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General Overview
Tax increment financing is an economic
development tool allowing local government to
finance the development or redevelopment of
designated areas and to attract industrial and
commercial development to those areas.
TIF Goals:

Job Creation
Wages and Income
Community Enhancement
Increased Local Spending
Build Tax Base
Economic Diversification
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General Overview (cont.)
Purpose of TIF:
TIF provides for the temporary allocation to
redevelopment districts of increased tax
proceeds in an allocation area generated by
increases in assessed value.




TIF permits local governments to use
increased tax revenues stimulated by
development to pay for the capital
improvements needed to induce the
development.
Depreciable personal property may be used
under certain circumstances.
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General Overview

(cont.)

Examples of Economic Development Projects
 Downtown redevelopment
 Industrial and office parks
 Expansion of infrastructure in a high growth
commercial/retail area
 Economic development incentives
 Business attraction/retention/expansion
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General Overview

(cont.)

A Redevelopment Commission created by a unit
may “freeze” the assessed value of property
within a given TIF “allocation area” prior to the
development or redevelopment of such area.
 The unit continues to receive property taxes
attributable to the value of the predevelopment
property.
 The unit may utilize the incremental value
created by new development or redevelopment
within the “allocation area” to pay costs of
infrastructure and other capital improvements
associated with such development or
redevelopment.
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General Overview (cont.)
Example:

 Redevelopment Commission determines that it will
redevelop an area (the “allocation area”).
 The assessed value of the allocation area is “frozen”
creating the “base assessed value” of the allocation
area, e.g., $100,000,000 AV.
 The following year, the assessed value of the
allocation area increases, e.g., to $110,000,000 –
the amount of increase in assessed value from the
base assessed value is the assessed value
“increment,” in this example $10,000,000.

6

General Overview


The amount taxed to the base assessed value remains with the tax
districts.




(cont.)

Base Assessed Value x Tax Rate = Taxes → County, School, Library, City/Town

The tax rate applied to the increased assessed value of the allocation
area generates tax increment used to finance the TIF improvements or
service TIF indebtedness.



Current NAV – Base NAV = Incremental AV
Incremental AV x Net property tax rate (per $100 AV) = TIF → RDC Allocation Fund



A unit may decide to only capture a percentage of the TIF increment at
the time the allocation area is established, thereby allowing a portion of
the increment to pass-through to the taxing districts.



The year after the tax increment is determined is the year which tax
increment is collected and applied to repayment of the TIF Bonds of the
allocation area.
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How TIF Works
How TIF works:
i.
Freeze property assessments at pre-development
levels in a designated area.
ii. Issue bonds to finance the costs of land, right of way
and other local public improvements in or serving the
area.
iii. As property value (and assessments) in area increase,
use incremental increase in tax revenues to meet debt
service on issued bonds.
iv. All public bodies benefiting from the redevelopment
share the costs of public improvements associated
therewith. When the development or redevelopment
costs have been paid, the tax allocation can be
discontinued and all public bodies enjoy the benefits of
increased property tax values.
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How TIF Works

(cont.)

Arguments in support of TIF:
i. TIF makes redevelopment self-financed.
ii. TIF permits local governments to offer
incentives to companies interested in
expanding or locating in the area.
iii. TIF shifts the risk of development and
redevelopment from taxpayers to
bondholders.
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How TIF Works

(cont.)

Arguments against TIF:
i.
TIF assumes all increment is caused by development.
a.
b.

ii.

Some increment may be the result of other forces such as
marketplace and demography;
Freezing tax base overlooks increased services other taxing
districts may be called on to provide and may limit the ability of
other taxing units to raise additional needed taxes or cause tax
rates to increase to provide needed revenues.

