayer can indefinitely

forestall local foreclosure action. Taxpayer concentration is particularly important, because most districts were

originally formed by a few developers holding undeveloped land. The ability to raise tax rates may mitigate

concentration risk if additional levies could cover delinquencies by major taxpayers. Sometimes maximum tax rates

are designed to increase a certain percent every year to match an increasing debt service schedule. If so, inflation

assumptions should be carefully scrutinized in such a case to ensure that homeowners would not be subject to

possibly onerous taxes in later years

Many types of taxes can be imposed and pledged to debt service; therefore, Standard & Poor's will examine each

Mello-Roos bond issue on a case-by-case basis. Major rating considerations include:

• Surrounding economic characteristics;

• The nature of the development and the developer's track record;

• Tax-to-property value relationships, with emphasis on the percentage of the tax generated by parcels with value

to lien ratios above 5:1;

• Restrictions on additional parity debt;

• Existence of overlapping districts;

• Project feasibility;

• Nature and diversity of items taxed and the tax structure;

• Cash flow timing and sensitivity to taxpayer defaults;

• County assessment and collection practices; and

• The property value added by the funded project.

Certain types of development are subject to more risks than others. For example, multifamily housing projects are

more cyclical in their sales patterns than single-family homes, and preleasing may mitigate office building

construction risk.

In general, the nature of development risk may introduce varying degrees of speculative characteristics to
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undeveloped districts owned by just a few developers. However, credit quality may improve rapidly as development

occurs, and homes or commercial development are sold off. The ability to raise tax rates, while limited by reform

legislation, still provides Mello-Roos districts with potentially better credit quality characteristics than most special

assessment districts, with which they share many similarities.

Undeveloped Special Districts

Standard & Poor's has extended its criteria for special districts, Mello-Roos (Community Facility District), and

special assessment districts to include noninvestment-grade debt and more clearly delineate the types of development

risk involved in largely undeveloped special districts.

Such distinctions are important, since the nature of real estate and construction risk can vary widely among

undeveloped districts. Special districts with debt rated below investment-grade display an even greater degree of

unique variety than more highly rated debt. Nevertheless, certain commonly found situations would compare in

terms of creditworthiness (see chart, "Some Selected Common Characteristics Of Special Assessment And

Mello-Roos Bonds"). Fundamentally, creditworthiness for special districts depends on prospects for strong real

estate values, reasonable debt levels, and taxpayer diversity.

Legal covenants

Strong structural legal protections regarding taxpayer foreclosure, debt service coverage, or debt service reserves

cannot, in and of themselves, raise a rating into the investment-grade category unless favorable real estate conditions

exist. Legal covenants providing meaningful bondholder protection can lock in the economic benefits of a strong tax

base against future issuer actions, such as additional debt dilution or poor tax collection procedures, but general

covenants regarding coverage may not help if the tax base does not first generate adequate revenue.

Therefore, a Mello-Roos bond with a weak tax base will not necessarily be able to improve its bond rating with

strong structural legal covenant protections, since there is little to protect. Conversely, a Mello-Roos district with a

strong tax base may be prevented from obtaining a higher bond rating by weak structural protections.
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If development occurs, creditworthiness may improve dramatically in an undeveloped district. However, weak legal

protections, written in at the time of bond sale, may limit upside rating potential even if the tax base develops as

planned. Investors still need to examine legal covenants closely in almost all situations, even before development

occurs.

In particular, a fully funded debt service reserve may buy an issuer some time during periods of heavy foreclosures,

but cannot cover against ultimate losses. Other legal provisions of importance include:

• Maximum permitted tax rates;

• Additional bonds tests; and

• The timing of foreclosures and tax rate changes.

There are also key legal differences between unlimited tax special districts, Mello-Roos debt, and special assessment

debt, although undeveloped districts share similar real estate development risk. Special district and Mello-Roos

bonds usually have the flexibility to raise tax rates to cover a taxpayer foreclosure loss. This is a key strength of

special district and Mello-Roos debt over special assessment bonds. Special assessment bonds usually have just 1.0x

coverage of annual debt service by yearly special assessments and lack any ability to raise tax rates. In such cases,

the bond may be only as strong as the ability to receive ultimate repayment from the weakest property taxed.

Exceptions exist. Sometimes debt service reserve earnings can cover foreclosure losses of the top taxpayers if the top

taxpayers are small, compared with the total tax base. Another exception occurs in Florida, where the state allows

the special assessment tax rate to be raised in some cases, up to a limited amount. This feature makes these Florida

special assessment bonds resemble California's Mello-Roos bonds?a positive feature.

Land appraisals

Appraisals of vacant land by private consultants may be problematic. The difficulty is that they are based only on a

value at a point in time, and built on a set of assumptions that developers will follow the expected use of the land. If

plans do not materialize as anticipated, or new landowners change their expected use of the land, actual values for

vacant land could change appreciably. For this reason, private appraisals of raw land can often be considered

unreliable. Standard & Poor's looks at the reasonableness of appraisal assumptions and sometimes may discount

appraisal conclusions. There are wide distinctions between different types of development districts, and investors

more than ever need to distinguish the strong credits from the weak. In particular, investors may want to determine

if legal features could preclude a bond from ever moving into the investment-grade categories. The accompanying

table, while it does not cover every case, should provide helpful guidelines. Some positive factors, such as debt

service coverage, can offset other negative factors, such as taxpayer concentration.

