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CHARTl
Tax Increment Financing (TIF) is one of the few tools
available for municipalities to spur economic development.
The use of TIF all too often sets local government at odds
with school districts; this should not be the case as a properly
designed TIF district is beneficial to all.

TIF works by harnessing increased Equalized Assessed Value
(EAV) of properties within the TIF so that municipalities can
use it to incentivize development and reinvestment, thereby
attracting jobs and increasing the tax base. The base EAV
that existed at the time the TIF is created is not affected
by TIF; therefore, the only diverted revenue is the new EAV
above the base EAV. TIF is design.ed to spur development
in areas that would not be subject to growth, but for the
use of TIF, and so it is TIF that creates the new revenue and
keeps values from continuing to decline. In this manner,
taxing districts do not lose any existing revenue and are only
delayed from sharing in new revenue that would not have
been created if the TIF was not established.
As Chart 1 shows, the end result of TIF is an increased tax
base (EAV) for all. A successful TIF drives development,
improves the local economy, creates jobs and prosperity
and raises living standards in the community. Without
TIF, blight would continue to exist and spread, causing an
exodus of families and businesses, leading to increased
crime, unemployment and the continued deterioration of
properties and tax revenue.
While municipalities often measure success of a TIF by
the increase of property values within the TIF, they often
do not take the time to measure job growth or other
metrics on neighborhood stabilization. It is well known that
involuntary unemployment impacts family stability and a
child's educational development. When considering job
creation, taxing districts should consider the "multiplier
effect," which measures the impact on other industries from
an increase in economic activity in a specific industry. The
Manufacturers' Alliance for Productivity and Innovation, a
nonprofit organization, indicates that for every full-time
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equivalent job in manufacturing, there are 3.4 full-time
equivalent jobs created in nonmanufacturing industries.
In addition to the multipliers for jobs, taxing bodies enjoy
a multiplier for their tax base. Employed individuals have
greater wages to reinvest in their homes, thereby increasing
property values located outside of TIFs. They have greater
disposable income, thereby increasing sales taxes paid to
counties and municipalities. Those employed individuals also
have increased income, thereby paying greater amounts of
federal and state income taxes.
Unfortunately, there is minimal information concerning the
number of jobs created by businesses within TIF districts in
Illinois. What is tracked is growth in property values within
the TIF. Table 1 identifies increases in value for a handful of
TIFs. Those TIFs identified with an asterisk"*" are ongoing
TIFs; the other TIFs have ended. As such, the "Annual
New Tax to Taxing Districts" column identifies new taxes
created by the TIF that are being paid to taxing districts
each year after a TIF is closed out. For those TIFs that are
not closed, those annual dollars are being utilized by the
TIFs to reimburse the business for its capital investments as
incentive for having located in those municipalities.
Since job creation isn't tracked by every municipality, this
article will only reference those TIFs for which its authors
have had personal involvement or for which the authors
were able to speak to officials, consultants or industries that
were part of the TIF.

The Springfield TIF has generated
hundreds of jobs. Park South was
once the site of the abandoned FiatAllis heavy equipment manufacturing
plant and testing grounds. Now there
are nearly 50 businesses located in
Park South, which includes the Illinois
Association of School Boards, the
Illinois State Police Credit Union, HD
Smith Wholesale Drug Company's
headquarters and Memorial Physician
Services. It is worthy to note that,
at the close of this TIF district, the
city declared a surplus of nearly $6.5
million that was distributed back to
the various taxing districts.
The Rockton/Beloit Corp TIF was
comprised of an environmental
superfund site. Rockton was
able to utilize the TIF to attract a
worldwide manufacturer, Chemtool.
Chemtool was also considering sites
in Wisconsin and other counties in
Illinois. Chemtool created in excess
of 500 manufacturing, office and
research and development jobs,
while also remediating some of the
remaining environmental issues.
The Loves Park/Zenith Cutter TIF
was able to attract Woodward,
Inc., a publicly-traded company
manufacturing fuel systems for every
commercial plane in existence. Loves
Park was competing with locations
in Wisconsin and South Carolina.
Woodward has invested over $400
million in its newly constructed
450,000 square foot facility and plans
to have 2,200 full-time employees
at this facility by 2021. Many of its
positions will be skilled manufacturing
and engineering positions. To meet
demand created by new business
for engineers, Northern Illinois
University (NIU) partnered with the
local community college to offer an
affordable four-year engineering
degree at the community college
campus. The entire four-year program
was last reported to cost a student
only $40,000.
The City of Rockford utilized a TIF
to assist Swedish American Hospital,

