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FOREWORD 

The Civic Federation has monitored and evaluated the ta.. policies and financial practices of local 
governments in Northeastern Illinois for over a century. We have always taken a particular interest in 
evaluating the operation and impact of tax incentive programs provided by state and local government 
to spur ecnnomic development. 

Since the 1970s. tax increment financing (TIF) has been one of the most widely used tas incentive 
programs and economic development tools available to local governments in Illinois. TIF is designed 
to offer local governments the ability to promote projects in areas that would not otherwise receive 
investment. However. to date, there has been little effort to compile comparative data and conduct 
analyses that measure the tau and economic impact TIF has upon local government finances. To 
address the lack of research in this area, The Civic Federation joined with the lnstitute of Government 
and Public Affairs at the University of Illinois (IGPA) and the Metropolitan Planning Council to 
undertake the Northeastern Illinois Tax Increment Finance Project. 

The purpose of this study was twofold: 1) to evaluate the tax and economic development impact of TIF 
on the region and on selected municipalities; and 2) to provide a detailed description of the operation 
and performance of select TIF districts. We hope that the information in this study will not only shed 
some light upon the operation and impact of TlF in Northeastern Illinois. but will also stimulate 
discussion of the advantages and limitations of current municipal tax increment finance policy. 

The Northeastern Illinois Tax Increment Finance Project was prepared by a team of experts in tax 
increment finance. At this time, we would like to express a special word of thanks to the authors. 

Dr. Richard F. Dye, the Ernest A. Johnson Professor of Economics at Lake Forest College and 
Adjunct Professor at the Institute of Government and Public Affairs at the University of Illinois. 
who authored "A Comparative Analysis of Tax Increment Financing in Northeastern Illinois;" 
Krista Grimm, an independent consultant affiliated with the Metropolitan Planning Council, who 
authored the City of Chicago case studies: and 
David Silverman of S.B. Friedman & Company: a member of The Civic Federation. who authored 
the suburban Cook County case studies. 

We would also like to thank Peter Skoscy. Urban Development Director of the Metropolltan Plann~ns 
Council, for his invaluable assistance in administering and editina the studv: Susan Fortin, Research 
~ss ,wia te  at The Civic Federation for her l~elpful suggestions and editoriai&sistance: and all the 
members of The Civic Federation, the Metropolitan Planning Council, and the Institute of Government 
and Public Affairs who participated in the study. 

The Civic Federation is indebted to the generosin. of Chicago Dock 6 Canal TNS~:  Kenny Brothers. 
Inc.; Chapman & Cutler; The Thomas I. Klutmick Company; and the Anhur Rubloff Residuac Trust 
for funding the Northeastern Illinois Tau Increment Finance Project. 

Lance Pressl, Ph.D 
President 

L 

Roland Calia, Ph.D. 
Director of Research 
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Chapter One 

INTRODUCTION 

Roland Calin, Ph.D. 
Director of Research, The Civic Federation 

Tax increment financing (TIF) programs are a widely used economic development, intended to 
spur private investment in blighted areas. They are designed to offer local governments the ability 
to promote projects in areas that would not otherwise receive investment. 

TIF is popular with many municipal officials in Illinois because it is viewed as a means of 
anracting private development and consequently expanding local tax bases without raising 
property taxes or tapping into general hnds. However, its use has also generated controversy 
because the TIF statute's definition of "blight" can be broadly interpreted, and it allows municipal 
officials unilaterally to make important financial decisions that affect the tax base of school 
districts and other overlying districts. Despite the popularity of tax increment financing in Illinois 
and the controversy that surrounds its use, there has been little effort to date either to compile 
comparative data, or to evaluate the impact of TIF upon local governments. 

The primary purpose of the Northeastern Illinois Tax Increment Finance Project is to help address 
the lack of research in this area. Specifically, the Project has analyzed the effect tax increment 
financing has upon economic development and the property tax base in both the entire six-county 
region ofNortheastem Illinois and a selected group of Cook County municipalities between 1982 
and 1994. We hope that the data and analysis contained in this repoport will help enrich current 
discussions about the advantages and limitations of TIF policy in Illinois. 

METHODOLOGY 

The Northeastern Illinois Tax Increment Finance Project includes two components: ( I )  a regional 
database of TIF districts in the six counties in northeastern Illinois, and (2) ten case studies of 
selected TIF districts in Cook County. 

For the first component, researchers at the Institute of Government and Public AfFairs at the 
University of Illinois compiled a database linking property tax, sales tax, population. and other 
information for each municipality, TIF district, and overlying governments in the six-county 
northeastern Illinois region. The database was used to make inferences about the impact of TIF 
from a number of statistical comparisons--comparisons of property tax receipts for years before 
and after TIF adoption, comparisons of communities with and without TIF districts, and 
comparisons of TIF districts with non-TIF portions of host municipalities. The report is entitled, 
"A Comparative Analysis of Tax Increment Financing in Northeastern Illinois." 
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The Project's second compor.:nt consists of case studies of tax increment financing districts in the 
City of Chicago and suburban Cook County. To conduct the case studies, researchers 
interviewed municipal, overlying taxing bodies and community officials, and reviewed relevant 
TIF district and municipal documents including Redevelopment Plans and Agreements, City 
Council proceedings, and municipal financial reports. Researchers examined the fiscal impact of 
TIF on the property tax base of municipalities and other taxing bodies and attempted to evaluate 
whether the projects met their original redevelopment goals. They also examined municipal and 
overlying taxing body relations regarding TIF district adoption and operation. 

The ten TIF districts were chosen to provide a degree of geographic and TIF-type diversity. with 
five selected from the City of Chicago and five from suburban Cook County. The Chicago TIF 
districts include: North Loop, Near South; Division and North Branch; West RidgePeterson 
Avenue; and 95th and Stony Island. The suburban case studies include: Franklin Park 
Redevelopment Project Area 111; Matteson Industrial Park Conservation Area; Homewood 
Central Business District Redevelopment Area; Old Schaumburg Center; and the Benvyn Theater 
Redevelopment Project. 

Given the small size of the sample, it is impossible to draw broad conclusions about TIF from 
these ten cases. However, the case studies are useful in providing "snapshots" of how TIF has 
operated in practice in these different municipal environments. 

SUMMARY OF FINDINGS 

The following section briefly describes the major findings of both components of the Northeastern 
Illinois Tax Increment Financing Project. A fuller discussion of major findings appears in the 
executive summaries found in succeeding pages. 

Regional Database 

The Northeastern Illinois Tax Increment Finance Database has been designed to address a number 
of questions: 

(1) What are the characteristics of municipalities that adopt TIF? 
(2) How do growth rates in property values compare between municipalities containing TIF 

districts and those that do not? 
(3) How do growth rates in property values compare between the years before municipalities 

a d o ~ t  TIF and the vears after? 
(4) How do growth rates in property values compare between the portion of a municipality 

containing a TIF district and the portion that does not? 
(5) If TIF adoption is associated with increased property values, is it possible to determine 

whether TIF adoption causes growth or whether anticipated growth causes TIF adoption? 
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Analysis of the database indicates that compared to non-TIF-adopting municipalities, TIF- 
adopting municipalities: 

Are more likely to be located in Cook Have a larger share of non-residential 
County; property in their tax base; and 
Have larger populations; Receive more sales tax revenue per 
Have slower rates of population growth; capita. 
Have lower per-capita incomes; 
Have higher property tax rates; 

These variables are correlated, however, and only two-population and the share of non- 
residential property in the tax base-are statistically significant determinants of TIF adoption in a 
multi-variable model. Most of the analysis concentrates on annual growth rates of municipality- 
wide property values. When averaged over all municipalities and all years, the TIF-adopting 
municipalities have a lower growth rate in property values than do the non-TIF-adopting 
municipalities. This finding probably says more about the types of communities that are attracted 
to TIF as an economic development incentive than it does about the impact of TIF on growth 
rates. 

If the prototypical TIF project involves substantial improvements to property that initially has a 
low value, we would expect TIF to result in relatively large percentage increases in property 
value. But in one-third of all TIF districts the growth rate in property values is less than for the 
non-TIF portion of the host municipality. 

In a multiple regression model that controls for a number of other variables that might impact 
annual rates of growth in municipal property values, the presence of a TIF district has no 
statistically significant impact on growth in EAV (equalized assessed value). Using these 
techniques, the data cannot be used to address the question of whether anticipated growth causes 
TIF adoption or TIF adoption causes growth. 

Case Studies 

The case studies attempted to evaluate individual TIF district performance based on a series of 
questions: 
( I )  What factors prompted municipalities to adopt TIF? 
(2) What types of planning processes were undertaken prior to implementing the TIF district? 
(3) What kinds of financing were used to develop the TIF? 
(4) What was the scope of public comment andlor concerns and of intergovernmental review by 

overlying taxing jurisdictions? 
(5) How did TIF districts "perform" based on trends in Equalized Assessed Value (EAV) since 

inception and based on evidence of physical development within the district? 

Researchers also discussed the impact of data limitations upon their evaluation of TIF. Some of 
the highlights of case study findings are presented in the table below. 
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Figure 1-1 

SUMMARY OF TIF CASE STUDY FINDINGS 

WHY WAS TIP 
SELEClgD? 

PLANNING 
CONTEXT 

TIP 
FUNDING 

PUBLIC 
COMMENT 

MTER- 
GOVERNMENTAL 
REVIEW 
EAV 
TRENDS 

ECONOMIC 
DEVELOPMENT 
RESULTS 

DATA 
LIMITATIONS 

CITY OF c a l c ~ c o  I SUBURBAN COOK COUNTY 
1) The pmj- under consrderalron would ( I) The pmj- undu considerat)on would 

. . 
less &mmunity input. 
4 of the 5 TJF districts were financed 1 3 of the 5 communities - Franklin Park. 

not qualify for federal economic 
devclopmnt aapjnancc d o r  
2) Available stacc and local incentives 
would be insufftcient for project 
completion. 

The City undertook a great deal of market 
analysis and incorporated community input 
into the development of the Nonh h p  and 
Nuu South TIF districts. However. in the 
case of the three neighborhood W 
districts. TIF was adopted in rcsponx to 
developer projects, outside the context of a 
comprehensive community plan and with 

not qualify for fcdcral economic developmen 
asristancc War 
2) Available sutc and local inanlives would 
be i d t c i e n l  for pmject completion 
3) TIF was used to level the "playing field 
with lower-tax collar counties. 
With the exception of the Schaumburg 
district, TIF districn were implemented 
without a broader community planning 
context. In these cases. TIF was used to 
address site specific development pmblcms. 
not as a tool to achieve bmad economic 
development objectives. 

I development pmjM costs. ' 

There was a degree of citizen parlicipation I All of the communities had some level of 

through limited obligation bonds. The 
Nonh Loop TIF district was financed with 
general obligation bonds. 