District Size

Standard & Poor's does not have a minimum size limit for an investment-grade rated special district; rather size

affects a special district in that a small size may increase taxpayer concentration. A large district concentrated in a

few taxpayers may not be as creditworthy as a small district with little tax base concentration in the top taxpayer. A

special district consisting only of a 500-unit single-family housing development, for example, may achieve an

investment-grade category rating, depending on the particulars of local real estate conditions.
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Exhibit 5: Moody’s Assigns Aa2 Rating with Stable Outlook to Indianapolis 
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INTERNAL MEMORANDUM 

To: Members of the 2012 TIF Study Commission 

From: Brooke Thomas, Senior Planner  

CC: Maury Plambeck, Michael Peoni 

Subject: Tax Increment Financing, Peer Cities Case Study Research  

Date: April 12, 2012 

  

The purpose of this memorandum is to describe initial findings regarding Tax Increment Financing in peer 
cities across the Midwest.  For the purposes of this research, the following communities are considered to 
be peer cities: Columbus, Cincinnati, and Cleveland, Ohio; Kansas City and Saint Louis, Missouri; 
Nashville, Tennessee; Charlotte, North Carolina; and Milwaukee, Wisconsin.  The following pages review 
practices, procedures, and lessons learned in these communities specifically.  Additionally, this 
memorandum highlights the State of Tax Increment Finance at a national level. 

Columbus, Ohio 

The City of Columbus, Ohio classifies Tax Increment Financing funds as “Debt Service Funds.” They are 
“used to account for the accumulation of resources for and payment of general obligation principal, 
interest, and related expenditures.”  There are two other Debt Service Funds administered by the city, 
they are: Recreation Debt Service Funds, and Capital South Debt Service Funds. 

Redevelopment?  Economic Development?  Both? Both. 

Who Approves the TIF? City Council has final approval while the Department of Development initiates 
the process. 

How they work, generally.  There are two types per Ohio Revised Code: 1) Project TIFs, were 
established on or before December 14, 2011. They excluded residential uses and all TIF monies had to 
directly benefit each parcel.  2) TIF Incentive Districts, which include all property classes, have been in 
place since December 13, 2011.  TIF Incentive Districts can be used to fund public infrastructure 
improvements anywhere within the district, even if the public infrastructure does not directly benefit every 
parcel within the district.   

All districts, project and incentive, in Columbus are “non-school” TIFs, meaning that schools get their 
money first and then the rest of the increment goes into the applicable TIF fund.  All but one of the City‟s 
58 TIF Districts have a 30-year lifetime.  The city does sell bonds for larger districts and then pay for the 
service bonds from the TIF money. 

How many do they have? There are 58 districts that have been legislated.  There are a few more recent 
TIF districts awaiting approval.  As a result, there currently isn‟t any money flowing into pending districts. 
According to the TIF Manager/Coordinator, Lee Hennick, the vast majority of TIFs in Columbus are 
“winners.”  There are 5 or 6 of the 58 where development simply never took off. In these instances, the 
City will be looking into what to do with the TIF increment that has been collected. 

Most recently adopted TIF district? End of 2011.   

Any currently pending?  Yes.  One new one in progress, likely 4 or 5 others later this year (2012).   

HoTIFs?  This is the same as “TIF Incentive District,” which does not discriminate between uses. 

Overall Benefit?  Are these things that would have occurred otherwise? Yes, very beneficial.  It is 
projected that there will be $3.8B in private investment since 1996 when the first TIF was established: 
$2.7B has already been obtained.  Because the schools get their money first, this makes nearly everyone 
happy, and something gets built/re-built in areas that really need it. 
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Lessons learned? According to Mr. Hennick, TIF Districts are not losers: not like Enterprise Zones where 
the math doesn‟t always work out as estimated.  Because TIF Districts are a function of the assessed 
value, there typically is nowhere to go but up.  Mr. Hennick explained that the City isn‟t going to lose 
money even if they partner on the infrastructure.  City of Columbus has had very little opposition to tax 
increment financing. 

Sources:  
City Auditor publication 

City of Columbus 2011 Budget publication 
Department of Development: (614)645-7795 

Vince Papsidero, Planning Administrator, Planning Division: (614)645-8036 
Lee Hennick, TIF Manager/Coordinator (614)645-8031* 

Ohio Revised Code 

Cincinnati, Ohio 

Tax Increment Financing revenues in Cincinnati are often used to fund public improvements designed to 
spur private development.  According to city policy, the primary purpose of Tax Increment Financing is to 
“provide an incentive for commercial and residential developers to construct projects that will provide 
economic growth in the City.”     

Redevelopment?  Economic Development?  Both? TIF is used for economic and community 
development.  According to the City‟s website, projects must meet one or more of the following 
objectives: job creation; public improvements in support of economic and/or community development; 
increase in tax base; urban redevelopment; creation of homeownership units; rehabilitated housing units; 
create/support neighborhood retail and commercial opportunities; use of green building techniques to 
LEED standards; and/or the removal of slum/blight. 

Who Approves the TIF? City Council.   

How they work, generally.  In general, tax increment financing is one financing option that may be used 
to facilitate a public purpose and alleviate a defined financial need.  It is not viewed as a developer 
entitlement. In addition to creating districts, the City Council may specially approve a private development 
to use TIF funding of a related public improvement in areas outside of designated TIF districts.  In this 
case, TIF funds are available only in the amount of future increased tax revenues that can be expected as 
a result of the private investment. These are “TIF Economic Development Projects” (versus TIF Districts). 
According to Bill Fischer, Interim Economic Development Director, the Economic Development 
Department handles all non-residential or mixed-use TIF, and the Community Development Department 
handles all residential TIF.  

How many do they have? 20 

Most recently adopted TIF district? 2005 (second group).  The first group was created in 2003. 

Any currently pending?  No, according to Mr. Fischer, a change in legislation to the method school 
districts are funded when there is a TIF district makes new TIF districts no longer very useful in 
[Cincinnati]. 