"but for" test regarding the likelihood
of development without incentives,
there are specific limitations on the
use of the funds. Principal among
the restrictions is the prohibition on
using the money for new vertical
construction - new buildings. This is
not true of TIF in neighboring states
such as Wisconsin and Indiana. The
merits of restrictions and the impact
on border municipalities is a subject
for another article, but bears note
that less restrictive use of TIF dollars
would put more people to work in
Illinois and do even more to spur
local economies.

now a University of Wisconsin
Hospital, to expand and reinvest
in a central part of the city. The
hospital was out of room to expand
and the risk of relocating was a
concern for city officials. Hospitals
not only provide a vital service to
residents, but they are job creators.
Swedish American employs 3,000
people, 2,000 of which are at its
main campus located in the Seventh
Street TIF. Swedish American has
invested approximately $600 million
in this TIF. In partnership with the
city, the hospital also invested in a
program to demolish, rehabilitate
and construct new homes in the
neighborhood around the hospital,
with the overall result being the
improvement and stabilization of the
entire neighborhood.

Despite the economic benefits, an
increasing number of taxing bodies,
usually schools, have been vocal
in opposing TIFs. This is, in part,
because the need to increase tax
revenues in Illinois is limited for
many taxing bodies by the Property
Tax Extension Law Limit (PTELL).
PTELL limits levy increases to
the lesser of 5% or the consumer

As these projects demonstrate,
the proper use of TIF results in
direct benefit to all taxing bodies
as evidenced, in part, by increased
EAV that provides more revenue
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Rockton/Beloit Corp'

3.275.052

15,000,000

330,168

Loves Park/Zenith Cutter'

9,564,043

400,000,000

1,137,404
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Rockford/Seventh Street
Chicago/Central Loop

5,004.447

600,000,000

750,000

1,615,000,000

1,374,503,716

77,784,000

Springfield/Park South

19.812,350

81,200,000

1,610,097

Moline/Bethany Home

2,152,987

12,519,187

189,400

DeKalb/County Nursing Home

3,693,713

13,500,000

303.556

9,794,666

37,200,000

880,639

Salem/West Side
'see narrative

to all. During a TIF, no pre-existing
revenue is lost, and there are a
number of ways to share the benefits
if municipalities and school districts
cooperate in the betterment of their
collective economy.
Municipalities often have to be
creative in utilizing TIF, given that
Illinois TIF is more restrictive than TIF
in neighboring states. In addition to
meeting the tests for blight and the

price index. unless a taxing body
goes to referendum. This causes a
great strain on the ability of local
taxing bodies to meet rising costs.
New development, however, is not
constrained by these limitations.
As a result, taxing bodies see TIF
as preventing them from gaining
new taxes from the developments
located in the TIF. but lose sight of
the original "but for" TIF requirement
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that the new taxes would not exist
without the TIF. It is easy to point to
TIF EAV growth as deferred tax base
and be blind to the greater good in
stabilizing and/or growing values and
creating jobs.
State funding offers some protection
to school districts during the TIF
process, which is funded pursuant to
the foundation formula. A majority
of Illinois school districts are funded
based upon the foundation formula,
and in those cases, school funding
from the state relies on two primary
sources. Local property taxes and
the general state aid (GSA) offered
to local school districts. The higher
the property tax receipts the lower
the GSA and conversely, the lower
the property tax receipts, the higher
the GSA. A frequently overlooked
aspect of TIF is that the increased
EAV in the TIF is not included in the
foundation formula. As a result, a
local school district is "buffered"
by the GSA formula in that it is not
penalized for a tax base that it can't
tax (e.g., TIF EAV). Thus, the school
district gets to retain GSA that it
would otherwise lose if EAV growth
occurred outside the TIF. Note that
a school district's local "resources,"
which include property tax base
(taxable EAV) and CPPRT, still applies
in the new evidence-based funding