Homnvood and Matteson -used general 
obligation bonds to finance W distrin 
developments. Matteson also issued TIF 
m u c  bonds for ~ub l i c  and private 

m dimria. I 
Overlying gavcmments did not monitor I There was an appreciable level of 

at mandatory public meetings held prior to 
TIF distrin adoption. Howevcr, there was 
link citizen participation in the planning 
p-, except in the case of Near South 

TJF development or participate in Joint I intergovernmenbl review only in Homewood 

citizen pankipation at the mandatory public 
meting hdd prior to the TIF district 
adoption. 

RMew Boards lo anv appratable depre I and ~ a t t e s o n  
Comwund EAV mowth in each TIF I Comwund EAV prouth for 4 of 5 TIF 

I wmmuniticr. 
Data on broad public benefits of TIF, such I Data on broad public benefits of TIF, such a 

distria gmlly ou&ced compound EAV 
growth for the entire City of Chicago 
during comparable periods. 

Four of the five TIT d i s t r h  experiend 
substantial development. No development 
has yet occumd in the 95th 8t Stony Island 
TIF District. 

dim& greatly o&xed  EAV gmwlh for 
their respecttvc communities during 
comparable periods. Compound EAV 
gmwh in the B e y n  TIF district was 
greater than in the entire municipality. but 
occurred at a much slower rate than in the 
other communities. 
Each community esperienccd new 
inveslment within its TIF diirict. TIF 
pro& were uud to subsidize tax rates for 
developers and to "level the playing field 
with the collar counties in t h a  of the 

as number of jobs created or private 
tnvenment dollan generated. are not 
maintained or readilv available. 

number of jobs created or privale investment 
dollan attracted. are not maintained or 
readily available. 
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HOW TIF WORKS 

Tax increment financing is a popular economic development program, authorized in 44 states. 
Begun in California in 1952, its use has increased dramatically over the past two decades with the 
decline of federal and state economic development funding. The states ;hat most frequently 
employ TIF programs are California, Colorado, Florida, Wisconsin, Minnesota, Illinois and 
Indiana. 

TIF in Illinois works by diverting property (and, in some cases, sales or utility) tax revenues from 
local taxing bodies to a municipality or its designated development authority. After a specifically 
defined district is created by a local municipality, the total equalized assessed valuation (EAV) at 
the time of creation is measured and frozen. Often, bonds are then floated to pay for land 
acquisition, site development, and public works improvements, such as streets and sewers. The 
incremental growth in tax revenues over the frozen baseline amount is directed to pay for the 
redevelopment costs, including debt service. Once a project is complete and has been paid for, 
the TIF district is dissolved, and the tax base is returned to full use by all taxing bodies. 

TAX INCREMENT FINANCE IN ILLINOIS 

Property tax TE districts were initially authorized in Illinois in 1977 by the Tax Increment 
Allocation Redevelopment ~ c t . '  In 1985, the program was expanded to capture sales and utility 

GROWTH IN THE NUMBER OF TIF DISTRICTS 
IN NORTHEASTERN ILLINOIS: 1OIICM 

180 

.COOK 140 

YEARS 

' 65 ILCS U I  1-74.4-1, 
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tax revenues as well. Participation in the state sales and utility tax program ;.<ss subsequently 
limited to TIF districts established prior to 1987, and the amount of state sales tax TIF revenues 
has been limited by appropriation. 

Tax increment financing is a popular economic development tool in lllinois, especially in the 
populous six-county region constituting the state's northeastern portion. The above figure shows 
the growth in the number of TIF distrias in northeastern Illinois between 1984 and 1994. During 
this period, the total number of TIF districts has skyrocketed from ten to 194. The number of 
districts in Cook County rose from seven to 144. In the five collar counties of Du Page. Lake, 
Kane, Will, and McHenry, the number of TIF districts increased from just three in 1984 to 50 ten 
years later. 

THE CONTROVERSY OVER TAX INCREMENT FINANCING 

Policymakers tend to view TIF as operating in one of two ways: "pure attribution" or "pure 
capture." Proponents of TIF tend to take the former view, fully attributing TIF revenues to a 
project and arguing that no increase in property values would have occurred "but for" the project. 
According to this view, requiring the overlying government to participate in financing is fair 
because development costs are shared in exact proportion to their participation in future revenues 

TIF opponents tend to decry TIF as a device designed to "capture" hnds from other 
governments' revenues resulting frcm increases in property value that would have occurred 
without the project. Thus, municipalities are encouraged to undertake projects that may be 
primarily beneficial to the municipality because of hnding transfers from other areas in the 
government. The result is a net loss to other overlying governments such as school districts. 
Another concern is that TIF may merely move development from one city to the next, with no net 
gain for the larger region. 

While popular with municipal officials looking for creative ways to lure private investment, tax 
increment financing has often been controversial in Illinois. The majority ofTIF districts appear 
to be fbnctioning as intended. However, because the state's TIF law is broad in scope and lacks 
effective reporting or enforcement mechanisms, TIF has the potential to be misused in some 
cases. In particular, a great deal of discussion has focused on what constitutes "blight" under the 
present statute. A few school districts, claiming a loss of tax revenues as a result of TIF, have 
threatened to file lawsuits against TIF district formation and hnding agreements. 
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The major advantages and disadvantages of TIF are summarized in !he following figure. 

Figure 1-3 

ADVANTAGES AND DISADVANTAGES OF TIF IN ILLINOIS 

THE ADVANTAGES 
OF TIF IN ILLJNOIS 

Tk economic barc of the municipality may be . . -  
skcnglhcned by private economic development that 
wwldn'i have taken place without the TIF incentive. 

Tax increment financing promotes ec~nomic 
development without tapping into general funds or 
lcvying special assessments on property owners. 

rIF makes it easier for cities to attract private 
kvelopment. 

3ncc private development and h e  public financing 
within a TIF district arc mmpletc. UIC permanent 
nncasc in a u m m i c  value h m e s  pan of lhc tax base 
:or all jurisdictions. 

[he e n e m  docs not lower tax revenues presently 
x~lleaed. The redevelopment msts arc paid for by the 
nrrcascd taxes generated fmm new nvenue soma. 
ather than being subsidized by taxes from other areas. 
1 is a self-su5cicnt system 

IIF will be advantageous to a city in the long nm since 
t will a m c t  new industry, create morc jobs. and 
:xpand the ctty's lax base. Other taxing bodies 
dtimately benefit from these changes. 

IlF is locally contmllcd, allowing cities to be 
responsible for development and redevelopment. 

llF can be used to lower taws pmd by a pmperty 
nvnerlcompany. which cwld make the state or 
localities more mmpetitive with nrrrounding states or 
other localities. 

THE DISADVANTAGES 
OF TIF IN ILLINOIS 

Cities mav m c h  the dcfrnition of 'blighted" or 
"cnnxrvaiion area" to create TIF d i s t r k  that could be 
developed without public subsidies. 

TIF can effectively mtzc much of the rax base of a city 
for up to 23 years, while concurrently producing 
dcvelopmcnt that increases service demands (education. 
policeand fire protection) without supplying revenues 
to finance them. 

Therc is no guarantee that a renewal d o r l  will generate 
the anticipated new private investment. If the tax 
increment dab not materialize and the tax base fails to 
meet the evpcned level. bonds will have to be repaid 
fmm ihe city's general fund. 

This system& not p m d e  for full taxpayer 
aff~lltabili ty.  Because the operations of 
iulcvelopmcnt agencies arc oRcn o b m ,  taxpayers 
oRen have little knowledge of and limited conml over 
decisions which s i ~ ~ c s n t l ~  afka the amount of tax 
revenues available to the city, school districts. and other 
local governments. 

Other taxing bodies are oRen forced to give up pan of 
their ta.. m n u e s  with little say about how the revenues 
a n  spent. 

Taxpayers outside the projM area implicitly subsidize 
any i n c d  service needs of the area during its long- 
term rcdevelopment period. 

Becaw TIF is locally-baxd, it is not coordinated with 
regional planning. 

TIF can interact with other slate pmgrams, such as che 
school aid formula in unanticipated ways. 
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Chapter Two 

A COMPARATIVE ANALYSIS OF TAX INCREMENT 
FINANCING IN NORTHEASTERN ILLINOIS 

Richard F. Dye 

Ernest A. Johnson Professor oof Economics, Lake Forest College 
Adjunct Professor, Institute of Government and Public Aflairs, Universiy of Illinois 

Tax increment financing (TIF) is a state policy that allows municipalities to pay for current 
economic development costs using future growth in property tax revenues. At the time a . .  - 

qualifying area is-designated as a TIF district, its property tax base is frozen for purposes of 
regular tax collections by the municipality, the school districts, the county, and all the other 
overlying governments. Any future increment to assessed property values is multiplied by the 
combined tax rate for all of the local governments and is paid into a special fund reserved for 
allowable development expenditures in the district.' 

If, as must be claimed to establish a TIF district, there are no prospects for growth in property 
values "but for" the use of TIF, then the policy seems fair and reasonable--revenues that would 
not have been generated otherwise are used to encourage development that would not have 
existed otherwise. If, however, the increase in the property tax base would have occurred 
independent of the TIF expenditures, then TIF becomes a device for "capturing" property tax 
revenues that otherwise would have gone to non-municipal governments, such as school districts. 

There are a number of research questions about tax increment financing that can be addressed 
with comparative data. A key question flows from the "but for" versus "capture" debate:Does 
TIF adoption cause growth or does anticipated growth cause TIF adoption? A clean statistical 
test of this basic question is extremely difficult to construct and may not be possible even with the 
rich data set developed for this study. However, these other important research questions about 
the use and impact of tax increment financing can be addressed: 

1) What are the characteristics of municipalities that adopt TIF? 
2) How do growth rates in property values compare between municipalities that contain TIF 

districts and those that do not? 
3) How do growth rates in property values compare between the years before municipalities 

adopt TIF and the years after? 
4) How do growth rates in property values compare between the portion of a municipality 

containing a TIF district and the remainder of the same municipality? 

' See Richard F. Dye and Jeffrey 0. Sundkrg, "A l%mretical Assessment of Tau Increment Financing Choices." 
Working Paper # 36, Institute of Government and Public Affairs. Universiry of Illinois (January 1995. revised 
August 1996) for an overview of TIF and a review of the literature. 
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THE DATABASE 

To address questions such as these, researchers at the Institute of Government and Public Affairs 
have compiled a multi-year database for the northeastern Illinois region comprising Cook, Du 
Page, Kane, Lake, McHenry, and Will Counties. This region includes more than two-thirds of the 
state's population and one-half of the TIF districts in the state. The database links p r o p e q  tax, 
sales tax, population, and other information for each municipality, each TIF district, and all other 
local governments in the region. 

Annual data on equalized assessed valuation (EAV) and other property tax information for each 
of over 1200 units of local government in the six-county area was obtained with the generous 
cooperation of the Illinois Department of Revenue (IDOR). Information fmm each of the six 
county clerks' offices supplemented TIF district property tax data from IDOR. Each TIF district 
and each municipality can be iinked to all of the overlying governments that levy property taxes- 
this link is important because the TIF district collects revenues based on the combined tax rate of 
all overlying jurisdictions. 