HoTIFs?  The City of Cincinnati does not distinguish between housing and economic development TIF 
districts.  State law allows specific uses of the funding for each type of development.  Within a district 
projects are funded based on priority.  Local ordinances direct the administration to use the majority of the 
funding (75%) toward economic development. 

Overall Benefit?  Are these things that would have occurred otherwise? Yes, but of the 20 districts 
only about 5 or 6 actually produce enough revenue to allow significant redevelopment.  However, in those 
5 or 6 districts, major projects have occurred that would not have been able to be financed using 
conventional methods. 

Lessons learned? None given 
Sources:  

City of Cincinnati Website 
Economic Development Website 

Bill Fischer, Interim Economic Development Director: (513)352-3785* 
TIF Districts Map 

http://auditor.ci.columbus.oh.us/uploadedfiles/City_Auditor/Reports/CAFR/2001/Pg133.pdf
http://finance.columbus.gov/uploadedFiles/Finance_and_Management/Financial_Management_Group/Budget_Management/2011_Budget/03%20PM%202011%20Budget%20-%20Comm%20Profile.pdf
mailto:vapapsidero@columbus.gov
mailto:LWHennick@Columbus.gov
http://www.cincinnati-oh.gov/cdap/pages/-3496-/
http://www.choosecincy.com/services/business-development-resources/tax_increment_districts
mailto:Bill.Fischer@cincinnati-oh.gov
http://www.cincinnati-oh.gov/cdap/downloads/cdap_pdf40754.pdf
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TIF Districts Policy 

Cleveland, Ohio 

While the City of Cleveland, Ohio considers Tax Increment Financing as an “economic development tool 
that allows a municipality to re-direct new incremental real-property taxes on large scale projects,” and 
although they have two TIF districts, according to their Director of Economic Development, Tracey 
Nichols, Cleveland “does not use TIF districts.”   
 
Ms. Nichols explained that there were two TIF districts/projects completed during a prior administration, 
adding that the TIF districts/projects were in support of a downtown project.  However, that was over six 
years ago. They are currently very short staffed - to the extent that there is no one in their office that 
worked on the existing TIF districts/projects.  As a result, there is no one with specific knowledge about 
TIF Districts in the City of Cleveland. 

Redevelopment?  Economic Development?  Both? Neither, currently. 

Who Approves the TIF? City Council. The city‟s Economic Development and Technology Team in the 
Department of Economic Development would have been the administrator of this development incentive.   

How they work, generally.  They do not use them currently, nor does anyone at the Department have 
institutional knowledge of how they work. 

How many do they have? Two, which were completed by a previous administration for downtown 
project support. 

Most recently adopted TIF district? There hasn‟t been a TIF created in over six years. 

Any currently pending?  None. 

HoTIFs?  Unknown. 

Overall Benefit?  Are these things that would have occurred otherwise? Unknown. 

Lessons learned? Unknown. 
Sources:  

City of Cleveland Website   
TIF Districts Generally, Contact: (216)664-2202   

Tracey A. Nichols, Director of the Department of Economic Development: (216)664-2406* 

Kansas City, Missouri 

The City of Kansas City, Missouri considers Tax Increment Financing to be a “financing and development 
tool that allows future real property taxes and other taxes generated by new development to pay for costs 
of construction of public infrastructure and other improvements.”  Furthermore, “TIF encourages 
development of blighted, substandard and economically underutilized areas that would not be developed 
without public assistance.”  “TIF can only be used for redevelopment projects that would not be 
reasonably expected to occur without the assistance of TIF (the „but for‟ test.)” 

Redevelopment?  Economic Development?  Both? Both.  Area types include: blight, conservation, and 
economic development. 

Who Approves the TIF? TIF Commission and City Council. 

How they work, generally.  Property taxes are frozen for up to 23 years.  Increases in city and county 
taxes due to new construction, rehabilitation and infrastructure improvements from the project are abated 
for up to 23 years.  Property owners make PILOTS (Payments in Lieu of Taxes) for the amount of the 
taxes abated, to a special allocation fund as well as 50% of all local Economic Activity Taxes (EATs) 
generated within the project area.  EATS include sales, utility, and earnings taxes.  These funds are used 
to reimburse the developer for approved project costs.  Any overages in PILOTS are reallocated to the 
appropriate taxing districts. 

How many do they have? Information unavailable at time of publication 

Most recently adopted TIF district? Information unavailable at time of publication 

http://www.cincinnati-oh.gov/cdap/downloads/cdap_pdf40753.pdf
http://portal.cleveland-oh.gov/portal/page/portal/CityofCleveland/Home/Government/CityAgencies/EconomicDevelopment/EconomicDevelopmentTechnology/Tax%20Increment%20Financing
mailto:TNichols2@city.cleveland.oh.us
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Any currently pending? Information unavailable at time of publication 

HoTIFs?  Information unavailable at time of publication 

Overall Benefit?  Are these things that would have occurred otherwise? Information unavailable at time of 

publication 

Lessons learned? Information unavailable at time of publication 
Sources:  

Missouri Revised Statutes, Section 99.845.3 
Economic Development Corporation of Kansas City 

Tax Increment Financing Commission  
Jill Quinn 

Saint Louis, Missouri 

The City of Saint Louis, Missouri considers Tax Increment Financing as a “development tool designed to 
help finance certain eligible improvements to property in designated redevelopment areas (TIF Districts) 
by utilizing the new, or incremental, tax revenues generated by the project after completion.”  

Redevelopment?  Economic Development?  Both? Being that the City of Saint Louis (unlike the 
surrounding county) has no virgin land, everything is focused on redevelopment with the hopes that 
economic development will result from the redevelopment effort. 

