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Fiscal Estimate Narratives
DOR 10/18/2013

LRB Number 13-2581/1 Introduction Number AB-0416 |Estimate Type  Original

Description
Sharing of tax increments

Assumptions Used in Arriving at Fiscal Estimate

The tax incremental finance (TIF) law permits villages, cities, and, to a limited extent, towns to finance
certain public improvements needed to encourage economic development. In order to create a TIF district, a
municipality must follow certain procedures, such as establishing a project plan, holding public hearings,
obtaining approval by a review board composed of various local officials, and adopting on a resolution
approving the creation of the TIF district. The Department of Revenue (DOR) must be notified of the creation
of the TIF district by October 1 of the year the TIF district is formed. The notice to the DOR must contain
findings that not less than 50% of the area in the proposed TIF district is blighted, in need of rehabilitation or
conservation work, suitable for industrial sites, or suitable for mixed-use development.

When a TIF district is created, the equalized value of the taxable property in the district becomes the
district's "base value". In subsequent years, as the TIF district develops and its equalized value changes, if
the current value is greater than the "base value" the difference between the two is referred to as the "value
increment". The property taxes levied by the municipality, county, school district, technical college district,
and any special districts on the "value increment” are retained by the municipality and used to repay the
costs of developing the TIF district.

Depending on the type of TIF district and the date of creation, incremental levies for a TIF district may be
collected for no more than 20, 23, or 27 years. In general, once the TIF district's costs are repaid, the district
is terminated, and the property taxes in the former TIF district are shared with the overlying taxing
jurisdictions in the same manner as non-TIF property taxes are shared.

If a municipal board determines that the projected incremental levies of a TIF district are likely to be
insufficient to be sufficient to meet the TIF district's financial obligations, a TIF district that has paid off its
costs but has not reached its mandatory termination date may become a donor TIF. This means that the TIF
district continues to generate tax increments, but these increments are forwarded to the TIF district that is in
financial distress.

Current law also permits a town, village, city, or county to create an environmental remediation tax
incremental financing (ERTIF) district to recover the cost of remediating contaminated property. The
financial operation of an ERTIF is essentially the same as for a regular TIF district. The maximum life of an
ERTIF is 23 years. As with a regular TIF district, if a municipal board determines that the incremental levies
of an ERTIF are likely to be insufficient to meet the ERTIF's financial obligations, an ERTIF that has not
reached its mandatory termination date may become a donor ERTIF.

Under current law, a TIF district can only be a donor to another TIF district within the same municipality, and
an ERTIF can only be a donor to another ERTIF within the same municipality.

Under the bill, a TIF district could be a donor to an ERTIF in the same municipality, and an ERTIF could be
a donor to a TIF district in the same municipality.

There were 16 ERTIF districts in 14 municipalities for the 2012/13 property tax year (see the attached list).
All but one of the 14 municipalities have an accompanying TIF district. The total estimated incremental levy
for these 16 ERTIF districts was about $1.54 million (or 0.43% of the state total incremental levy). There
were an additional 40 non-ERTIF districts in these municipalities with a total estimated incremental levy of
about $26.42 million (or 7.34% of the state total incremental levy). Given the smali number of ERTIF
districts, the number of cases in which a TIF district may become a donor to an ERTIF district (or vice versa)
and the amount of incremental levies involved is expected to be small.

DOR administrative costs are expected to be absorbed within current budgetary resources.




Long-Range Fiscal Implications
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