“Pure” TIF revenue bonds, where TIF revenues are the
sole security for the bonds, pose a greater risk to
investors and, as such, bear higher interest rates and
generally require higher reserves which reduces the
amount of TIF available for the improvements. If the
bonds are tax-backed, the taxpayers are assuming the
risks.
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Project Location Requirement


Pre-HEA 1001 (2008)
 TIF (or TIF Bonds) could fund projects located “in, serving or
benefiting” the Area



HEA 1001 (2008)
 Limits the use of TIF to projects that are inside or “physically
connected”
 IC 36-7-14-39: For projects undertaken by the “unit”, project must
be “physically located or physically connected to the allocation
area.”



However…
 IC 36-7-25-3 (unchanged): For projects undertaken by the RDC,
project must be located “in, serving or benefiting” the area
 IC 36-7-39(b)(J): For RDC expenses in or serving allocation area
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Procedures for Establishing an Area
to Implement Tax Increment Financing
 Establish Redevelopment Commission
 Prepare a redevelopment or economic development plan
 Redevelopment Commission adopts Declaratory Resolution,
plan, and factual report
 Plan Commission approval
 City/Town Council/County Commissioners approval of Plan
Commission Order
 Publish notice of public hearing and distribute Tax Impact
Statement
 Redevelopment Commission holds public hearing and adopts
Confirmatory Resolution
 City/Town Council/County Commissioners approval of creation
of Area (only for EDA)
 Redevelopment Commission records Resolution, notifies DLGF
and files documents with County Auditor
 Adopt Bond Resolution and issue bonds
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Organization of Redevelopment Commissioners


Municipal Redevelopment Commission – 5 Redevelopment Commissioners
- 3 appointed by the municipal executive, 2 appointed by the municipal
legislative body.



County Redevelopment Commission –
 For a county Redevelopment Commission having five (5) members, the county
executive will appoint three (3) members and the county fiscal body will appoint
two (2) members.
 For a county Redevelopment Commission having seven (7) members, the county
executive will appoint four (4) members and the county fiscal body will appoint
three (3) members.



Officers – President, Vice President and Secretary to be elected by
Redevelopment Commission members.



School Corporation Representative – Beginning July 1, 2008, the municipal
or county executive must appoint an individual to serve as a non-voting
advisor to the redevelopment commission who must be a member of the
school board of a school corporation that includes all or part of the territories
served by the Redevelopment Commission.
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Powers of Redevelopment Commission
Include 
 Levy taxes.
 Designate areas as economic development areas and designate all or part of these
areas as a tax increment allocation area.
 Acquire, by purchase, exchange, gift, grant, condemnation, or any combination,
personal property or real property needed for the redevelopment of blighted areas.
 Dispose of property on the terms and conditions the commission considers best for
the unit and its inhabitants.
 Prepare redevelopment and economic plans.
 Issue special taxing district bonds payable from ad valorem property taxes, tax
increment, project revenues, other available revenues, or a combination of sources.
 Enter into lease financing arrangements to lease projects that could be financed with
bonds.
 Sell, lease, or grant interests in real property acquired for redevelopment purposes to
any governmental agency for public ways, levees, sewerage, parks, playgrounds,
schools and other public purposes.
 Clear real property.
 Repair and maintain, remodel, rebuild, enlarge, or make major structural
improvements on structures acquired for redevelopment purposes.
 Exercise the power of eminent domain in the name of and within the unit boundaries
of the unit. A redevelopment commission may not exercise the power of eminent
domain without the prior approval of the legislative body of the unit that established
the redevelopment commission.
 Contract for the construction of local public improvements.
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Redevelopment or Economic Development Plan