Who Approves the TIF? Everything originates with the TIF Commission (7 members: 5 appointed by the 
Mayor, 1 by the School District, 1 representing all other taxing districts), which then makes a 
recommendation to the Board of Aldermen

1
 for the ultimate decision. 

How they work, generally.  Property taxes within a TIF District are frozen for up to 23 years, the property 
owners then make Payments in Lieu of Taxes (PILOTS) to a special allocation fund.  Additionally, 50% of 
any new local Economic Activity Taxes (EATS) is captured resulting in local sales taxes, earnings, and 
payroll taxes to be paid into the special allocation fund.  The proceeds of the special allocation fund are 
then used to reimburse the developer for eligible project costs or to retire indebtedness incurred to cover 
those costs.   

While Kansas City uses TIF primarily for multi-property TIF Districts, St. Louis uses TIF almost exclusively 
for single-buildings.   

How many do they have? The City of Saint Louis has 135 TIFs; however, only a few of these are of the 
multi-property type.   

Most recently adopted TIF district?  2011.  They do some every year; during the 80s and 90s they 
would do as many as 30 each year. 

Any currently pending? There are two pending.   

HoTIFs?  Yes.  Unlike non-residential TIFs (which capture all real estate increment, and half of the 
earnings, half of sales, half of utility increment) residential TIFs only capture the real estate increment.  

Overall Benefit?  Are these things that would have occurred otherwise? According to Dale Ruthsatz, 
Director of Commercial Development, the overall benefit is great.  Not a lot of controversy in the City

2
 – 

because there are so few (franchise) retail establishments within the city limits.  If a retail establishment 
wanted to locate in the city limits, no one would accuse them of stealing from the surrounding suburbs.   

Lessons learned? The City has a goal of never contributing more than 15% of the total project costs to 
the TIF.  They do not want to over commit to any one TIF fund.  According to Mr. Ruthsatz, they are really 
diligent about applying the “but for” test.  Many of their projects layer incentive upon incentive (e.g. TIF + 
historic tax credit + etc.), which they are happy with; they just recognize that some communities might not 
be as accepting of this practice.  Often this layering of incentives results in a project that doesn‟t have that 
much equity in it - a developers dream.  From an outsider‟s viewpoint, they understand that it may be 

                                                      
1
  The law making body of the City of St. Louis is the Board of Aldermen. There are twenty-eight aldermen, one from each ward in the City and a President.  

2
  There are 92 suburban communities in Saint Louis County, and most of the TIF districts outside of the city limits are stand-alone retail.  There is a great deal of concern that 

if one suburban municipality approves a TIF for a big box retailer, that the same big box retailer will simply move from one suburb to the next.  There is a lot of controversy 
related to this: cannibalization. The City of Saint Louis doesn‟t have a lot of stand-alone retail, but they do have some mixed-use which tend to have mom and pop retail 
establishments versus large chains.   

http://edckc.com/
http://edckc.com/agencies-partners/tax-increment-financing-commission/
mailto:jquinn@edckc.com
http://stlouis-mo.gov/government/departments/aldermen/Wards-1-28.cfm
http://stlouis-mo.gov/government/departments/aldermen/president/index.cfm
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seen as “overdoing it.”  However, they have found that this is one way to make old buildings/underutilized 
properties competitive with undeveloped land.  It is also beneficial in overcoming the financial hurdle of 
assembling land in an urbanized area.  

Sources:  
Business Development website 

Dale Ruthsatz, Director of Commercial Development: (314)259-3424* 

Nashville, Tennessee 

In Nashville, Tennessee, TIF is a “financing mechanism authorized by state law whereby the increased 
tax revenue generated by a development is used to pay the debt service on bonds issued for the 
construction of the project, which bonds are typically purchased by private financial institutions.”  

 Redevelopment?  Economic Development?  Both? By law, they are for redevelopment only.  
Economic development is considered a by-product.  Redevelopment areas must be blighted 
areas where “blight” means extreme dilapidation.  This is somewhat limiting in terms of moving 
forward with TIF.   

 Who Approves the TIF? Projects originate with the Housing Authority, and then they are 
authorized by Metro Council (which has 40 members). 

 How they work, generally. “The Metropolitan Government is essentially giving up its right to the 
future increased tax revenues generated by the facility for as long as the TIF is outstanding, or up 
to 30 years, whichever occurs first.” Because each project is independent, they can estimate 10% 
of the project cost for TIF allocation.  They do not issue bonds.  Instead, developers have to get 
traditional loans through a financial institution.  The developer negotiates the loan and is the 
insurer.  The City‟s only obligation to the loan is to pass on the incremental taxes when paid.  
There is no liability on the part of the city otherwise: they act as a fiduciary agent of sorts.  Mr. 
Cain considers this approach to TIF to be “very conservative.” He added that the State 
Legislature is peculiar, and that they are still tweaking the legislation in response to the Kelo 
Decision

3
.   

 How many do they have? The City of Nashville has 10 TIF Districts; the majority of which are in 
the Central Business District – by design.  Of these, only eight have TIF funds remaining.  In 
Nashville, once the intended public infrastructure projects are complete and all debts have been 
paid, the TIF increment is dispersed to the applicable taxing agencies and all that remains under 
the control of the Housing Authority is the control of the uses within the TIF, for the duration of the 
TIF. 

 Most recently adopted TIF district? 2008.   

 Any currently pending? Not at this time. According to Mr. Cain, they currently have their hands 
full with what they have. 

 HoTIFs?  According to Mr. Cain, the city has had “huge success” with respect to housing 
redevelopment using tax increment financing.  A market study done eight years ago launched a 
residential boom in the downtown.  Including affordable housing. 