IDOR also supplied information on sales tax collections for each municipality. With the 
cooperation of the Northeastern Illinois Planning Commission, U.S. Bureau of the Census data 
was obtained on municipal populatiort and per capita income for selected yean. Additional data 
on TIF districts has been obtained from the Illinois Department of Commerce and Community 
Affairs (DCCA). Each TIF and municipality can be linked to data from the Illinois State Board of 
Education (ISBE) for the corresponding school districts. (See Appendix 2-1: Summary TIF 
Database Files). 

Figure 2-1 presents the 247 municipalities in the sample2 broken down by county3 and by the TIF 
adoption rate during the years 1982-1993.' Note that a majority of the municipalities with TIF 

The total number of municipalitis in the six-county area is slightly larger. The sample excludes Chicago. which 
is not useful for comparative pupxes  due to its size and ccnualcicy status, and municipalities with particular data 
pmblems. The file descriptions in Appendix 1 include the nasons why municipalities are deleted from the sample. 
' When a municipality straddles county borders, the IDOR assign6 a home county bared on the loeation of the 
Largcsl fraction of ssseaccd property value. For four of the cnss in the sample (BUaalo G m ,  Battle& HunUey, 
and Balingbrook). the TIF disvict is located in that part of the municipality outside the assigned home county. 
4 When a year is rctcnnccd in this npo% it is a lax year, the ycar in which pmpcq is asrcssed. Since taxa are 
actually collected in the calendar ycar following the la. ycar, non-propq-tax data are for that comsponding later 
calendar ycar; for example, property (ax data from tax year 1993 is matched with population and sales tax data 
from calendar ycar 1994. 
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districts are in Cook County, and that the majority of municipalities in Cook County each have at 
least one TIF district. 

NUMBER OF SAMPLE MUHICIPALlTIES 
BY COUNTY AND BY 'I1F STATUS 

The breakdown of the sample's 93 TXF-adopting municipalities by the year in which they first 
adopted tax increment financing appears in Figure 2-2. Few of the municipalities in the sample 
had TIF districts in place at the beginning of the 1980s. and the largest number of adoptions took 
place in 1986 and 1990. The surge in adoptions in 1986 can be explained by the narrow time 
window during which municipalities had the opportunity to share in state sales tax revenues as an 
extra incentive to adopt TE.' 

NUMBER OF SAMPLE MUNICIPALITIES 
BY YEAR OF FIRST TIF ADOPTION 

This study has certain methodological and data limitations. Most of the analysis concentrates on 
annual growth rates of municipality-wide property values for each year and on whether or not 
there is a TIF district in the municipality in that particular year. Focusing on the municipal level, 
instead of on smaller areas such as individual districts or parcels, may not capture TIF-induced 
growth that is concentrated in relatively small districts. Moreover, the use of annual data may not 
capture TIF-induced growth that is concentrated in particular years but not present in every year. 
Specifylng TIF status as a simple "no" or "yes" for each year does not account for the size of the 
TIF district relative to the municipality, nor does it account for the increased importance of TIF in 
the municipalities with multiple TIF districts (27 out of the 93). The designation of one particular 
year for switching the TIF-status variable from "no" to "yes" preseuts problems, since the 
establishment of a TIF district is a process, not a precise point in time.6 

' For an explanation of the sales tax TIF policy, see Kent D. Redf~eld. Tax Inmment Financine in Illinois A 
Lcpislative Issue for the 89th General Asmblv. Springfield, Illinois: Taxpayers' Federation of Illinois. 1995. 

The year of adoption used in this study is. in mon cases, the cax year in wliich the Illinois Dcpanment of 
Rmcnue mns reporting information on the TIF. This does not always correspond to lhc "establishment year" in 
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WHAT ARE THE CHARACTERISTICS OF MUNICIPALITIES THAT 
ADOPT TIF? 

Figure 2-3 presents descriptive statistics on the sample communities, with separate columns for 
municipalities that never adopted tax increment financing and municipalities that did. The non- 
TIF-adopting municipalities have an average population of only 9,743, while the TIF-adopting 
municipalities average 22,473 persons. The TIF-adopting communities are poorer, with a per 
capita income of $17.33 1 compared to $22,277. Over time, the non-TIF municipalities have 
experienced faster growth in population (2.12 versus 1 .OO percent per year) and faster growth in 
per capita income (7.10 versus 6.08 percent per year). The TIF-adopting and non-TIF-adopting 
municipalities have roughly the same property tax base per capita, but the TIF-adopting 
municipalities have substantially higher tax rates ($1.53 compared to $0.96 per $100 of equalized 
assessed value).' 

MEAN VALUES OF SELECTED VARIABLES 
OVER 1982-1993 PERIOD BY TIF STATUS 

The aggregate tax rate on property within the municipality-the sum of the tax rates for the 
municivalitv. the school districtb). the county, the township, the park district, and any other . - -  . .. 
overlying govemments-is also substantiallybigher for the-~IF-ado~ting communities Since 

Illinois Department of Commerce and Community Affairs f i l a  or in local dosuments, but it appears to k the moa 
consistent measure of effective starling date. Cws with a zero inmment in thc initial ycar present a problem, 
s i n a  prior to 19W. thc IDOR data has blanks, not zeros, for distrins with a zero increment; where them is a 
discrepancy prior to 1990, the adoption ycar is assumed to be one year aRer the DCCA establishment year. 
' All of the DroDenv w rata  in this study arc effective tax rates. the ratio of current tow tax exlensions to total . - .  
EAV. 

The IDOR data l i  all of thc governments thal overlap any parl of a TlF dinria or municipality, which oRcn 
includes multiple governments of the same type-thrce elementary school districts and two library d i n r i a  for 
example. In order to gtt one representative aggregate w rate. multiple overlapping governments of the same fypc 
have k e n  eliminated. Also. data has k e n  adjusted for school district consolidations within the sample period. 
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the aggregate tax rate is applied to any incremental tax base in a TIF district. the ratio of the non- 
municipal tax rate to the aggregate tax rate is a measure of the relative participation of the non- 
municipal governments in TIF funding or the share of revenues that is "captured" from these other 
governments. This ratio is larger for the non-TIF-adopting group than for the TIF-adopting 
group. The composition of the tax base also differs across the two groups. Thirty percent of the 
tax base in the non-TIF-adopting group represents non-residential property, while forty-four 
percent of the tax base in the TIF-adopting group is non-residential. 

Property taxes are not the only revenue source of local government. The one percent rnunicipal 
share of the sales tax yields $93 per capita in non-TIF-adopting group compared to 31 12 per 
capita in the TIF-adopting group. A successful commercial TIF project will result in increased 
sales tax collections for the municipality. The non-TIF-adopting municipalities have substantially 
higher annual growth rates in sales tax collections compared to the TIF-adopting municipalities. 
Home-rule municipalities, which have more access to local revenue sources, are much more 
prevalent in the TIF-adopting group than in the non-TIF group. 

Even though the municipal government decides whether to adopt TIF, access of the affected 
school district to formula-based state aid can alter the burden on local taxpayers. Indeed, in the 
hypothetical case of a state aid formula that !idly equalizes for differences in property value, any 
property tax revenue lost by the school district to the tax increment would be exactly offset by 
increased state aid. The Illinois state school aid formula is far from fully equalizing, but districts 
in the "special equalization" range of the formula can anticipate a partially offsetting increase in 
state aid, while districts in the "alternate method" range can anticipate a smaller increase. 
However, since districts in the "flat grant" range of the Illinois aid formula receive a fixed amount 
per pupil that does not depend on changes in property value, there is no offsetting increase in state 
aid-a strong incmtive to resist municipal TIF-adoption decisions. The final row of Figure 2-3 
shows that 23% of the non-TIF-adopting areas have schools in flat-grant range of the aid formula 
while only 14% of the TIF areas do: the TIF-adopting communities are more likely to receive 
some offset for TIF costs via the state aid formula. 

HOW DO GROWTH RATES IN PROPERTY VALUES COMPARE 
BETWEEN MUNICIPALITIES THAT CONTAIN TIF DISTRICTS AND 
THOSE THAT DO NOT? 

One of the key variables of interest in this study is the growth rate in taxable property value 
(EAV) inclusive of TIF district property value. Figure 2-4 presents the year-to-year average and 
overall average growth rates in this measure for the sample municipalities. The last row of the 
table shows that EAV in the TIF-adopting municipalities grew at an average of 7.36% per year, 
compared to 8.90% per year in the non-TIF-adopting municipalities. Property values in the TIF- 
adopting municipalities also grew at a slower rate than in non-TIF-adopting municipalities for 
eight of the twelve time periods, possibly because municipalities with the highest growth rates are 
not attracted to TIF as an economic development incentive. Nor do these municipalities seem 
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attracted to TIF as a device to capture would-be revenues from other overlving governments. 
But care must be taken against reading too much into this simple comparison of the two groups. 

Figure 2-4 

AVERAGE GROWTB RATES IN W V  INCLUSIVE OF 
BY PERIOD AND BY TIF STATUS (PERCENT) 

Figure 2-4 also records the considerable year-to-year variation in the growth rates in property 
values for the entire sample of municipalities. Obviously, region-wide forces other than tax 
increment financing are acting on annual property value growth rates. Later analysis here will 
account for the variation. 

HOW DO GROWTH RATES IN PROPERTY VALUES COMPARE 
BETWEEN THE YEARS BEFORE MUNICIPALITIES ADOPT TIF AND 
THE YEARS AFTER? 

Figure 2-5 describes the same property value growth rates as Figure 2-4, but with two 
refinements. To control for the year-to-year variation common to the entire region, the region- 
wide ave rage the  "All" column in Figure 2-4-is subtracted from each individual municipality's 
growth rate. Thus, a municipality with property values growing faster than the region-wide 
average will have a positive differential (slower than average, a negative differential). Instead of 
looking at all of the TIF-adopting communities together in each year, there is a year-by-year 
partitioning into a before-TIF-adoption group and an after-TIF-adoption group.9 

A district is included in the afkr-TIF-adoption group ifTF is in place in the first ycar of the growth paiod. 
Thus ihe 1982-83 after-TIF group includes only the one municipality in the sample that adopted TlF smning in tax 
year 1982, while the 1992-93 kfomTIF group includes only the nine municipalities that adopted TIF starting in 
rax year 1993. 
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DIFFERENCES FROM AVERAGE GROWTEI RATES LN W V  
MCLUSIVE OF TIF BY PERIOD AND BY TIF STATUS (PERCENT) 

The first column in Figure 2-5 shows again that, both overall and in most years, the non-TIF- 
adopting municipalities experience faster than average growth in property values, compared to the 
TIF-adopting municipalities. 

The other columns of Figure 2-5 compare EAV growth differentials before and after adoption. In 
seven of the eleven growth periods being studied, the growth differential for the after-adoption 
group is larger in absolute value than for the before-adoption group, which at least suggests that 
TIF may have a positive impact on development. However, the overall average shows the 
opposite result-a larger negative differential (-1.38% per year) for the after-adoption group than 
for the before-adoption group (-0.67% per year). Consequently, this evidence on the "before and 
after" question must be characterized as mixed and inconclusive. 

