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Understanding Your TIF Statute



What is TIF?
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▪ Area-based, local government-controlled, 

public/private finance tool

▪ Authorized by state statutes in 49 states and 

the District of Columbia

▪ Captures incremental tax revenues in a 

defined geographic area for reinvestment in 

that area

▪ Flexible, powerful tool to foster high quality 

development and redevelopment
Sample TIF District Boundary



Basic Structure of TIF
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Revenues diverted for TIF-

eligible purposes

Revenues continue to flow 

to normal taxing bodies

TIF Fund

Pledged to 

support bond debt service

Used to 

Reimburse developer for 

environmental cleanup

Used to

Directly fund public 

infrastructure

Usually 20+ years depending on state 

statute/other factors

•Most commonly applied to property taxes on real estate

•Some states allow other types of incremental revenues as well



Key Components of TIF Statutes
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▪ Public purpose of TIF

▪ Required findings and procedures for designating/amending a TIF district

▪ Procedures for calculating and capturing the incremental revenues

▪ Eligible uses of TIF funds

▪ Available financing structures

▪ District length and termination conditions

▪ Relationship between TIF creating agency and other taxing bodies

▪ Administrative structure/procedures for TIF



Public Purpose of TIF
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▪ Illinois: Initially authorized in 1974; Strong emphasis on eliminating blight and the 

threat of blight, while fostering private investment. 

▪ Sample excerpt: “…the decline of these areas impairs the value of private investments and threatens 

the sound growth and the tax base of taxing districts in such areas, and threatens the health, safety, 

morals, and welfare of the public”

▪ Florida: Initially authorized in 1969; purposes include:

▪ Blight elimination and slum clearance

▪ Revamping of coastal tourist and resort areas

▪ Preserving and enhancing tax base

▪ Addressing shortages of affordable housing



Public Purpose of TIF, cont.
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▪ Kentucky: Initially authorized in 2000; Essentially concludes that investments that drive 

increases in property values and/or jobs serve a desirable public purpose.  

▪ Texas: Initially authorized in 1987; Focus is on areas that would not be likely to develop 

on their own without intervention.  

▪ New Mexico: Initially authorized in 2006: “The purpose...is to create a mechanism…for 

the purpose of supporting economic development and job creation.” 



TIF District Designation
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▪ Blight finding is a common component for TIF creation in many states

▪ Blight finding can be controversial and subject to scrutiny from project opponents and 

general public

▪ Example: 3 major paths to designation of a TIF in Illinois:

▪ Blighted Area- Improved: Needs 5+ eligibility factors to be present to a meaningful extent and 

reasonably distributed throughout the proposed TIF area.  For example: deterioration of structures, 

excessive vacancies, obsolescence of structures, etc.

▪ Conservation Area- Improved: More than 50% of structures are more than 35 years old, and 3+ 

eligibility actors are present. 

▪ Blighted Area- Vacant: 2+ eligibility factors are present.  For examples: obsolete platting, overly 

fragmented ownership of vacant parcels, lack of growth in equalized assessed value, etc.



Sample Eligibility Factors/Constraints – Quantitative
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▪ Real Estate
• Minimum land area

• Maximum vacant land as % of total area

• Maximum % of total municipal assessed value

• Building age(s)

• % of the area must be found to be blighted/in need of conservation

• Time since annexation

• Tax delinquency

• Defective title

• Historic property value growth

▪ Labor Force/Demographics
• Unemployment rate

• Income levels



Sample Eligibility Factors/Constraints – Qualitative
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▪ Deterioration 
▪ Buildings

▪ Site improvements (public and/or private)

▪ Defective or inadequate street layout

▪ Faulty lot layout

▪ Inadequate light, air or open space

▪ Obsolescence

▪ Lack of community planning

▪ Environmental contamination

▪ Excessive, persistent vacancy

▪ Endanger public health, safety, welfare- constitutes an economic or social liability 



Other Commonly Required Findings
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▪ Lack of Growth (backward-looking)

▪ “But for” (forward-looking)

▪ Consistency with Other Policy or Regulations

• Plans

• Zoning

▪ Potential Fiscal Impacts



Other Plan Components and Procedures
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▪ Plan
▪ Goals and Objectives/Proposed Projects

▪ Land Acquisition Plan

▪ Budget

▪ Financial Plan or Feasibility Study

▪ Estimated Base Value

▪ Parcel List

▪ Legal Description

▪ Procedures
▪ Mailings

▪ Public Notices

▪ Hearings



What Revenues can TIF Capture?
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▪ Taxes on Real Property

▪ Taxes on Personal Property

▪ Sales tax

▪ Hotel/restaurant taxes

▪ Local Occupational Taxes (Payroll and Business License Taxes)

▪ State sales and income taxes (typically via state-regulated overlay processes)



What Costs Can TIF Pay For?
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Core categories most commonly allowable:
▪ Public infrastructure/facilities

▪ Site assembly, prep, cleanup (Public or Private)

▪ Public planning, admin, and other “soft costs” for TIF administration

▪ Interest and issuance costs on financings that monetize TIF revenues

Other categories sometimes allowable:
▪ Private buildings (rehab more commonly than new construction)

▪ Affordable housing construction

▪ Other activities (e.g. job training, relocation costs)

▪ Transportation improvements (stations, right of way, etc.)
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TIF Capacity Testing

Simplified Example: 
TIF Capacity Testing and Budget

CDFA Advanced TIF Guide 
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“But For…”

▪ Concept is explicitly or implicitly present in many 

TIF statutes

▪ Generally a finding is needed at the time of 

district creation

▪ Best practice: also evaluate on a project-by-

project basis after the TIF is created

▪ Guards against over-subsidizing projects

▪ Demonstrates that TIF is being used judiciously 

▪ Reduces the appearance of arbitrariness 



TIF From the Perspective of Other Taxing Bodies
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Taxes available to other 
taxing jurisdictions 

during TIF life

Taxes foregone to 
spur 

redevelopment

After TIF 
Expiration: 

All tax base released to 
normal taxing 
jurisdictions



TIF Law and Other Taxing Jurisdictions
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▪ Requirement to engage with affected taxing bodies prior to designation varies 

depending on state law
▪ Some can opt out

▪ Some can heighten municipal vote required for adoption

▪ Some serve a solely advisory function

▪ It is common practice to reach out when considering TIF, regardless of legal requirements

▪ Negotiation of an interlocal agreement may be needed as part of the TIF adoption 

process

▪ Accountability and transparency are key when using TIF
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TIF Administration and Governance

▪ Often administered directly by the municipality who created the TIF, with ongoing 

public reporting to the other taxing jurisdictions

▪ Some TIF statutes automatically include an administrative body

▪ Example: in Florida, adoption of TIF is inherently linked to creation of a Community Redevelopment 

Agency

▪ In Texas, the TIF creation process includes designation of a 5 to 15 member TIF Board that includes 

representation from all affected taxing jurisdictions



19

In Closing…

▪ Understand and follow the intent of the statute!

▪ Thoughtful, transparent TIF policy is always a good idea, regardless of the specifics of 

state law

▪ Consult CDFA’s extensive resources on TIF statutes and case studies at: 

https://www.cdfa.net/cdfa/cdfaweb.nsf/resourcecenters/tif.html

https://www.cdfa.net/cdfa/cdfaweb.nsf/resourcecenters/tif.html
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