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Tax Incremental Financing (TIF)

Since the 1970’s, Wisconsin Municipalities have been afforded the opportunity to create tax increment districts
(TIDs) as the most widely used economic development tool. As communities grow and/or are in need of
redevelopment/rehabilitation, the tax incremental finance law is the single most important economic
development tool available to assist in providing assistance to cause the development or redevelopment to
occur.

Currently, there are several different types of TIDs that municipalities can create:

Industrial

Mixed Use

Blight Elimination
Conservation/ Rehabilitation
Environmental Remediation

To create a TID, statute requires that at least 50% of the land within the boundary of a TID be suitable for one
of the above general classifications of TIDs. Dependent upon the type of district, the maximum life of a TID
can vary. Currently districts have life cycles of between 20 and 27 years.

TID Premise
The premise behind the use of TID is that “...but for the use of TID the development would not occur...” This
is the key underpinning test of TIDs. The test been applied in a variety of ways, some of which are as follows:

“But for the use of TID development:

would not occur at all;

would not occur in the same time frame;
would not occur with the same value;

would not occur with the same amenities; or
would not occur with the same job creation.”

With the positive application of the “but for” test, there is no loss in tax revenues by the various taxing
jurisdictions due to the development not being there without the use of a TID.

How TIF Works

When creating a TID the first step in the process is to define the boundary of the proposed district. Once the
boundary is defined, a value of the real and personal property of the TID is established which is called the “base
value”. The base value of the TID continues to be taxed by all taxing jurisdictions (school district, technical
college, county and municipality); in other words, each taxing jurisdiction continues to receive their piece of the
tax “pie.”
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With the authority of a TID, the municipality “causes” development to occur through the installation of
infrastructure, development incentives, land acquisition, environmental remediation, etc. As development,
and/or redevelopment occur the value that is created is called the increment. The increment is then taxed at the
same rate as the base value; however, the tax revenues that the incremental value generates are received by the
TID to pay for the improvements that “caused” the development.

Types of TID Projects

Tax increment districts have been used for a variety of projects throughout its history. Common projects that
municipalities include within districts include any infrastructure to support the development. Infrastructure
typically includes sewer & water mains, roadways, storm sewers, electrical and communication grids.

Municipalities have also used TID to purchase raw land for industrial development, purchase blighted and/or
dilapidated properties for redevelopment, write down the cost of land for a third party (direct development
incentive), etc. When development within a TID causes the need to construct major infrastructure items, TID
has been used to pay for all, or a portion of wastewater treatment plant expansion, interceptor sewers, water
supply infrastructure, water storage, water treatment plants, electrical substations, etc.

There have been instances where TID has been used to develop industrial incubator buildings, clean-up
environmental contamination, traffic controls and other street amenities, and purchase of specialized equipment
to service the district, and provide direct development assistance to private entities. Overall, projects can be
broadly defined provided the “but for” question can be answered positively that development is assisted by the
expenditure of public funds through a TID.

TID Process

Although the process varies by type of district and whether you are creating a new district or amending an
existing district; statute dictates several steps necessary in the process. The standard steps municipalities must
undertake to create and/amend a TID are as follows:

e Form a joint review board (JRB) prior to holding a public hearing

e Hold a public hearing on the creation or amendment of a TID by Planning Commission (PC) or
Community Development Authority (CDA)

e Approval of creation or amendment of TID by PC/CDA

e Council/Board approval of creation or amendment of TID

o JRB approval of creation or amendment

The process from start to finish will take between 45 and 90 days, dependent upon type of action and meeting
schedule. Once a district is created, the boundaries of the district may be amended (additions or subtractions)
four times. The project plan (types of projects and/or cost of projects) can be amended throughout the life of
the district.

Expenditures within the district can be made up to five years prior to the standard statutory closure of the
district.
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Graphic lllustration of Tax Incremental Financing
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