formula under the Investment in Kids
Act (Public Act 100-0465, effective
August 31, 2017).
Municipalities can partner with their
school districts to provide revenue
to them as long as all taxing bodies
are treated equally in the process
through surplus distributions from a
TIF. Or the TIF can help fund a school
district's vocation training program.
This can be achieved through an
intergovernmental agreement. It is
also possible to draw the boundaries
of TIF districts in such a way as to
include school buildings and allow for
assistance with school improvements.
While these are not always possible,
depending upon the revenue
anticipated to be generated and the
competing needs for those revenues
to attract development, open dialogue
in the planning process allows
municipalities to form a cooperative
partnership with local school districts
to discuss such options.
As noted, TIF is one of the few
economic development tools
available to municipalities and in
large part, it is misunderstood. Some
school districts have been wrongly

convinced that they lose money
when a TIF is created. This is not
accurate. A school district does not
lose any of its existing revenue and at
least for the time being, gets to retain
state funding that it would otherwise
lose absent the TIF. At the conclusion
of the TIF, the school district not
only shares in, but actually receives
the lion's share of the new EAV
revenue created. However, it also
loses a considerable amount of state
revenue by virtue of the added tax
base. School districts frequently
argue that TIF was not needed to
encourage development and the
school district would have received a
greater amount of tax dollars without
the TIF. This position simply ignores
that a TIF can't be established in
areas where development would
otherwise occur. Legally established
TIFs are set up where development
is not occurring and frequently in
areas where property taxes are
declining. More work needs to be
done to encourage dialogue between
school and municipal officials on how
to cooperate to make TIF a more
effective tool to continue to build the
tax base of our communities.

Gino Galluzzo and Gregory Cox are partners 1n Nicolosi Galluzzo, LLP.
a law firm emphasizing municipal law and economic development
since 1948. Mike Weber. D1rector of PGAV Planners 1n St Lou1s.
contributed valuable 1nformat1on for this art1cle. Contact Gino at (815)
265-6142 or ggalluzzo@lnicgal.com; contact Gregory at (815) 2656237 or gcox@n1cgal.com.

IML to Advocate in Support of TIF as New Task Force Created
Dunng the recent debate over the school
funding formula. Governor Bruce Rauner
proposed that the Equalized Assessed
Value (EAV) held within TIF districts
count toward available local properl y
wealth . Under current law. EAV within
TIF distncts 1s exempted from the overall
EAV considered available for calculat ing
state school funding payments. Allow1ng
th1s additional EAV into school funding
formula calculations could have reduced
state a1d to school districts with TIF
distric ts. This policy change could have
also created animus toward TIF as an
economic development tool.
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As a compromise w1th the Governor. the
General Assembly included a prov1s1on
creating a Tax Increment Finanong
Reform Task Force w1thin the scl1ool
funding law (P.A. 100-0465). The Task
Force is charged with studying existing
TIF laws and mak1ng recommendations
concerning TIF policy. Task Force
membership will cons1st of 12 members
of the General Assembly. Three members
will be appointed from each of the four
legislative caucus (House Democrat.
House Republican. Senate Democrat and
Senate Republican).
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The IllinoiS Municipal League (IML) will
act1vely mon1tor the appointments to
the Task Force and remain engaged
w1th 1ts activ1t1es in order to advocate 1n
support of the economiC development
benefits that TIF provides with respect
to addressing blight and revitalizing
communrties. IML will also keep
our members informed of any new
developments arising from th1s process.
The new law compels the Task Force to
1ssue 1ts report. along with its findings, on
or before Aprill . 2018.

East/West Elm Street
Tax Increment Financing (TIF) District
August, 2017
Background & Process
During the March, 2017 Village Council meeting, after reviewing Downtown
Master Plan implementation, the Village Council directed staff to seek
professional consulting assistance to determine if TIF was a feasible
consideration for the Elm Street commercial business district.
Thereafter, staff sought proposals from qualified consultants to evaluate TIF for
the Elm Street business district.
During the April 18, 2017 Village Council meeting, the Council approved an
agreement with Ehlers and Associates to perform this analysis.
The agreement with Ehlers and Associates was structured into three phases so
that at the conclusion of each phase, the Council would evaluate the results and
determine whether to continue with subsequent phases. The three phases
include:
•

Phase I, Feasibility Analysis – determine whether the area would
qualify statutorily and prepare a feasibility report to the Village. The
Feasibility Analysis was presented to the Village Council on July 11,
2017. The Council concurred with the results and directed staff and
the consultant to proceed with the next phase. On August 8, 2017 the
Village Council authorized Ehlers and Associates to proceed with
Phase II of the consulting agreement.