The Redevelopment Commission, utilizing
personnel of the unit and/or outside consultants,
must prepare a redevelopment or economic
development plan that will provide evidence to
support the findings that the Redevelopment
Commission must make and describe the
redevelopment or development activities to be
undertaken.
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Declaratory Resolution
After the redevelopment plan or economic
development plan is completed, the
Redevelopment Commission must adopt a
“Declaratory Resolution” which describes the
economic development area, makes this area an
“allocation area,” adopts a plan of
redevelopment or economic development and
makes required statutory findings.
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Plan Commission Approval
 Following the adoption of a Declaratory
Resolution by the Redevelopment Commission,
the Plan Commission then determines by written
order whether the Declaratory Resolution and
the redevelopment or economic development
plan submitted by the Redevelopment
Commission conform to the plan of development
for the unit and approves or disapproves them.
 In Indianapolis this determination is made by the
Metropolitan Development Commission.
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Other Governmental Approvals
In units other than Indianapolis, the municipal
legislative body or county executive must then
approve the order of the Plan Commission.
In Indianapolis, the City-County Council’s approval
of any bond issue of the MDC is required.
Also, in Indianapolis and all other units, the
establishment of an economic development area
must be approved by the unit’s legislative body.
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Public Hearing and Confirmatory Resolution
 Following approval by the Plan Commission of the
Declaratory Resolution and the approval by the legislative
body of order of the Plan Commission, the Redevelopment
Commission then publishes notice of the approval of the
Declaratory Resolution and gives notice of a public hearing
and meeting to adopt a “Confirmatory Resolution.”
 If the Declaratory Resolution includes a provision designating
the redevelopment area or economic development area an
“allocation area,” the Redevelopment Commission must also
file certain information with each taxing unit that is wholly or
partly in the allocation area, including the notice of the public
hearing and a statement disclosing in detail the economic and
tax impact of the allocation area.
 Construction contracts with Redevelopment Commissions are
subject to holding a common construction wage hearing.
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Required Filings & Reporting


Redevelopment Commission must record Confirmatory Resolution.



A Redevelopment Commission must notify the Department of Local Government Finance upon
declaration of an area as an “allocation area.”



Before the first March 1 following such a declaration, a Redevelopment Commission must file with
the County Auditor a copy of the allocation area map, the resolution declaring the allocation area,
and a list of parcel identification numbers of real property in the area.



March 15 – Redevelopment Commission report to unit Executive and DLGF on prior year
activities.



July 15 – A Redevelopment Commission is required to make a determination before July 15 of
each year with respect to the amount of incremental taxes to be raised in the following year.



If the Redevelopment Commission intends to collect less than the entire amount of potential
incremental taxes in the following year, it must give notice to that effect to the County Auditor by
July 15.



August 1 – HEA 1116 (2013) – Redevelopment Commission report to unit Fiscal Body on prior
year financial and debt information.



October 1 – HEA 1116 (2013) – Fiscal Body provides comprehensive report to DLGF.

20

Issuance of Bonds


A Redevelopment Commission may, upon adoption of a “Bond Resolution,”
issue bonds to finance development or redevelopment within the economic
development or redevelopment area.



Unless the bonds are secured by a special benefits tax, debt service on
such bonds is paid from the increase in property tax revenues (i.e., the TIF
revenues) attributable to improved properties within the allocation area.



TIF revenues pay costs associated with infrastructure which, in turn, allows
for development or redevelopment.



As a unit maintains its original tax base during a given time period, the unit
will benefit over such time period as the “allocation area” matures and
contributes increased property tax revenues to the unit.



Once bonds are paid, the “allocation area” may be discontinued.
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Types of TIF Bonds
“Pure” Tax Increment Bonds  All increased
taxes over the base assessment go to pay off
the bonds and no other source of payment is
used.
 Advantages:





No debt limit.
Can be sold at private sale.
No special tax levy is needed.
Petition/remonstrance procedures not applicable.

 Disadvantage:
 Interest rate may be higher because the risk to
bondholders is greater.
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Types of TIF Bonds (cont.)
Special Benefits Tax Bonds  A special tax levy in the
redevelopment district raises taxes to pay off the bonds
and no other source of payment is used.
 Advantages:
 Offer greater security to the bondholder (which should result in a
lower interest rate).
 Simpler financing structure (e.g., no reserve fund is needed).