HOW DO GROWTH RATES IN PROPERTY VALUES COMPARE 
BETWEEN THE PORTION OF A MUNICIPALITY CONTAINING A TIF 
DISTRICT AND THE REMAINDER OF THE SAME MUNICIPALITY? 

The data set can be used to compare EAV growth rates for the TIF and non-TIF ponions of the 
same municipality. Since data on initial or frozen TIF district EAV, incremental T F  district 
EAV, and municipal EAV (which includes only the frozen TIF district EAV) are reponed 
separately, it is first necessary to calculate TIF district EAV non-TIF district EAV for each 
municipality in each year. Growth rates for the TIF and non-TIF portions of EAV for each 
municipality are then calculated over the period starting with the year prior to the first TIF 



COMPARA TIYE ANAL YSIS ASSESSING TAX INCREMENT FINANCING 

adoption and ending in 1993." The growth rates are then annualized to adjust for differences in 
the number of years TIF has been in place in each municipality. 

Figure 2-6 presents a summary comparison of these calculations, df whether TIF district EAV or 
non-TIF district EAV grows faster over the relevant period. This is a crude comparison for a 
number of reasons. Increases in non-TIF EAV can be due to expansion of the boundaries of the 
municipality and not just to increases in property values within the same borders. Or, if the 
typical TIF project involves putting new structures on vacant, sparsely-developed, or municipally- 
owned land, then we should expect a very high percentage increase in EAV within the TIF 
district. 

SUMMARY COMPARISON OF ANNUALIZED GROWTH M EAV FROM YEAR PRIOR TO 
ADOPTION TO 1993 TIF DISTRICT VERSUS NON-TIF PORTION OF MUNICIPALITY 

The first row of Figure 2-6 shows that faster annual growth within the TIF district is indeed the 
case in two-thirds (53 out of 79) of the municipalities." The fourth row shows the other one- 
third of municipalities where EAV within the TIF district grows at a slower rate than property 
outside the TIF district. The median annualized growth rate of non-TIF EAV for all of the 
sample municipalities is 8.1%. the top quarter grew faster than 10.4% per year; and the bottom 
quarter grew less than 5.8% per year. The remaining rows of Figure 2-6 introduce these relative 
comparisons. 

Row three shows that in one-half of all municipalities with TIF districts, the relative growth rate 
of property values within the TIF district was quite high-both greater than the non-TIF portion 
of the same municipality and greater than the fastest growing one-quarter of all municipalities. 
Row six shows that in one-eighth of all municipalities with TIF districts, the relative growth rate 
of property values within the TIF was extremely low-both less than the non-TIF portion of the 

'O For municipalities with multiple TIF disUiCrS, nuo diITerent assumptions are used to calculate the base year TIF 
distria EAV. Thc fim. using thc initial EAV ofjust thc fim-adopted TIF district, tends to ovcmate combined 
TIF dislridinria growlh. The alternative. using t h e m  of the initial EAV of all TIF dinrim, tends to undcmatc 
combined TIF districl growth. The rcsults in Figure 2-5 include both. but the diswrion in the an will fow on 
just the fim assumption-the fim columns in the table. 
I '  Ihe sample of 79 TIF-adopting municipalities here excludes thov adopting TE starling in 1993 and several 
with missing data on initial EAV. 
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same municipality and less than the slowest growing one-quarter of all municipalities. This last 
finding suggests that in many cases TIF does not lead to a relative increase in property values, 
but, of course, it says nothing about the success of TIF in arresting a decline in property values in 
certain areas. 

REVISITING THE COMPARATIVE QUESTIONS WITH MULTIPLE 
REGRESSION ANALYSIS 

Since Figure 2-1 shows that TIF-adopting municipalities are most likely to be in Cook County, it 
is not surprising to find in Figure 2-3 that ~ I F - a d i ~ t i n ~  municipalities are relatively larger, have 
lower per capita incomes, are slower-growing, and have more non-residential EAV. Since 
multiple, often correlated, determinants of both TIF adoption and EAV growth rates exist, it is 
necessary to move beyond the simple statistical technique of comparing the mean values of 
different variables for TF-status groupings and to revisit the basic research questions. 

Multiple regression analysis and related statistical techniques can be used to control 
simultaneously for TIF status and other determinants of propeny growth. In a 1990 study using 
Michigan data, John Anderson found a positive association between property value and 
TIF adoption, but was unable to conclude whether the direction of causation was from anticipated 
growth to TIF adoption or from TIF adoption to subsequent growth.12 One of the intended uses 
ofthe Illinois database was to replicate the Anderson study to see whether the more detailed data 
would be able to reconcile the difficult question of causation. 

For each of the municipalities in the Illinois sample, annual data is available for TIF status, EAV, 
population, income, tax rates, residential share of EAV, sales tax collections, home-rule status, 
and school-aid status. Additional variables can control for any year-specific or county-specific 
effects. Since these data are not available at the TIF district level, multiple regression analysis 
cannot be used to compare EAV growth in the TIF portion of a municipality with the EAV 
growth of the non-TIF portion. Whether TIF is adopted and whether TIF is related to EAV 
growth are examined separately. 

PREDICTING TIF ADOPTION: REVISITING THE 
'CHARACTERISTICS" QUESTION 

The observations of each municipality in each year period can be pooled into what is referred to 
as a "panel" data set." One way of addressing the characteristics question is to try to use the 
available variables to predict whether TIF is present in a given municipality in a given year (i.e. to 

l 2  John E. Anderson, "Tax Increment Financing: Municipal Adoption and Gmwrh." National Tax Journal 43, 
June 1990, pp. 15563. Another study concluded Ihat the ncauon of TIF dinria in Indiana was positively 
associated with inntases in median home values: 1- Y. Man and h4uk S. Roscntraub, Tax Increment 
Financing and Its ~flens on Property Values." Center for U h n  Policy and the Environment. lndiana U~nrsity. 
June 1994. 
I' With 247 municipalities multiplied by 12 periods. the maximum number of observations is 2.964. 

17 
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predict the value of a variable that equals one if TIF is present and zero otherwise)." ~ o d e l s  
using the full panel have very little success in correctly predicting the presence of a TIF district. 
A model with the even more ambitious goal of predicting the first year of TIF adoption has 
absolutely no success. But again, there are problems with specifying a unique starting year. 

A more modest objective is to attempt to predict whether a municipality ever adopts TIF by 
combining the data for the entire period. If the one municipality that first adopted TIF in 1982 is 
removed from the sample, there are several years of pre-adoption data on growth in population, 
income, sales tax collections, and property value. Figure 2-7 shows the estimation results of a 
model that includes these and other variables." The model is able correctly to predict adoption 
of TIF for 79% (1861236) of all municipalities and for 65% (53182) of the TIF-adopting 
municipalities. Note that none of the four measures of pre-adoption growth has a significant 
impact. This result is not consistent with Anderson's finding in the Michigan study, nor with 
some observers' assertion that TIF is adopted by fast-growing municipalities to capture would-be 
revenues from other governments. The population variable has a significant and positive impact 
on adoption-larger municipalities are much more likely to adopt TIF .I6 

I' The malhematical pmpenies of 1:O dependent variables call for using an mimating technique called "Pmbit" 
inslead of the nandard multiple regression model. 
" The sample of 236 municipalilia excludes the one that fim adopted TIF in 1982. the nine thal fim adopted TIF 
in 1993. and the one that dissolved i s  TIF in 1993. 
l6 The population-squared variable is included to caplure any non-linear size effe*s, any Nnature to the size- 
adoption relationship. The negative sign on the population-quared variable rays that the positive relationship 
k m n  sire and adoption flanens out as municipal size gets larger and larger. 
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Figure 2-7 

PROBIT ESTXMATION OF TIF ADOITION DECISION 

**Significantly ditfercnt frnm urn at the 0.05 confidence lcvcl. 

The only other significant variable is the non-residential share of EAV-municipalities with a 
greater commercial and industrialshare of EAV are more likely to have adopted TIF. None of 
the other variables that might be expected to explain TIF adoption-income, tax rates, home-rule 
status, the partial equalizing ranges of the.school aid formula, nor county of residencehas a 
significant impact on the adoption decision. Many of the factors that explain TIF adoption may be 
site- and community-specific, thus not captured in the municipal-level data used in this study. 
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THE RELATIONSHIP BETWEEN TIF AND GROWTH IN MUNICIPAL 
EAV: REVISITING THE "WITH AND WITHOUT T I P  AND "BEFORE 
AND AFTER TIF ADOPTIONn QUESTIONS 

The regression model presented in Figure 2-8 attempts to explain the variation across 
municipalities in the annual growth in EAV (inclusive of the TJF district EAV). 

REGRESSION ESTIMATION OF ANNUAL CROWTB M EAV 
INCLUSIVE OF ?IF TAX YEARS 1981 TO 1993 

'Significantly di5ercni from zcm at the 0.10 mnf~dcnce level. 
**Signir~cantly different from zero at ihc 0.05 confidence level. 

The significantly positive coefficients indicate that, after controlling for the impact of other 
variables, municipalities with larger populations and higher per capita incomes have faster EAV 
growth rates. Not surprisingly, the variables for recent population growth and recent sales tax 
growth also have a positive association with EAV. The negative coefficient on the combined 
property tax rate for the municipality, the school districts, and all other overlying governments 
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indicates that communities with higher taxes experience lower rates of growth in EAV." The 
significant coefficients on the year-effects variables again indicate the strong region-wide forces 
acting on propeny values. Together, these variables explain 28% of the variation in EAV growth 
rates (which is what the R' statistic at the bottom of the table indicates). 

Pooling observations from all municipalities in all years effectively combines the "with and 
without TIF" and "before and after TIF' questions. The coefficient on the TIF-status variable in 
Figure 2-8 is not significantly different from zero; that is, adding a TIF-status variable to the other 
measures does not help explain any of the remaining variation in EAV growth. 

A more direct test of the "before and after" question is obtained from a regression identical to that 
of Figure 2-8 with a sample restricted to municipalities that adopt TIF sometime during the 
period. The regression is not shown here because the results are the same. TIF adoption has no 
significant impact on EAV growth rates. 

To restate this important result: Based on the data examined, There is no apparent relotionship 
between thepresence of a TIF district and annualgrowth in municipali@-wide EA V. This is 
not to say that TIF does not increase EAV within some specific districts or overall for some 
specific municipalities. However, either because TIF districts are too small to have a measurable 
impact on the EAV of the entire municipality or because successful TIF districts in some 
municipalities are offset by unsuccessfid TIF districts in other mtmicipalities, there is no 
statistically discernible overall effect on the EAV of municipalities in the Northeastern Illinois 
sample. 

THE QUESTION OF CAUSATION: DOES TIF CAUSE GROWTH OR 
DOES ANTICIPATED GROWTH CAUSE TIF ADOPTION? 

Using data from Michigan, hderson'qound that there was a significant difference in property 
value growth between TIF-adopting municipalities and non-TIF-adopting municipalities. Given 
that result, he was able to apply statistical techniques attempting to determine whether the 
causation went from anticipated growth to TIF adoption (the "capture" hypothesis) or from TIF 
adoption to property value growth (the "but for" hypothesis). The Michigan study "strongly"- 
but not definitively-suggested "that prior growth is responsible for TIF ad~pt ion '~ '  and 
concluded that, "While this analysis finds an association W e e n  property value growth and TIF 
adoption we have not answered the question of causality."" 

