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COUNTY OF MILWAUKEE
INTEROFFICE COMMUNICATION



DATE:		July 5, 2016

TO:	Supervisor Steve Taylor, Chair, Economic & Community Development Committee

FROM:	James Tarantino, Director, Department of Administrative Services-Economic Development

SUBJECT:	Tax Incremental Financing as a Municipal Economic Development Tool (Informational Only)

REQUEST 
There is no request at this time, this report is for informational purposes only.

BACKGROUND 
An informational report regarding the use of Tax Incremental Financing was provided in September, 2015 (File #15-597).  This is an update and expansion of that report.
TIF Overview
[bookmark: _GoBack]Wisconsin’s Tax Incremental Finance (TIF) program was created by the State legislature in 1975, and the first districts (TIDs) were created in 1976. TIF is aimed at eliminating blight, rehabilitating declining property values, promoting industry, or encouraging mixed-use development. TIF works as a financing tool that municipalities (Cities, Towns, and Villages) can use to promote tax base expansion in which the municipality accrues debt to support a project, which is then repaid with increased property taxes created by that project.  Provisions of the “TIF Law” are outlined in Wisconsin Statute sections 66.1105 (City/Village), 66.1106 (Environmental Remediation) and 60.85 (Town).
When a TIF district is created the aggregate equalized value of taxable and certain municipal owned property is established by the Department of Revenue (DOR). This is called the Tax Incremental Base. The municipality then creates public infrastructure improvements, new businesses are created or grow within the TID, and property values increase. Taxes paid on the increased value are used to pay for the infrastructure projects undertaken by the municipality, this is known as the Tax Increment. It is based on the increased values in the TID and levies of all the taxing jurisdictions that share the tax base.
The municipality, county, school districts, and other taxing jurisdictions do not benefit from taxes collected on value increases in the district until project costs have been recovered and the TID is closed. After that, the added value is included in the apportionment process and everyone gains from the increment.  The underlying assumption of the TIF Law is that no new development would have taken place if the municipality had not created the TID. Public improvement costs needed to develop or redevelop the area would have been too prohibitive for the municipality and/or developer to do alone.  TIF provides a way for all entities benefiting from the expanded tax base to help pay the costs of promoting it.

Joint Review Board
When a municipality decides to create a TIF district, it must notify the affected taxing entities of its intention and hold public hearings to allow all interested parties to be heard.  There are two methods that a municipality can choose to hold the required public hearings. It can hold separate public hearings, one to consider the boundaries and one for the project plan or it can hold a combined hearing.  In either case the Planning Commission of the municipality initiates the process including developing the project plan, holding the public hearings, and recommending district boundaries. The municipal legislative body (Common Council or Village Board) reviews the Planning Commission recommendations, approves the project plan, creates the district, and defines its boundaries.  A Joint Review Board (JRB) must also approve the proposal.  Milwaukee County is one of the five members of the JRB for TIDs within the County, and the County Executive or his designee serves as the representative.
The JRB’s decision to approve or deny the proposal must be narrowly based on three criteria. First is whether the expected development would occur without using TIF (the “butfor” test); second is whether the economic benefits are sufficient to compensate for the cost of improvements; and third whether the benefits outweigh the anticipated tax increments to be paid by property owners in overlying districts.
Depending on the property tax rate of the municipality, the County’s property tax revenue is roughly 18-23% of the total tax collected.  During the life of a TID, this property tax revenue is deferred which would otherwise go to Milwaukee County to fund services and other financial obligations.  Some of these services could include investments in County Parks, transit, or County highway improvements.  As such, the County’s designee on JRBs may identify and recommend inclusion in a TID project plan of parks, transportation, or other County infrastructure within the District.  

RECOMMENDATION 
There is no recommendation at this time, this report is for informational purposes only.  The designee of Milwaukee County that serves on the JRB will continue to work with other County departments to identify potential TIF-eligible contributions to improve County infrastructure.
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