 Overall Benefit?  Are these things that would have occurred otherwise?  Again, according to 
Mr. Cain, they have been “very successful.”  TIF is not an entitlement.  Pro forma‟s are reviewed 
and the community benefit is measured for reasonableness.  They will also pause and take a look 
at what downtown needs at the point in time when a district/project is proposed.  For example, 
would a proposed hotel benefit the brand new convention center? 

 Lessons learned? According to Mr. Cain, the most valuable thing is finding a way to take the 
citizens‟ risk out of it, thereby protecting the public‟s interest.  He also feels it is important not to 
dilute the incentive by having so many TIF districts that they begin cannibalizing each other.  For 
comparison purposes, the City of Chicago has over 120 TIF Districts which together account for 

                                                      
3  Kelo v. City of New London was decided by the U.S. Supreme Court involving the use of eminent domain to transfer land from one private owner to another to further 

economic development.  Privately owned real property can be used as part of a comprehensive redevelopment plan resulting in job creation and increased tax revenues.  
The findings stated that the general benefits a community enjoys from economic growth qualified the City‟s redevelopment plan as a permissible public use under the 
Takings Clause of the Fifth Amendment. 

http://stlouis-mo.gov/government/departments/sldc/economic-development/tax-increment-financing.cfm
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nearly 30% of the city‟s land area. He stresses that a city‟s job should be to figure out where it 
really wants redevelopment and economic development to occur: what areas, not what parcels.  
He would advise that city leaders look at the big picture and answer the question, “where is the 
biggest problem/opportunity?” and focus TIF efforts there.  He further suggests that a city find 
some other way to do “one-off” projects that have no greater public purpose. 

Sources:  
Metropolitan Nashville Council Analysis Report, 2007 

Matt Wiltshire, Director, Economic and Community Development, (615)862-6021 
Joe Cain, Director of Development (615)252-8404*  

Milwaukee, Wisconsin 

According to the City‟s website, Tax Increment Finance is an economic development tool to “leverage 
private development investment.”  It is a tool that has been available to municipalities since 1975 when 
the state legislature authorized the use of TIF as a “redevelopment vehicle for cash-strapped 
municipalities.”  

 Redevelopment?  Economic Development?  Both? TIF districts have been used for both 
economic development and redevelopment. 

 Who Approves the TIF? The creation of a TIF must be approved by both Milwaukee Common 
Council and the Joint Review Board, which consists of representatives of the five taxing 
jurisdictions that share the property tax (City of Milwaukee, Milwaukee County, Milwaukee Area 
Technical College, Milwaukee Public Schools, Milwaukee Metropolitan Sewerage District).  First, 
the project receives a hearing before the Joint Review Board.  After an initial hearing before the 
Joint Review Board, the Redevelopment Authority of the City of Milwaukee holds a public hearing 
on the TIF project and votes on the project.  Next, the Milwaukee Common Council‟s Zoning & 
Neighborhood Development Committee holds a hearing on the TIF project.  Once adopted by the 
Committee, the project is either approved or rejected by the full Common Council.  Upon adoption 
by the Common Council, the Joint Review Board makes a final recommendation on the project 
and it is forwarded to the Mayor for his/her ultimate approval.  

 How they work, generally.  Once the TIF project receives appropriate approvals, local 
assessors and the State of Wisconsin Department of Revenue determine a “base value” for all 
the property in the district.  Any incremental assessed value is used to pay off the city‟s upfront 
investments in the district, with interest.  State statute allows 27 years to pay off all TIF costs; the 
average payback period in the City of Milwaukee is approximately 15 years. 

 How many do they have? Milwaukee has created 76 TIF Districts since the State of Wisconsin 
adopted TIF-enabling legislation.  Forty-six are still active – that is, increment from the 
development is still being collected and applied to repay bonds issued to pay for TIF-financed 
activity.  (Summaries of all TIF activities can be found at 
http://city.milwaukee.gov/MilwaukeeTIDprojectsummaries.htm) 

 Most recently adopted TIF district? The last new TIF was created in 2010.  The city had 
several TIF amendments in 2011.   

 Any currently pending? No.  However, Martha Brown, Deputy Commissioner, expects either 
new TIFs or TIF amendments this year (2012). 

 HoTIFs?  The City of Milwaukee has used TIF to provide infrastructure development to create 
several central city subdivisions.  The first of these, City Homes, provided infrastructure funding 
(streets, streetlights, new sewer and water, etc.) as well as funds to write down sales prices for 
the initial new homes built in the subdivision and to build a loan fund for low-cost home 
improvement financing for nearby existing properties.  According to Ms. Brown, this was an 
extremely successful project.  The second, Lindsay Heights, was a partnership between the City 
and the state‟s housing finance authority, and involved building infill homes in a neighborhood 
with many City-owned vacant lots.  Again according to Ms. Brown, that one also was very 
successful. The City subsequently developed two more subdivisions, using TIF for infrastructure.  
Unfortunately, the timing was lousy on those two – both were implemented during the recession, 
and so far only model homes have been developed and sold.  While the city served as the 

http://www.nashville.gov/council/docs/analysis/071204.pdf
mailto:matt.wiltshire@nashville.gov
mailto:jcain@nashville-mdha.org
http://city.milwaukee.gov/MilwaukeeTIDprojectsummaries.htm
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developer for City Homes, the other two subdivisions were done as partnerships with private 
developers, where the city is currently negotiating to take back the property.  Ms. Brown 
anticipates that these subdivisions will be built out as the new home market strengthens. 