Using data from Indiana, Man and Rosentraub (1994) found that TIF adoption was not associated 
with prior growth rates and determined that "Property values in communities which created TlF 

I' As with all the other coefficienls, an obse~ed comlation does not tell us the direction of causation. On the one 
hand. higher tax rates could discourage growth; on (he other. siow-growing communitia might feel compelled to 
raise tax rata to maintain levels. 
'vohn E. Andenon. "Tax in-nt Financing: Municipal Adoption and Growth." National Tax Journal 43. June 
1990. 
'' Anderson, p. 160. " Anderson, p. 161. 
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districts grew more than cities which did not" (p. 15). They infer from these two results that TIF 
causes growth, but they do not appear to have used statistical techniques that appropriately test 
for the direction of causation. 

Using data from Illinois, the current study finds neither an association of TIF adoption with prior 
growth rates nor an association of TIF adoption with subsequent growth rates. With no apparent 
association, the question of causation is not relevant. 

CONCLUSION 

Analysis of the Northeastern Illinois TIF database indicates that the municipalities that adopt TIF 
are different by a number of measures from the communities that never adopt TIF. When these 
variables are correlated, however, and only two-population and the share of non-residential 
property in the tax basoare  statistically significant determinants of TIF adoption in a multi- 
variable model. 

If the typical TIF project involves substantial improvements to property that initially has a low 
value, we would expect TIF to result in relatively large percentage increases in property value. 
But in one-quarter of all TIF districts, the growth rate in property values is both less than for the 
non-TIF portion of the host municipality and less than the non-TIF portion of all municipalities. 

In the multi-variable model of TIF adoption, none of the measures of prior growth has a 
significant impact -not population, EAV, per capita income, nor sales tax collections. This 
result is inconsistent with the hypothesis that TIF is adopted to "capture" anticipated growth. 

Another finding is that the presence of a TIF district in a municipality in a given year appears to 
have no statistically significant impact on the growth rate of assessed property value for the entire 
municipality. This result offers little comfort to those who might look to TIF as a way to turn 
around the development trend of an entire town. 

The data set constructed for this project contains a great deal of information that has not been 
hlly exploited in the analysis conducted to date: the type of TIF district, the relative size of the 
TIF district, the existence of multiple TIF districts in some municipalities, whether the property 
tax TIF district is also a sale tax TIF district, alternative ways of specifying the starting year, the 
EAV reassessment cycle in Cook County, and county tax multipliers (EAV versus AV). 
The sensitivity of models like those in Tabla 7 and 8 to different sets of variables or different 
transformations of the variables could be explored further. Hence. this data set offers a number of 
opportunities for both refining and extending the existing research. 

If a positive association between TIF and EAV growth emerges from such hture research, it may 
then be possible to take the next step and apply statistical techniques that attempt to sort out the 
direction of causation: Does anticipated growth cause T E  adoption, or does TIF adoption cause 
growth? For now, that important question remains unanswered. 
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Appendix 2-1 

Summary TIF Database Files 

Filename # Caws Contents -- 
lifB093a.db 153 Contains CTE (Nnmt tolal extensions), EAV, and law RATE data for each 

TIF for each lax year from 1980 to 1993. with missing data for most 1993 stan- 
ups or diswntinuous eases. 

cifmuni.db 174 Matches each individual TIF with information from the parent municipality. 
Includes BASEEAV (frozen value) data. (The additional observations 
compared to the prior file an for TIT dirtrim that starled in 1993, but then is 
still some missing data for 1993 stam and. in Cook, for 1994 dissolutions). 

Includes a variable for the year in which IDOR repning starts, which is used 
as the firs( year of the TIF. This doa not always correspond the "Mablishmcnt 
year" in DCCA files or in local documents, but it appears to be the most 
consistent measure of the effective starling date (see tcxt. footnore 4). 

Has "TIF type" from DCCA coded as: 
I-CBD 
2-CBDIAdditional Area 
3=Shop MalUCommcrcial Strip 
4=Shop MalUCommercial SInp/Additional A m  
5=Mixed DevelopmenlMon-CBD 
6=lnduslrial 
7=Housing 
S=Multiple Codes 
9=Nol Coded, NIA 

Lia of all parucipating governments for each TIF from 1993. 
Rcviscd to eliminate multiple governments of a given typ. 
Sorted with all counties= I, municipalities-2.  owns ships-3. 
Chicago, Dcenicld, and Ciam have been deleted. Additional revisions have 
been made. such as to add obviously missing participating govenunenu for 
Schaumburg. 
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munipopy.db 266 Municipalities: home-rule status. per capita income for odd years 1979-89. 
population for even yean 1980-94. Missing data has been interpolated. Also 
has 1950. 1960. and 1970 population for most municipalities. 

mm8193.db 259 IDOR propcny lax dam for all municipalities. EAV by type. CIZ, ctc. Data 
for namc changes ( W s t h a m  to Orland Hills, Em Chicago Heights to FOKI 
Heights) has k e n  consolidated. Municipalities with midsing or discontinuous 
data have b a n  eliminated: Cicem. Lily Lake, Virgil. Beach Park. Volo. 
McHemy Shores. and Johnsburg. 

Dummy variables for sample municipalities. Problematic cases have been 
deleted: Chicago (not useful for comparative purposes due to its size and 
ccntral-city status); Dameld @articular data problems from a TIF that 
straddles Lake and Cwk Counties); Hoffman Estates (rcquircd a special. 
legislative exception to thc Illinois TIF law); Rosemont. (first TIF adopted prior 
to I981 availabilily of other TIF data); Valley View (missing population data); 
Maple Park, Montgomery, and Godley (municipality crosses outside six county 
area, overlying governments not in data base). 

Home-~le  status by year. 
Number of TIF disIricIs by year. 
Number of sales lax W districts by year. All of the variation in this is in 
S1T85 (equals one ifpreexining W qualified for sales tax revenue in f im 
year) or STT86 (equals one if sales tax W). Multiple TIF districts coded 2 or 
3. Note that the STT start ycar does not always correspond to the propcny-tax 
W stan year. 

Li of sample municipalities with names, idenlification numbers and the IDOR 
sIaningyearofUufim?IF. 

There is a code for the portion of sample. since different sources were used to 
obtain the panicipating government or "pans": 

I=sma11 (<I0000 in 1993). pans data from county repons 
(n=107. 104 with no TIF, three discontinued TIFs) 

2=small. with TIF, pans data fmm IDOR TIF files (n= 17) 
3=large. no TIF. pans data from IDOR aggregate rate rcpon 

file (n=5O) 
4=brge, with TIF. pans data from IDOR TIF files (n=77) 

Municipal EAV inclusive of TlF district EAV 

This has the panicipating governments identified for each sample municipality. 
Multiple participating governments of the same r)p have been eliminated. 
The location of the identir~en for the pans are sorted with all counties= I. 
municipalities=Z, tomhips-3. and now with all elementary or unit schools 
disllim -14. This roning pcrmiu links to other data sources. 

ISBE data for thc s~hool dislrict identified in column I4 of the abwe data file. 
Identifies the range of thc state aid formula: spccinl equalizing, alternate 
m*hod, o r  flat g m .  
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lll.Wllp247.db 247 Sample revised lo delete four additional problem cases: Highland Park and 
Homcwood (first adoption in IY81 whch means no pnor Pmpeny tax data for 
benchmarkl: Oak Lawn and Mundelem (sole TIF drssolvcd before 1993 whch 
means no endpoint data for some of (he ialculations). 

mlc8193.db 1260 This has &cctivc tax rate variables (CTEJEAV) for all local governments in 
Ihe six county area for each year from 198 1 to 1993. This has been checked for 
data continuity, and adjumcd to reflox name changes and school dirrrin 
cowolidations. 

Not in database format: 

This is a list of all Cook tomships, coded with the y e m  in which property in 
that township was reassessed: 

62=76,80,84,89.92 
72=77,8 1.85.89.92 
73-77.81.85.90.93 
83=78.82,86.90.93 
93=79,83.86,90.93 

This information can k used either to cmte  a "yean since ~sscssment"  
variable or to interpolate the growth in propeny values behvcen aucssmcnt 
years in Cook County. 

This contains the municipal ponion of sales tax collections for collar county 
municipalities for 1985-1995 and the state ponion of sales lax mllaions for 
198l-19sS (growth rates can still be calculated because both measures are 
available for 1985). Then arc a number of discontinuities in the raw data, 
especially for smaller and newer communities: adjustments have bcen made. 

County multipliers by ycsr. 
state distributions to sales ux TIF districts by yew 
school Lnrin data fmm ISBE for sclated ycars 
(but not before r h m l  year 1986-87). 
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Chapter T h m  

CHICAGO TAX INCREMENT 
FINANCING CASE STUDIES 

Krista Grimm 
Consuhant for the Metropolitan Planning Council 

This chapter presents a summary and key findings of five case studies of Chicago tax increment 
financing districts evaluated by the Metropolitan Planning Council for the Northeastern Illinois 
Tax Increment Finance Project. The case studies selected were chosen to provide a degree of 
geographic and TIF-type diversity. As Figure 3-1 below shows, the five districts analyzed were: 
West Ridge-Peterson. Division & North Branch, 95th and Stony Island, North Loop and Near 
South. 

Fipm 3-1 

CHICAGO CASE STUDY SAMPLE 

Branch 
95th & Stony 1 1990 

Island 
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(Amended 

Commercial I in limited 1 
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Mixed 1 $5.000.000 1 75.9 acres I $1.964.709 f 
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BASE E N  
$1.617.926 

l N l W  
OBUQATtON 

industrial 
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OF TIF 

OlSTRlCT 
$3.000.000 1 6 4 acres 

$2,665,000 

Business 
Distrid 

Mixed 
Development1 

Industrial 

3.3 acres $482.1 50 

anticipation 
notes; $65 

million in GO 
bonds 

$4,400,000 in 
TIF bonds 

127 acres 1990 base: 
$3.223.423 

Amended base: 
$128.812.758 
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The objectives of the Chicago case studies were to document: 

1.  What factors prompted the City of Chicago to adopt TIF?; 
2. What types of planning processes were undertaken prior to the TIF district's 

implementation?; 
3. What kinds of financing were used to develop the TIF district?; 
4. What was the scope of public comment andlor concerns and intergovernmental review by 

overlying taxing jurisdictions?; 
5 .  Whether amendments were made to the original TIF district and to what extent did these 

amendments expand or contract TIF activity and obligations?; and 
6. What was the performance of the TIF based on trends in Equalized Assessed Value 

(EAV) since its inception and evidence of physical development within the district? 

Consideration of these questions is succeeded by a discussion of TIF data limitations. The w e  
study profiles are followed by a comparative analysis of trends common to all five districts. 