•

Phase II, Preparation of the Redevelopment Plan – prepare the
redevelopment plan as required by statute, legal descriptions, project
revenues and costs, and required certifications. This phase will also
include a presentation to the Village Council, and an ensuing Council
discussion to identify goals and objections, intergovernmental
considerations, and guiding principles for the project. This project work
is ongoing as of August, 2017.

•

Phase III, Adoption Process of TIF Project – The TIF act outlines a
specific adoption process including a public information meeting, Joint
Review Board, public hearings, ordinance development and
presentations to Village Council. This phase is not yet proceeding until
Phase II is concluded and agreed upon. It is anticipated that Phase III
could commence during the end of 2017 and continue into 2018.
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Feasibility Findings
The proposed Elm St. commercial area is recommended to be designated as a
“conservation area” under the TIF Act.
Under the TIF Act, a conservation area can be established when 50 percent or
more of the structures in the designated area have an age of 35 years or more.
This, along with a combination of three or more of the 13 eligibility criteria being
met would qualify as a “conservation area.”
The Feasibility study area found that more than 50 percent of the structures were
35 years old or older and met 5 of the 13 conservation area criteria including:
•
•
•
•
•

Deterioration
Inadequate Utilities
Excessive Land Coverage
Lack of Community Planning
Lagging Equalized Assessed Valuation (EAV)

Village Council Goals
The Village is seeking to establish a TIF District for the east and west Elm St.
commercial business area to fund needed infrastructure improvements.
The Village Council has expressed that it does not want to capture all of the
increment that is expected to be generated from the TIF District. The goal is to
only fund the needed projects relating to infrastructure.
Once project goals are achieved, the Village is amenable to ending the TIF early
or declaring a surplus that would allow revenue sharing with the taxing districts.
These considerations could be achieved by intergovernmental agreement
between the governmental entities. Any surplus would be distributed on a prorata basis to all of the effected taxing bodies
Rationale & Competing Resources
The rationale for the TIF is to capture the anticipated increases in equalized
assessed commercial property value from new development and inflation.
Allocate the increment revenue towards funding critical infrastructure needs
within the district; without increasing other taxes.
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The Village’s stormwater and overall infrastructure needs are significant. The
stormwater improvement plan for western and southwestern Winnetka is
estimated at $57 million in current dollars.
Given the substantial investment required to alleviate flooding in Winnetka, the
Village will be evaluating various funding mechanisms, including use of reserve
funds towards meeting this priority.
Understanding that stormwater improvements will require significant funding,
alternative sources of revenue are being evaluated to support badly needed
downtown improvements.
TIF Considerations
If a TIF is established, all taxing districts would continue to receive base EAV
property tax revenue from the designated TIF area.
Prior to Tax Year 2016, EAV from the Elm St. commercial business area had
significantly lagged compared to the overall community.
Public and private reinvestment is required in this area of the tax base in order to
grow the EAV, which will benefit all impacted taxing districts.
Targeted TIF investment will improve long term EAV growth in the district.
Any TIF funds declared as surplus and returned to the impacted taxing districts is
not subject to PTELL restrictions. There are no restrictions on how those funds
may be used once distributed from the TIF fund.
Overall Winnetka EAV growth has primarily resulted from residential
redevelopment (teardowns, additions, etc.) outside of the commercial districts.
Typical EAV growth exclusive of the proposed TIF area would not be impacted.
The TIF Act stipulates that while the TIF is in place, if students are generated
from housing redevelopment within the TIF district, a portion of the costs per
student can be reimbursed from the TIF fund according to the TIF Act’s
parameters.
One Winnetka Development
The One Winnetka mixed used development is the primary driver of the projected
property value increase in the TIF study area.
One Winnetka is proposing approximately 36 residential apartments, 5
townhomes, and 15 condominiums.
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One Winnetka is providing significant public benefit enhancements including new
above and below grade parking structure on the east public lot, underground
parking on Lincoln Avenue, new water main on Elm St, and streetscape
improvements along both sides of Elm and Lincoln adjacent to the development.
One Winnetka is a mixed used development proposing approximately 33,000
square feet of retail space on the first floor.
One Winnetka has not yet received final approval, although the Village
anticipates Council consideration of this development later this fall.
A number of outstanding issues are being finalized including easements, final
plats, infrastructure and project financing.
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