 Overall Benefit?  Are these things that would have occurred otherwise? According to Ms. 
Brown, the use of TIF has been a powerful tool for a very wide variety of development activity 
within Milwaukee.  TIF revenues have supported the creation of industrial parks, central city 
subdivisions, retail complexes, corporate headquarters, office buildings, cultural facilities and the 
Riverwalk. “There is no question the development, redevelopment, brownfields reclamation and 
job growth have all occurred as a result of TIF.  It is the city‟s most significant tool to finance 
large-scale development.” 

 Lessons learned? According to Ms. Brown, 1) every deal is different. Because of this, 
Milwaukee has chosen to administer its TIF under some pretty broad guidelines, rather than 
having strict rules about what can be considered for TIF.  They‟ve done some pretty creative 
things; the best have involved public-private partnerships.  2) A municipality needs first-rate 
expertise to do the financial analysis and structure TIF deals.  Ms. Brown says that, “they have an 
outstanding internal staff, and they also have a long-standing relationship with a third-party 
consultant who is involved in evaluation and structuring of larger projects involving TIF.  They 
bring that consultant into conversations with developers, and have found that to be extremely 
helpful.  In addition, staff in the Office of the Comptroller have developed significant expertise in 
TIF, and does its own independent analysis when they bring a deal forward for Common Council 
approval.” 

Sources:  
Department of City Development, Business Toolbox website 

TIF Explanation publication 
Martha L. Brown, Deputy Commissioner, Dept of City Development, (414)286-5810* 

Lori Lutzka, Senior Economic Development Specialist, City of Milwaukee 

Charlotte, North Carolina 

The City of Charlotte (and Mecklenburg County) uses what is called Synthetic Tax Increment Grants as a 
public/private partnership tool to advance economic development and land use planning goals.  Neither 
the City of Charlotte, nor Mecklenburg County issues debt or backs debt through the STIG tool. It is not a 
traditional TIF tool as usually thought of and requires no TIF Authority or other additional oversight. It has 
no impact on debt ratings.  It is simply a reimbursement tool for infrastructure or other public benefits 
constructed by the developer, who must secure all financing privately.  The source of the reimbursement 
is a percentage of actual, incremental taxes paid by the developer. The developer bears all risk in the 
application of this tool.  

 Redevelopment?  Economic Development?  Both? Both.  All STIG‟s are project-based 
inclusive of all parcels related to project. The City typically funds infrastructure (mostly roads) for 
the projects in meeting public purpose and provides the framework for further development. 

 Who Approves the STIG? City Council and County Commission approve projects, although 
Mecklenburg County does not participate in all STIG projects. 

 How they work, generally.  Synthetic TIG does not require the designation of a district as 
required by self-financing bonds and utilizes locally approved funds, which is repaid by 90% or 
45% of the incremental property tax growth generated by the development. All are project-based. 
The total amount of STIG awards cannot exceed 3% of the annual property tax levy in any given 
year. The STIG projects meet and exceed incremental tax projections, but the economy has 
slowed progress of related retail, office, and residential components of projects. 

 How many do they have? 11 

 Most recently adopted STIG? The last STIG project was approved by City Council in 
September 2011 for infrastructure improvements. 

 Any currently pending? No new projects currently pending.  However, three existing STIGs are 
being repositioned for Council approval, due to the real estate market. 

http://city.milwaukee.gov/TaxIncrementalFinancing.htm
http://city.milwaukee.gov/ImageLibrary/Groups/cityDCD/business/TIF/pdfs/TIFExplanation.pdf
mailto:martha.brown@milwaukee.gov
mailto:Lori.Lutzka@milwaukee.gov
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 HoTIFs?  The city has no housing STIG‟s; they finance affordable housing with bonds and a 
special Innovative Housing Fund. 

 Overall Benefit?  Are these things that would have occurred otherwise? Redevelopment & 
job growth opportunities have been very successful with the use of STIG financing. Tax values of 
projects, when built out, are typically 10x the baseline in the first five years. However, half of the 
city‟s eleven projects have been stalled by the economy. 

 Lessons learned? A.C. Shull with the City‟s Economic Development Department has found that 
the timeframe for most projects, especially infrastructure funding, is extended in a depressed 
economy. Developers will not build roads until financing and retail /office/ residential construction 
is feasible within the market. For the projects that have stalled, a new development plan will be 
presented by the developers, and a new agreement negotiated with the City. Generally speaking, 
the project based STIG‟s do create a major catalyst impact outside the project geography with 
new investment and jobs. 

Sources:  
City of Charlotte Neighborhood and Business Services, Economic Development website 

A.C. Shull, Neighborhood & Business Services/Economic Development, (704) 336-2439* 
Peter Q. Zeiler, Development and Investment Manager, Neighborhood & Business Services, (704) 432-2989 

STIF Guidelines (electronic copy) 

Nationally 

The Council of Development Finance Agencies (CDFA) has assembled the enabling legislation, as well 
as other information, for Tax Increment Financing in 49 states and the District of Columbia.  Arizona 
currently does not provide for Tax Increment Financing. The Council‟s state statute collection is part of 
CDFAs research and resource development for the Tax Increment Finance Coalition (TIFC), a CDFA 
program dedicated to sound practices, education and information sharing in tax increment financing.   
 
The table on the following pages details state TIF legislation for the State of Indiana, and the five states 
discussed herein. 
 
In CDFAs State-by-State Report, they explain that a lot of states are making, or are considering, 
amendments to their existing state enabling legislation to make flexibility and address concerns.  The 
focus of these changes includes the following: 

 “How much taxes can be captured, and from whom?” For example, In Nebraska up to 100% 
(rural) and 50% (urban) can be captured currently, and they are preparing legislation to ratchet it 
down to be a maximum of 7% everywhere.  Some are excluding school taxes.   