METHODOLOGY 

TO conduct the Chicago case studies, City of Chicago and community officials were interviewed 
and relevant documents were reviewed, including Redevelopment Plans and Agreements, City 
Council proceedings, and municipal financial reports. The opinions expressed by inte~ewees are 
theirs alone. In no case do those views represent the official positions of the author or the Project 
sponsors. Every effort was made to ensure the accuracy of the opinions reported in this section. 

Project researchers made every effort to interview individuals who were directly involved in the 
initial adoption of the TIF in order to get an accurate picture of the practices used by the City's 
Department of Planning and Development (DPD), or its predecessor, the Department of 
Economic Development @ED, which merged in 1992 with the Department of Planning to form 
DPD). In addition, researchers interviewed representatives of the communities-either residents 
or an active economic development neighborhood organization-to gain additional insights on the 
establishment and administration of the TIF districts. Several b~dividuals interviewed requested 
anonymiry; therefore. the sources of thesefirst-hand accounts are not artributed in the text. 

Five Chicago TIF districts were surveyed for this study. The districts were selected by 
representatives from The Civic Federation, the Institute of Government and Public Atfairs at the 
University of Illinois at Chicago, and the Metropolitan Planning Council. Among the factors used 
to select the five communities were: 

Geographic diversity 
Diversity of TIF types (i.e., Industrial, Mixed-Development, and Central Business District) 

0 Years TIF has been in place 

The age of each TIF district was an important consideration in the selection process. To 
effectively analyze the impact of TIF, each TIF district had to have been be in place at least four 
years, a period long enough to have produced identifiable results-negative or positive. 
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Illinois Department of Revenue propcny tax valuation and collection data were obtained through 
Professor Richard F. Dye of the Institute of Government and Public Affairs at the University of 
Illinois at Chicago. Additional data were collected from the Offices of the Cook County Clerk 
and Collector. 

It is important to note that the conclusions presented in this report pertain only to the five cases 
studied. However, we did attempt to determine from our interviews with current DPD staff 
whether or not particular practices had wider applicability. 

WEST RIDGE-PETERSON 

This sales tax TIF district is located on 6.4 acres of land in the southeast portion of the West 
Ridge neighborhood adjacent to Rose Hill Cemetery. The boundaries include Peterson Avenue 
on the south, approximately 50 feet west of Hamilton Avenue on the west, Nonvood Street to the 
north, and approximately 175 feet west of Damen on the east. 

The West Ridge-Peterson Avenue Redevelopment Project Area is the only case study that is 
located in a predominantly residential area. The TIF district is located on the northwest side of 
Chicago in the West Ridge neighborhood, which is also known as North Town or West Rogers 
Park. According to the 1990 Census, the population of the neighborhood is 65,374, which 
represents a 7% increase over the 1980 Census. Of the residents, the majority (72%) is 
non-Latino white; 16% are Asian, 8% are Latino, and 3% are non-Latino African-American. 
Both the 1989 median household income ($3 1,408) and the median family income ($36,791) for 
the community were well above the citywide figures ($26,301 and $30,707, respectively). 

Why Was l7F Selected? 

This TIF appears to be developer-driven. For example, in compliance with a requirement of the 
state enabling legislation, the City advertised for alternate redevelopment proposals. However, a 
reading of the Request For Proposal (WP) clearly indicates that the criteria were tailor-made to 
virtually to eliminate any chance that another developer would qualify or have interest in 
submitting a proposal. For example, the square footage of the shopping center and the anchor 
tenant were specified in the City's solicitation. 

Planning Context 

DED staff who worked directly on the establishment of the West Ridge-Peterson TIF district 
could not be located. Information on this TIF district was gleaned from an active community 
resident who was identified as a knowledgeable source by a local neighborhood organization, and 
trom the DED staff person who was assigned to administer the TIF district soon after it was 
created. The TIF district was established by the City Council on October 27, 1986. Its creation 
was immediately followed by the adoption ofthe sole Redevelopment Agreement for this district. 

One of the statutory requirements of a TIF Redevelopment Plan is a list of the project goals. As 
with so many other sections required by law, the goals are often stated generally, in language that 
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mimics the statutory language, and they often have no specific significance for the area or project 
at hand. The West Ridge-Peterson Plan includes such objectives as "Provide sound economic 
development," "Reduce or eliminate those conditions which qualifjr the Redevelopment Project 
Area," and "Enhance the tax base of the City of Chicago." While such statements are legitimate 
reasons for creating a TIF district, they are not helpfbl for analyzing outcomes because they are 
generic andlor have a very broad scope. Rather than reiterate such sweeping goals in the Plan, 
this report will summarize the more project-specific goals for the West Ridge-Peterson and other 
TIF districts. 

The West Ridge-Peterson Plan did include one specific objective: "to encourage the 
redevelopment and replacement of an aging, obsolete and soon to be vacated auto sales and 
service center located within the West Ridge-Peterson Avenue Redevelopment Project Area with 
a commercial shopping center containing approximately 110,000 square feet of floor space." 

Prior to TIF adoption, the property was occupied by an auto sales, repair, and body shop that, 
according to the Redevelopment Plan, would soon be vacated when the owners consolidated 
operations elsewhere. We were unable to determine whether or not the impetus for relocating the 
existing business was stimulated by the purchase offer for the property, which, according to city 
staffwe interviewed. may have been above its market value. 

"Frozen," "initial," or "base" equalized assessed valuation (EAV) is the valuation for property tax 
purposes of the land and improvements within the TIF at the time of adoption. In subsequent 
years, taxes levied against the frozen EAV continue to flow to the relevant taxing districts. Any 
taxes levied against newly created EAV (over and above the base amount) go into a special tax 
reallocation h d  that the municipality may use for redevelopment purposes. The base EAV for 
West Ridge-Peterson was S1.617.926. 

The developer for the project was May Department Stores Company and an unnamed 
co-developer, which those interviewed believed was The Taxman Corporation. The development 
proposal was a $12 million, 110,000 square foot shopping center, anchored by a Venture store. 
The proposal also included three other retail spaces and two outlots-freestanding buildings 
located at the periphery of the property. 
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As the figure below indicates, 65% of the TIF revenues designated for public improvements were 
spent on property acquisition. 

Figure 3-2 

WEST RIDGE-PETERSON TIF DISTRICT BUDGET 

lighting 1 I 
Demolltion 6 related costs I $ 240.0001 8% 
Soils improvement, utility relocation, earth work, 1 $ 216.0001 7% 

!TEM 
Property Acqu~slt~on h Assembly 
Common Area Fac~l~t~es ~ncludmg pavmg, curbs, 

landscaping I I 
TOTAL I s 3,aoO.aool loo% 

BUDGETED 
EXPENDITURE 

S 1.858.000 
5 335.000 

fill 6 grading 
Permits 6 Professional services 

Traffic s~gnals. accessways, h lanes 
Improvements, ~ncludmg tencmg and 

TIF Disnicr Funding and Revenues 

'%OF 
TOTAL . 

65% 
11% 

Public involvement in the project took the form of a $3 million limited obligation TIF note which 
was purchased by the developer. This arrangement has been popular with some municipalities 
because the developer then assumes the financial risk if the tax projections for the project fall 
short. The interest rate on the note was 8%, and it was scheduled to mature not later than 
September 1, 2009. 

$ 136.000 
$ 80.000 
5 35.000 

Public Comment 

- 

5% 
3% 
1 % 

According to the neighborhood resident interviewed, a community meeting was held at a local 
church by the City and 50th Ward Alderman Bernard Stone to inform residents about the project. 
Residents expressed anger at the meeting because they felt that the development project was a 
"done deal" and that the community was not allowed input. They expressed worries about traffic, 
liner, crime, and the fence at the rear of the property, which abuts houses. No changes were 
made to the plans to address the concerns, but the developer promised to keep the property well- 
maintained. 

The project proceeded, and those interviewed felt it was successful. The resident reported that. 
until the shopping center was sold, neighbors had been fairly satisfied with the propeny 
maintenance, but now residents have concerns about the upkeep of the property and its environs. 

Several pieces of evidence support the residents' claim that the project was a "done deal." For 
example, the Redevelopment Plan contained a specific dollar amount for property acquisition, 
which indicates that the developer had already negotiated for the purchase of the property prior to 
the creation of the TIF district. In addition, the qualification study and redevelopment plan 
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documents for this TtF district came directly out of the Commissioner's OfFtce of DED. 
Typically, the project would have been assigned to a staff division within the department. Finally, 
the redevelopment agreement was approved immediately after the adoption of the TIF district. 

The speed at which this project was approved suggests that leu than due diligence was 
undertaken in determining the amount of public assistance necessary. Furthermore, according to 
current City staff, the internal file on this project has minimal information and it contains no 
financial analysis. 

Intergovernmental Review 

This TIF district was adopted prior to the amendment to the TIF Statute creating the Joint 
Review Board. There is no record of any taxing districts providing input into the TIF creation or 
implementation processes. 

Real EAV in the West Ridge-Peterson TIF District declined by nearly 50% between 1987 and 
1995, from $8.4 million to $4.2 million. Much of the decline came in the first years of the district 
and is largely attributable to demolition activity. 

FIGURE 3-3 

EAV TRENDS FOR THE WEST RIDGE- 
PETERSON TJF DISTRICT: 1988-1995 

More informative composite EAV trends can be seen in Figure 3-4 below. As the figure shows, 
the average annual EAV growth rate within the TIF district was 18.4%. EAV increased by over 
163% from the base year (1987) to 1995, greatly outpacing All-Chicago EAV growth. Finally, 
compound annual EAV growth rates for the TtF district and the entire City of Chicago are 
presented. Compound rates are more precise measures than annual growth rates as they take into 
account the different number of years the TIF district was in place. Once again, compound EAV 
growth rates outpaced Chicago-wide growth rates, 11% versus 5.4%. 
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FIGURE 3 4  

COMPOSITE EAV TRENDS: 
1988-1995 

Base Tear to 1085 
Compound Annual 
Growth Rate in TIF 
District EAV 
Compound Annual 

Economic Development Resulfs 

A shopping center was constructed in the West Ridge-Peterson TIF District, anchored by a 
Venture store, three other retail spaces and two outlet stores. No additional activity has taken 
place since the shopping center project was completed. 

DIVISION-NORTH BRANCH 

Why Was TIF Selected? 

The neighborhoods east of Goose Island were undergoing a transformation in the 1980s. shifting 
from primarily industrial to increasingly residential and commercial, especially retail. Industrial 
interests fought for creation of a Planned Manufacturing District (PMD), which was adopted in 
1988. Simply stated, a PMD designation means that the manufacturing or industrial zoning 
classifications assigned to an areaare unchangeable; rezoning or zoning variations would not be 
considered. Goose Island was among the first PMDs in the City. 

City planners were considering a larger scale TIF district on Goose Island before scaling back the 
boundaries to the user-specific site. A developer had proposed an industrial park, but City staff 
did not agree with the requested subsidy, and that project was rejected. Mayor Richard M. Daley 
had just been elected, and the new administration had not made its opinion known regarding the 
PMD policy. DED st& decided to move ahead with the smaller scale project initially, although 
two other TIF districts have since been created on Goose Island. 
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According to interviews, the Division-North Branch TIF district was, in pan, a vehicle to meet 
the public relations needs of the PMD supporters, for it had to demonstrate that industrial 
development could be anracted to the area. Even after the PMD was adopted, there were a 
number of developers and land owners who maintained that market forces should be allowed to 
prevail in determining land use. 