 Disadvantages:
 Require that a new tax be levied.
 Petition/remonstrance procedures may have to be followed to
the extent that the purpose of the bond issue is considered a
controlled project.
 Debt limit considerations.
 Bonds must be sold by public bid.
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Types of TIF Bonds (cont.)
Hybrid Bonds  Tax increment is used as the primary source of
payment, but if it is not sufficient, a special tax is levied.
 Advantages:
 Flexible because they offer the best of both worlds in that they might not
require the raising of taxes, but there is that option.
 Can be used for a smaller redevelopment or economic development area
where not much increment is generated.
 No debt service reserve is needed because a tax can always be levied for
any shortfall in the available increment.
 Can be sold at private sale.
 If a Redevelopment Commission can reasonably expect to pay debt service
from the tax increment revenues or if the cost of the project financed will not
exceed the controlled project amount, the petition/remonstrance procedures
need not be followed.

 Disadvantages:
 Might require the imposition of a special tax.
 Debt limit considerations.
 Might tie up TIF so as to prohibit a future pure TIF bond issue.
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Type of TIF Bonds (cont.)
Lease Financing Bonds  Lease financing is frequently available to
finance projects that a political subdivision would ordinarily finance
with general obligation bonds.
 Lease financing is accomplished through the creation of a
Redevelopment Authority which serves as a leasing entity.
 The Redevelopment Authority issues the bonds and construct the
project which consist of any property that the Redevelopment
Commission could finance with bonds.
 The project is leased to the Redevelopment Commission and the
lease would be paid from TIF, a “general obligation” tax, COIT,
project revenues, any other revenues available to the
Redevelopment Commission or the unit, or a combination of these
sources.
 No taxpayer petition is required for the bonds, no debt of the
redevelopment district or the unit is created and project revenue can
be used to pay debt service.
 A public hearing is required before the lease can be executed and
approval of the fiscal body of the unit must be obtained.
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Joint Economic Development Projects
Municipalities may undertake joint economic
development or redevelopment projects with
counties or other municipalities in contiguous
areas (and may capture TIF) from those joint
and contiguous areas.
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Expansion of TIF Areas
Old IEDC Requirement – Previously, an Allocation Area could only be
expanded if:
 The unit finds that the existing Area does not generate sufficient TIF
to meet the financial obligations of the “original project”; OR
 The Indiana Economic Development Corporation makes findings
that the expansion will:





Lead to increased investment in Indiana
Create or retain jobs
Have a positive impact on the unit in which the project is located
Otherwise benefit the people of Indiana by increasing opportunities for
employment and strengthening the Indiana economy

Now – No “findings” or IEDC approval needed. The RDC must go
through all of the statutory requirements for the creation of a new
redevelopment area or economic development area in order to
effect such enlargement.
IC 36-7-14-15, 16, 17, 17.5 and 41(c).
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Consider When Creating & Expanding
TIF Areas and Adding Projects
Establish bigger Area to begin with OR
Establish a smaller (project-specific) area and
later create new separate Area(s)







Consider future assessed value of area
25-year TIF AA limit from date of bond obligation
The need to leverage TIF for future projects
Statutory process and timing
Size and cost of project
Developer may only guarantee bonds for a
specific project site
 Abatement
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Sharing the Benefits of TIF Projects
with Tax Units & Taxpayers
 Pass-thru Excess TIF Assessed Value
 Only capture a portion of the TIF
 Example: Capture 90% of the incremental assessed value
and pass through 10% to overlapping taxing units.

 Keep the Term of the TIF Bonds short
 Example: 10-15 year bond term; capture 100% of the TIF /
no tax abatement; within 10 to 15 years, 100% of the new
incremental assessed value will be added to the tax base.

 Pay-off TIF Bonds early
 Example: Issue 20-year Bonds, but pay-off early with surplus
TIF; structure bonds for 150% coverage to allow build-up of
surplus.

 Communicate Purpose and Value of TIF

29

Thank you…
Kostas A. Poulakidas, Esq.
Krieg DeVault LLP
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kpoulakidas@kdlegal.com
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