 Relaxing eligibility criteria (e.g. blight, distress, economic development), and expanding upon 
uses (e.g. affordable housing), so that TIF may be used in instances other than extreme 
dilapidation;  

 How to better define TIF district boundaries when considering single projects, redevelopment 
areas, or mutli-use projects; and 

 Longer duration limits, most likely the result of a downturn in the economy.   
Sources:  

CDFA website 
TIF Coalition 

CDFA Online Resource Database 
CDFA-Stone & Youngberg TIF Webcast Series: The State of TIF in 2012 (Feb 9, 2012) 

Tax Increment Financing, National Association of Realtors (November 2002) 
Tax-Increment Financing: The Need for Increased Transparency and Accountability in Local Economic Development 

Subsidies, U.S. PIRG Education Fund publication (Fall 2011) 

Thank you!  

mailto:http://charmeck.org/city/charlotte/nbs/ed/Pages/TIFProgram.aspx
mailto:ashull@charlottenc.gov
mailto:pzeiler@ci.charlotte.nc.us
http://www.cdfa.net/cdfa/cdfaweb.nsf/ordredirect.html?open&id=tifstatestatutes.html
http://www.cdfa.net/cdfa/cdfaweb.nsf/ordsearch.html
http://www.reconnectingamerica.org/resource-center/browse-research/2011/tax-increment-financing-the-need-for-increased-transparency-and-accountability-in-local-economic-development-subsidies/
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Details of State TIF Legislation* 

 

Component Indiana Ohio Missouri Tennessee North Carolina Wisconsin 

Yr Authorized 1975 1976 1982 1945
4
 2004 1975 

State Statute 
IC 36-7-14, IC 36-7-
15.1, IC 36-7-25 

Title 57.  Chapter 5709, 
Chapter 725, Chapter 
1728 

Chapter 99, Sections 
800-865 

13-20-2 

All references to North 
Carolina General 
Statutes.  Financing: 
Chapter 159 Article 6; 
City Redevelopment: 
160A-515.1; City and 
County Development: 
158-7.3 

s. 66.1105 

Terminology 
Tax Increment Finance 
(TIF) 

Tax Increment Finance 
(TIF) 

Tax Increment Finance 
(TIF) 

Tax Increment Finance 
(TIF) 

Project Development 
Financing 

Tax Increment Finance 
(TIF) 

Eligible Tax 
Revenue 

Property Tax Property Tax 

Property Tax,  
Income Tax,  
Sales Tax,  
Gross Receipts Tax,  
Economic Activity Tax;  
EATS; 
PILOTS 

Property Tax Property Tax Property Tax 

Financing 
Options 

Tax Increment Revenue 
Bonds; 
Pay As You Go 

GO Bonds; 
Private Activity Revenue 
Bonds;  
Pay As You Go; 
Loans; 
Appropriations; 
Special Assessments 

GO Bonds (requires 
voter approval); 
Private Activity Revenue 
Bonds; 
Pay As You Go; 
Loans; 
Appropriations; 
Special Assessments; 
TIF Revenue Bonds 

GO Bonds; 
Pay As You Go 

GO Bonds (requires 
referendum); 
Pay As You Go; 
Appropriations 

GO Bonds, Private 
Activity Revenue Bonds; 
Pay As You Go 

Approval 
Agencies 

City-County Council;  
City Council; 
County; 
Metropolitan 
Development Council 

School Board/ District; 
City Council; 
County 

City Council 
TIF Commission; 
City Council; 
County 

City Council (City only if 
issuer or party to joint 
agreement); 
County; 
State 

Joint Review Board; 
City Council 

                                                      
4
 Virtually all academic and other material suggests that tax increment financing started in California; however data used to compile this comparison table suggests otherwise.  Klemanski and others have discounted the earliest usage of tax increment 

financing, which dates back to the 1940s, and instead defer to the 1950s when tax increment financing first gained widespread usage.  It became even more popular during the 1970s and 1980s as federal funding for local projects decreased. 
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Component Indiana Ohio Missouri Tennessee North Carolina Wisconsin 

Requirements 
for District 
Creation 

Redevelopment Need 
or Opportunity for 
Economic Development 
Requirement;  
“But For” Test;  
Public Hearings 

Blight Requirement (only 
required for certain TIFs) 

Blight Requirement;  
“But  For” Test; 
Cost-Benefit Analysis; 
Public Hearings 

Blight Requirement 
“But For” Test; 
City Redevelopment 
requires Blight or Similar 

“But For” Test; 
Cost-Benefit Analysis; 
Public Hearings 

Max. Length of 
District 

25 Yrs from date of debt 
issuance 

30 Yrs 23 Yrs 
Limited in the 
redevelopment plan 

30 Yrs 
23-27 Yrs, depending on 
type of development 

Site Specific 
TIF Allowed? 

Yes Yes Yes Yes Yes Yes 

Area Wide TIF 
Allowed? 

Yes Yes Yes Yes Yes Yes 

Public 
Hearings 
Required for 
Authorization? 

Yes Yes Yes Yes Yes Yes 

Public 
Hearings 
Required for 
Deal 
Approval? 

Yes No Yes No No Yes 

Qualified 
Types of 
Projects 

Residential; 
Commercial; 
Industrial; 
Mixed-Use 

Residential; 
Commercial; 
Industrial; 
Mixed-Use 

Residential; 
Commercial; 
Industrial; 
Mixed-Use 

Residential; 
Mixed-Use 

Residential;  
Commercial; 
Industrial; 
Mixed-Use 

Residential; 
Commercial; 
Industrial; 
Mixed-Use 

Eminent 
Domain Use 
Allowed? 