River North Distributing was a start-up wholesaler of alcoholic beverages and snack foods. River 
North's management considered numerous sites throughout the Chicago metropolitan area as 
potential locations for the business. Apparently, several suburban sites offered less expensive 
land. The Division-North Branch site had several specific and costly problems, such as the 
presence of asbestos and an underground storage tank requiring removal, as well as a seawall on 
the Chicago River that required nearly $1 million in repairs. The TIF district was necessary to 
make the cost of the site competitive with suburban alternatives. 

Planning Context 

This district was adopted by the City Council on March 15, 1991. It is located on the Near North 
Side's Goose Island, an industrial enclave that had been the subject of land use controversy during 
the real estate boom of the 1980s. 

At the time of adoption, the TIF district included one vacant industrial building located on a 3.3 
acre site. The TIF district is generally bounded by the north branch of the Chicago River to the 
west, a Line approximately 878.9 feet north of and parallel to  West Division Street on the north, 
North Branch Street on the east, and the northern edge of the right-of-way of West Eastman 
Street on the south. The base EAV for the TIF district is S482,lSO. 

Generally, the goals stated in the Redevelopment Plan were to foster and strengthen the City's 
industrial and manufacturing base and to encourage investment, modernization, and expansion by 
providing for a stable and predictable industrial environment. 

The Redevelopment Plan includes a S6,577,000 budget, as detailed here: 

Fipre  3-5 

DMSION-NORTH BRANCH TIF DISTRICT BUDGET 
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However, the Redevelopment Agreement only called for $2.4 million in project costs to be paid 
out in TIF assistance. 

l7F District Futuiing and Revenues 

The City Council authorized up to $3 million in bonds on April 12, 1991 to fund the public 
improvements approved in the Redevelopment Agreement. Bonds in the amount of $2,865,000 
were offered through a private placement with a final maturity date of January 1.2014. 

This financing is particularly noteworthy, since the projected incremental propeny taxes from the 
redevelopment were insufficient to amortize the bonds, accordihg to the bond feasibility report. . . 
~xpected propeny taxes, when stabilized, were $60,000 annually. Thus, the TIF revenue would 
fall far short of the annual debt sentice of approximately $320.000. To enable the project to 
proceed. the City also pledged its city-wide liquor taxes (up to the amount of the debt service on 
an annual basis). 

Public Comment and lnrergovernmental Review 

The overlapping taxing districts for the Division-North Branch TIF district have never met in a 
Joint Review Board. 

M V Trends 

Real EAV in the Division-North Branch TIF District declined by nearly S O 0 ?  between 1987 and 
1995, from $8.4 million to $4.2 million. Much of the decline came in the first years of the district 
and is largely attributable to demolition activity. 

EAV TRENDS FOR THE DIVISION- 
NORTH BRANCH TIF DISTRICT: 1992-1995 

More informative composite EAV trends can be seen in Figure 3-7 below. As the figure shows, 
the average annual EAV growth rate within the TIF district was 81.14%. EAV increased by 
nearly 487% 6om the base year (1987) to 1995, greatly outpacing All-Chicago EAV growth. 
Finally, compound annual EAV growth rates for the TIF district and the entire City of Chicago 
are presented. Compound rates are more precise measures than annual growth rates as they take 
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into account the different number of years the TIF district was in place. Cnce again, compound 
EAV growth rates outpaced Chicago-wide growth rates, 34% versus 4.7%. 

Figure 3-7 

COMPOSITE EAV TRENDS: 
1992-1995 

TIF % Change: 1995 Over 

% Increase in All Chicago 
EAV from Base Year to 
1995 I 
Comwund Annual Growth I 34 0% ,~~ - ~~~~ - 
Rate in TIF Distrid EAV I 
Comwund Annual Growth I 4.7% 
(~ate' in Chicago EAV 

Economic Development Results 

Ultimately, facilities for the River North Distributing C o r e  any were constructed in the Division 
and North Branch TIF District. 

As noted earlier, this TIF district was controversial because of the context of the PMD. It did 
receive the backing of PMD supporters. Some landowners were disappointed, because they, too, 
wanted to participate in the TIF district benefits on an individual or area-wide basis. However, 
the site itself required so much public investment-more than the TIF alone was expected to 
product-that TIF dollars were not available for additional public improvements. 

DED staff interviewed were positive regarding the benefits of the Division-North Branch TIF 
district. The TIF district assisted the City in securing an industrial site user that might otherwise 
have been lost to the suburbs. The location of River North Distributing was an example of the 
City's positive disposition toward industrial land use, and it quelled the PMD controversy. In the 
years since this TIF district was adopted. several other industrial companies have invested on 
Goose Island by either expanding their existing facilities or constructing new facilities. 
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%TH AND STONY ISLAND 

Why Was nF Selected? 

The TIF district at 95th and Stony Island was categorized by the Illinois Department of Revenue 
as a Mixed Use development TIF, and the Redevelopment Plan provides for business-planned 
development, commercial, industrial, and open space. Yet, the force driving the creation of this 
TIF district was a development proposal from First National Realty & Development Company, 
Inc. for a $30 million, 3 10.000 square foot shopping center. The anchor for the new center was 
the Courtesy Home Center store, which was to be relocated on the site. 

Planning Conlext 

The 95th and Stony Island TJF district was adopted on May 16, 1990. ARedevelopment 
Agreement was adopted by the City Council on July 3 1, 1990, but it was never executed. 

The TIF district's boundaries encompass approximately 75.9 acres, 72 percent of which were 
vacant, unused railroad rights-of-way. The existing land uses in the district included a Counesv 
Home Center, the ~lcarview ~lastics Company, a restaurant, and two small strip shopping 
centers. The boundaries of the TIF district are irregular, with a long east-west axis along 95th 
Street from west of Stony Island to Paxton Street on the east. There is also a large vacant tract 
jutting off to the southeast, extending from the north end of the northwest comer of 95th and 
Stony Island to approximately 99th Street. The western boundary is the Chicago and Western 
Indiana Railroad right-of-way. The buildings on the north side of 95th Street make up the mixed 
use portion of the TIF district. 

The area qualified for TIF as blighted vacant and blighted improved land parcels. The base EAV 
was $1,964.709. 

The goals of the TIF Redevelopment Plan were to assemble land for new development and to 
create a major shopping center for the southeastern region within the City. Also, safe vehicular 
and pedestrian circulation were a priority. The Redevelopment Plan included design objectives 
that also emphasized parking, circulation and pedestrian movement. 

DED held the request for public assistance for approximately two years while City staff worked 
out several problems. One concern was reports of financial difficulties and delayed property tax 
payments for TIF projects in which the developer was involved in other municipalities. Another 
was that the City would be over-subsididng the purchase price of the property: many staffers felt 
it was set far higher than market value. Perhaps most seriously, the developer had already 
purchased some of the property through a tmst in which he had partial interest, prior to making 
the proposal to the City. This compromised the argument that public involvement was needed, 
because the devdoper had demonstrated the financial ability to move forward without a City 
commitment. 



The TIT district budget allocated $15,204,500 to various public improvements: 

Figure 3-8 

95TB AND STONY ISLAND TIF DISTRICT BUDGET 

..".,".." .".--..".. 
Architect 6 Engineer Fees I S  72.000( 0% 
Bond Issuance Costs I S 2.500.0001 16% 

l7F Disrrict Funding and Revenues 

CHICAGO CASE STUDIES ASSESSING TAX INCREMENT FINANCING 

led. Up to $5 million in bonds was authorized on July 3 1, 1990, but the bonds were never i s s ~  

Public Comment 

According to former DED staff. a number of community meetings were held for the local 
residents the area. ~ e i ~ h b o r s  expressed concerns about existing and post-development traffic 
conditions and flooding problems experienced in the vicinity. Local storm sewer improvements 
were intended to be paid for out with TIF funds. 

Intergovernmental Review 

The overlapping tax districts did not comment on the creation of this TIF district and the Joint 
Review Board has not been active. 

EAV growth was impressive in the 95th and Stony Island. This came despite the lack of 
development activity. As Figure 3-9 shows, real EAV in the 95th-Stony Island TIF District 
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increased by nearly 19% between 1991 and 1995, from $3.8 million to $4.5 million. 

FIGURE 3-9 

EAV TRENDS FOR 95TE-STONY 
ISLAND TIF DISTRICT: 1991-1995 

Figure 3-10 below shows composite EAV trends for the district. The average annual EAV growth 
rate within the TIF district was 18.9%. EAV increased by over 94% from the base year (1 991) 
to 1995, vastly outpacing All-Chicago EAV growth at a rate of about nine to one. Similar results 
emerge when compound EAV growth rates are considered. The compound EAV growth for the 
95th and Stony Island TIF district was 14.0% between 1991 and 19985, versus only 2.1% for all 
Chicago. 
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FIGURE 3-10 

COMPOSITE EAVTRENDS: 1991-1995 
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Economic Development Results 

This TIF district has not yet experienced any significant redevelopment activity. The site remains 
undeveloped for several reasons. According to a former DED staff person, the developer ran into 
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financial difficulties prior t3 initiating implementation and was unable to construct the project. In 
addition, the wetlands on the south end of the district limit the developable square footage on the 
site. preventing economically feasible redevelopment (without significant public subsidy). Despite 
annual TIF collections that go unspent, the sewer improvements included in the 95th and Stony 
Island Redevelopment Plan have not been made. The City reports that it has been working with a 
developer for months on a new project for this location, although no new projects have yet been 
announced. 

In sum, the City has taken a reactive stance toward TIF district management at 95th and Stony 
Island. Even though the developer was unable to complete the project, the City did not take 
definitive action either to abolish the district or to market the property actively for redevelopment 
Though the City did not own the property, it could have spurred redevelopment by issuing a 
Request For Proposals for alternative redevelopment projects. 

NORTH LOOP 

The City of Chicago first used Tax Increment Financing when it adopted the North Loop TIF 
district on June 20, 1984. This district was amended on September 23, 1987, to allow for the 
demolition of the McCarthy Building, which had previously been protected as an historic 
landmark. A second amendment that will greatly expand both the district's boundaries and its 
budget was approved in 1997. 

Why Was TIF Selected? 

The driving force behind the deveiopment of this district has been the City's Department of 
Planning and Development. Planning for North Loop redevelopment dates back to the major 
civic planning effort that culminated in the Chicago 21 Plan of 1973. Additional planning steps 
were taken throughout the 1970s and 1980s. including the adoption of the North Loop Guidelines 
for Conservation and Redevelopment initially published in March 1981 and subsequently updated 
and amended twice. 

