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When Should TIF Be Used?
• To Address Blight and 

Potential Blight
– Deterioration
– Infrastructure
– Lagging Development

• Affordable Housing
• Community Facilities   
• To Compete
• As an Incentive
• To Seize Opportunity
• To Attain a Vision



For What Expenditures?

• Public Realm
– Site Assembly
– Demolition and Remediation
– Infrastructure
– Public Facilities

• Developer Assistance
– Financing Gap
– Extraordinary Site Costs
– Higher Public Standards
– Incentive for Achieving Public 

Goal Such as 
Mixed Income or Affordable 
Housing



Is This a Project to Assist?

• Public Policy Goals
• Fiscal Benefits vs. Direct Costs
• Catalytic Impacts
• Job Creation and Accessibility, 

Immediate and Long Term
• Indirect/Intangible Impacts

– Anchor Complementary & 
Linked Development

– Add Employees to a 
Downtown

– Encourage Civic Engagement
• Need for Assistance



Evaluating a Project—Fiscal 
Benefits

• Incremental Property Tax
– Realistic Estimates
– Accurate Projections

• Other Tax Revenues (Impt. In Illinois)
• Direct Additional Public Costs
• Indirect Public Costs for Education & 

Services



Determining Gap and Need

• Extraordinary Costs
– Land
– Demolition
– Cleanup
– Soils

• Competition
• Financing Gaps



Reviewing Project Costs

• Completeness: Consideration of Undergrounds, 
Environmental, Soil and Other Conditions

• Detail Adequate to Understand Project and Costs 
at Least at R. S. Means Levels

• Benchmark Against Industry Data
• Engineer’s Estimates of Probable Cost
• Construction Cost Review by Estimators
• Market Data on Land Acquisition
• Market/Industry Norms on Soft Costs



Evaluating Project Revenues and 
Returns

• Market Analysis
• Pre-Sales
• Letters of Intent and Leases
• Risk Adjusted Returns
• Benchmark R o I on Investment Properties

– Current
– IRR on Holding Period

• Benchmark Profit on Sales on For-Sale Product





Competitive Conditions

• Business Climate
• Labor Force
• Alternative Sites
• Incentives Offered by Competitors
• Operating and Transportation Costs
• Location Relative to Market for Retailers

(Typically More of an Issue in Sales Tax Sharing 
States Like IL and OH)



Structuring the Deal

• What is the Need and Risk?
• Timing
• Grants
• Loans
• Clawbacks
• Resets/Stop Assistance
• Profit Sharing



Monetizing Assistance

• Front Funding from 
Municipal Sources
– General Obligation Bonds
– Sales Tax Revenue Bonds

• Loan Structures
– Economic Development 

Corp
– Mortgage Layers

• Developer Notes/Special 
Revenue Bonds



Conclusion

• Use TIF to Achieve Public Policy Goals
• Evaluate Each Deal as to Need
• Structure to Meet Type of Need But Protect 

Public
• Share in Upside Through Soft-Second 

and/or Profit Sharing
• Seize the Future as Well as Fix the Past



Win/Win



Resources
• Planning & Urban Design Standards, John Wiley & American Planning Association, 

2006, Part 6-4 “Revitalization and Economic Development” and 6-6 “Real Estate 
Development.”

• Public Incentives for Development, Real Estate Issues, The Counselors of Real Estate, 
August, 1995

• Building Owners & Management Association International. http://www.boma.org
• Institute of Real Estate Management. http://www.irem.org
• The Business of Building, Measuring Your Success, 2001 Cost of Doing Business Study. 

Washington, D.C.: National Association of Home Builders.
• Real Estate Research Corporation, Real Estate Report. www.RERC.com
• PricewaterhouseCoopers. Korpacz Real Estate Investor Survey  

korpacz.survey@us.pwc.com
• National Building Cost Manual. Carlsbad, CA: Craftsman Book Company
• RSMeans Square Foot Costs. www.rsmeans.com
• Dollar & Cents of Shopping Centers. Washington, D.C.: ULI-the Urban Land Institute.
• Dollar & Cents of Multi-family Housing: A Survey of Income and Expenses in Rental 

Apartment Communities. Washington, D.C.: ULI-the Urban Land Institute.
• American Council of Life Insurers. 2004. Commercial Mortgage Commitments, 

Washington, D.C.: American Council of Life Insurers.



• Development Strategies
• Public-Private Partnerships
• Market & Financial Feasibility
• Area Plans & Implementation
• Developer Solicitation
• Tax Increment Financing
• Special Service Areas
• Fiscal Impact
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