Yes, in blighted areas 
only 

Yes Yes Yes Yes, under general law Yes 

Special 
Features 

None 

There are other TIF 
statutes that can be 
utilized in an urban 
redevelopment context 
in addition to the 
statutes cited 

Under certain 
circumstances, a portion 
of the state sales tax or 
state withholding taxes 
for a project can be 
captured, with state 
approval 

Tennessee statute 7-88-
106 provides for sales 
tax increment financing, 
but only in the limited 
context of “Tourism 
Development Zones” 

Can pledge any 
revenues available to 
issuer including sales 
tax payments from 
State, so long as not a 
pledge of full faith and 
credit of taxing party 

None 

 
*With the exception of the State of Indiana, all data in the table above is drawn from Council for Development Finance Agencies, 2008 TIF State-by-State Report (December 2008). 
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Exhibit 7: Recommended Attachment to the  
Metropolitan Development Commission’s Declaratory Resolution



 
Recommended Attachment to the Metropolitan Development Commission’s Declaratory Resolution:

1
 

   
1.  The term “Area Employees” means individuals living in and surrounding the Allocation Area. 

 

2. The terms “added work force” and “added construction work force” exclude non-Indiana 

residents. 

 

3. The recipient of any economic incentive related directly or indirectly to the Allocation Area shall 

employ new qualified Area Employees in sufficient numbers so that no less than 40% of the 

recipient’s added work force is composed of Area Employees, unless the recipient can 

affirmatively demonstrate that meeting this goal was not reasonably possible using good faith 

efforts. 

 

4. All tax increment-funded public works or construction projects within the Allocation Area with a 

value in excess of $100,000, whether performed by city employees or contractors, shall employ 

new qualified Area Employees in sufficient numbers so that no less than 40% of the city’s or 

contractor’s added construction work force, including any subcontractor work force, is composed 

of Area Employees, unless the city or the contractor can affirmatively demonstrate that meeting 

this goal was not reasonably possible using good faith efforts. 

 

5. Recipients of economic incentives and contractors shall promote minority employment by being 

signatories to and abiding by the Indiana Plan for Equal Employment. 

 

6. Recipients of economic incentives and contractors shall develop and submit Area Employee 

Reports detailing methods used for employment advertising, hiring criteria, workers hired and/or 

terminated, termination cause, geographic location of worker residence, and any other 

information deemed necessary, to the MDC and the city-county council president, on a quarterly 

basis or as otherwise deemed appropriate by the MDC or the city-county council president. 

 

7. All project development contracts, construction contracts, and other contracts concerning projects 

to be performed in the Allocation Area shall contain provisions that incorporate and implement 

these requirements. 

 

8. Recipients of economic incentives who fail to substantially comply with these requirements will be 

liable for damages up to the amount of the benefits received and will forfeit all future benefits.   

                                                           
1 This could also be part of the Council resolution or the Confirmatory Resolution.    
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Exhibit 8: Preliminary List of Recommended Application Elements for Collection



Preliminary List of Recommended Application Elements for Collection 

The following information has been identified as required data for a uniform TIF application process. The 
list is not exhaustive and subject to revision as needed, but identifies minimum data requirements to 
expand and improve recordkeeping and monitoring TIF transactions, history and outcomes. 

 Identifying & contact information for the TIF Applicant & the Applicant’s Development Team 

 Project  Description 

 Project Benefit 

 Necessity of TIF funding 

 Bond/Note Coverage 

 TIF Assistance Ratio   (Percentage of TIF Funds to Total Development Costs) 

 Public Infrastructure (Percentage  of TIF Funds that be invested into Public Infrastructure) 

 Alternative Funding sources considered, including an outline of those available for the project 

 Applicant’s Financial & Technical Ability to complete the project 

 Equity/Performance Bond 

 Impact on City’s Credit Rating 

 Job Creation 

 Economic Impact on Adjacent Properties 

 Broad Customer Base for Commercial Uses  (Potential tenants, impact on nearby competition, how 

project will attract customers from outside the City or provide retail services currently in short supply 

within the City) 

 Residential Projects (If the project includes residential uses, outline how development fulfills a 

significant need for diverse income housing within the City and the effect that development will have 

on the public services provide by the City and other taxing districts) 

 Other Public Incentives sought by Applicant for Project 

 Budget 

 Site Control 

 Project Schedule 

 Required Exhibits and Attachments  

o Sources & Uses of Funds 

o 22-Year Cash Flow Summary 

o Letters of Intent from Prospective Tenants 

o Evidence of Site Control 

o A site plan or map of the project site 

o Commitment letters for non-TIF funding 

o Corporate résumé, including development experience 

o Individual Resumes of Company Principals and Development Team members 

o Letters of Support 

o Detailed Project Budget 

o Detailed Project Timeline 

o Check for the application fee) 
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Exhibit 9: Preliminary List of Recommended Database Elements for Collection



Preliminary List of Recommended Database Elements for Collection 

The following information has been identified as required data for a TIF database. The list is not 
exhaustive and subject to revision as needed, but identifies minimum data requirements to expand and 
improve recordkeeping and monitoring TIF transactions, history and outcomes. 

 TIF District Name/Number 

 Land AV 

 Improvement AV 

 Gross AV 

 Exemptions/Deductions 

 Net AV 

 Base AV 

 Increment AV 

 Increment Revenue 

 Annual debt service 

 TIF Resolution (not complete) 

 Revenue projections from original TIF document 

 TIF fund balance data 

 Expenditures from TIF districts other than debt service 

 Planned projects in TIF districts 

 Completed projects in TIF districts 
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