Planning Conrexr 

The North Loop TIF district currently includes five whole blocks and four partial blocks in the 
Central Business District (CBD). It qualified for TIF as a blighted improved area under the State 
enabling legislation. The initial EAV was 553.1 58,199. The irregularly shaped area is generally 
bounded by the Chicago River on the north, State Street and Wabash Avenues on the east. 
Washington and Randolph on the south, and Clark Street, except for a small extension to LaSalle 
Street to the west. 

The objectives stated in the Redevelopment Plan include stimulating mixed-use development; 
maintaining, upgrading and reinforcing the retail character of the State Street Mall, "emphasizing 
quality over quantity in all retail development," and revitalizing the area to contribute to  the 
regional focus of the CBD. 
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The original Plan is relatively detailed compared to several of the plans for other TIF districts 
selected for study. First, the budget makes clear that redevelopment of the Theater District was a 
primary consideration of the Plan. Second, eight buildings were identified for conservation, 
suggesting that they would not be demolished for redevelopment. Third, detailed design 
recommendations from the North Loop Guidelines were also included. 

The original budget was $283 million. A footnote allowed that additional, unspecified costs of 
bond issuance would also be included. 

TIF District Funding and Revenues 

The City initially issued $65 million general obligation bonds and $55 million in anticipation notes 
to finance the North Loop TIF district. However, more recently, the City has moved to provide 
assistance on a "pay-as-you-go*' basis, in which the developer receives assistance on annual basis. 
up to the amount of incremental taxes in the TIF district, up to a period of several years. This 
methods shifts risk onto the developer. 

Public Comment 

Based on minutes from a March 20, 1984, public hearing on the TIF district, some opposition to 
the TIF district was voiced, declaring that the area would develop without the added incentive. 
However, those testifying overwhelmingly supported the TIF district, saying that it was the 
logical next step in the City's efforts to revitalize the area. 

Some opposition to the North Loop T E  district expansion should be noted. The Neighborhood 
Capital Budget Group (NCBG) and others opposed it at a meeting of the Community 
Development Commission. Critics argue that the City already has a significant proportion of its 
tax base frozen in TIF districts. that TIF should be reserved for neighborhood projects, and that 
redevelopment would occur in the Central Loop without a T E  district. 

Intergovernmental Review 

The North Loop TIF district Joint Review Board has not been active. 

TIF Amendnents 

An extensive expansion of the TIF district was adopted in 1997, and the district has been renamed 
the Central Loop TIF district. According to DPD staff. one of the major reasons for the 
expansion is that the funds expended for North Loop improvements are nearing the initial total 
budget in the original plan. Another reason is that many of the Ciass "C' buildings in the 
expansion area are obsolete, but costs of redevelopment are too high to attract private 
redevelopment without public assistance. 

The new boundaries of the expanded TIF district include two new areas: one to the west, and 
one to the east and south of the original area. The western addition consists of one full block and 
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five partial blocks. The eastern addition consists of twenty-three hll and eight partial blocks. In 
total, the added area comprises approximately 138.9 acres. 

The added area qualifies for TIF districting as a conservation area. The frozen EAV for the area 
is estimated at $903,827,523. The year of the TIF district's expiration, 2007, remains unchanged. 

The amended Redevelopment Plan proposes an additional $300 million in expenditures, $17 
million more than the original budget, bringing the total to $583 million. The amended budget 
also includes a footnote stating that the costs of financing are additions to the budget. The total 
budget was determined by the expectation that $30 million annually would be collected in 
incremental property taxes for the remaining 10 years of the TIF district. 

AMENDED NORTH LOOP TIF DISTRICT BUDGET 

The goals in the amended Plan are essentially the same as in the original Plan. The budget clearly 
indicates that the Theater District will remain a priority project and that rehabilitation and reuse of 
existing buildings will be emphasized over demolition and new construction. As for specific 
projects, including capital improvements, the Plan is general in nature. 
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EAV growth in the North Loop TIF district skyrocketed by 51 1.8% between 1985 and 1995, 
from $63 million to $387 million. 

EAY TRENDS FOR NORTH LOOP TIF DISTRICT: 1985-1995 

An examination of composite EAV trends reveals an average annual EAV growth rate of 47.0%. 
a strong performance by any standard. EAV increased by nearly 61 1% from the base year (1985) 
to 1995, greatly outpacing All-Chicago EAV growth, which was only 94.7%. The compound 
EAV growth for the North Loop TIF district was 16.0% between 1985 and 1995, versus only 
5.8% for all Chicago. 

, YEAR 
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COMPOSITE EAV TENDS: 1985-1995 

Real EAV Year 
to Y w  

S 63.378.376 

Economic Development Results 
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The City has entered into 15 redevelopment agreements over the life of the North Loop TIF. 
Figure 3- 14 on the following two pages briefly summarizes each project. 
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Figure 3-14 

NORTH M O P  TIF DISTRICT. PRIVATE PROJECTS TO DATE (June 1997) 

Developer to purchase property for $11 million fmm City. 
Chicago Theater 8120184 Acquisition 6 rehabilitation Of Chicago Theater 6 Page Bms. Building (175177 N. 
Restoration Ass'n. State). City provided $ 12.5 million sale-leaseback financing. 513.5 million loan an< 

$2.5 million Urban Development Adion Grant (UDAG) loan. 
Baird 6 Warner/ 911 1/85 Apartmenthetail and Office tower development at Clark EL Lake. Response to 1985 
Higginbdoml RFP. Developer purchased pmperty for $13 chillion from City. 
Stein 6 Co. I I 
Tremont Theater 12/23/85 Parklng deck with 12.000 5.1. ratail space at Dearbom 6 Lake. No public 
Rows Paltnership assistance. Zoning change meded.. 
Buck 6 Wexler 3/25/88 HoteVretail6 office tower development at Wacker 6 Dearbom. Response to 1985 
W n  . RFP. Developer purchased propedy for $12 million fmm City. 

FJV Venturn 9/23/87 Threephased project; two office towen and 300.000 s.f. retail. Response to 1983 
RFP. Developer purchased poperty for $12.6 million from city. 

Baird 6 Warner/ 1011 5/87 Restatement of 12/23/85 agmment. delaying closing on office tower parcel to no 
HiginbotIOml later than 10189 
Stein 6 Co. 
Linpro 911 4/88 Office towen at 161 and 181 N. Clark. Required zoning change to Planned 

Development. Developer-owned Hams-Selwyn Theater conveyed to City. then to 
Goodman Theater for restoration 

Construded. 
Completed. 

Apartment 
development 
construded: 
200 N. 
Dearbom. 
Completed. 

Both hotel 6 
office tower 
completed. 
P m r t y  
sale dosed 
but no 
construction 
to date. 
Completed. 

Phase 1 (161 
N. Clark) 
only 
completed. 



NORTH LOOP TIF DISTRICT: PRIVATE PROJECTS TO DATE (Continued) 

I ~heatkr Gmup 
W a  Goodman 

3 Development 

Edison Co. 

Development 

Pmpefly for 
Goodman 

6/28/89 
Theater 

Parking deck with 18,000 s.f. retall space at Wabash 6 Randolph. No puMic 
assistance. Completed. 

5HtU90 Renovation of Hams-Selwyn m a t e n .  City contributes up to $8 million toward Fundraising 
rehab. Conveyance of pmperiy for $10. underway. 

1211 5/93 Phase I study of restoration Of the Reliance Building. Cily authorized to use quick Completed. 
take powers to acquire the pWeriy. 

I 

3/2/94 I Cunsl~dion of new eledrical Substation at 6-10 E. Lake. No public assistance. 
I 
I Not vet 

I I uam&nced. 
11/23/94 Projed Manager agreement for t'~~0vatiOn of the Reliance Building at 32-36 

N. State. 
work 
comdeted.: 
cay issued' 
RFP for sale 

4/29/96 
1 m .  

$28.5 million renovation of the Oriental Theater on Randolph St. Delayed due 



CHICAGO CASE STUDIES ASSESSING TAX INCREMENT FINANCING 

Figure 3-14 shows that most activity occurred relatively quickly in the years following the 
creation of the TIF district. Prior to the TIF, the City had issued $55 million in general obligation 
anticipation notes in 1981, and $65 million in general obligation bonds in 1982. Some of the 
proceeds !Tom these obligations were used to pay for land acquisition in the North Loop area. 
The City subsequently issued Requests for Proposals (RFPs) for private redevelopment efforts. 

'The responses generated led to a fluny of activity in the early 1980s. 

Redevelopment continued throughout the robust real estate market of the late 1980s. As the real 
estate market weakened in the early 1990s. activity in the North Loop TIF slowed considerably. 

The City's economic development efforts in the North Loop. have produced tangible results, 
despite the vacant block resulting from the failure of the F3V Venture project, as the list shows. 

Several of the projects for which redevelopment agreements are listed did not actually require 
public financial assistance. It is the City's policy, however, to use a redevelopment agreement in 
TLF districts when any public action is involved, such as a zoning change or relocation of City- 
owned infrastructure. City staff takes advantage of these instances to prohibit a developer from 
seeking any reduction in or exemption from property taxes in acknowledgment that the 
redevelopment site is located in a TIF. 

NEAR SOUTH 

The Near South TIF district is similar to the North Loop TIF district in that it, too, was greatly 
expanded by amendment. It is also proximate to, although not within, the CBD. In fact, when 
the North h o p  TIF expansion is completed, these two districts will abut, permitting the use of 
North Loop TIF funds in the Near South TIF district. 

Why Was TIF Selected? 

The Chicago Department of Planning and Development has been the catalyst behind development 
of the Near South Tax Increment Financing District. 

The genesis of the Near South TIF district dates back several years to the convening of the 
Burnham Park Task Force by the Chicago Plan Commission. The Task Force was made up of 
many interests in the neighborhood and discussed issues relating to the area's future. In 1986, the 
Department of Planning published the Near South Development Plan. 

At about the same time, a developer assembled 36 acres of abandoned railroad yards. gained 34 
acres of air rights, and designated the land for the multi-phased. Central Station mixed-use 
development proposal. While the City considered the project, which required a zoning change to 
Planned Development (PD), active community representatives voiced their opinions about the 
plan, calling for better integration of the development into the neighborhood and better access 
within the development. Some of these'comrnunity desires were codified in the Central Station 
Development Guidelines adopted by the Plan Commission on March 1, 1990. 
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According to interviews with former DPD staff and community groups, the Near South TIF was 
amended specifically to fund nvo additional development proposals located at 13 18-52 S. Wabash 
and 1400-12 S. Indiana. The City Council adopted the amendment on August 3, 1994. 

Planning Context 

The Near South TIF was originally adopted as the Central Station Area TIF district on November 
28, 1990. The initial area qualified under the TIF law as blighted improved and vacant lands, and 
covered approximately 127 acres. The predominant land use in the area was abandoned railroad 
yards. The initial EAV was $3,223,423, 

The total base EAV for the Near South TIF district is $128,812,758. The boundaries may be 
generally described as Congress Parkway on the north; Michigan Avenue, Lake Shore Drive, and 
Calumet on the east; various lot lines between 2lst Street and Cermak Road on the south, and 
State Street on the west. 

The Redevelopment Plans (both original and amended) are the most detailed of all the Plans 
examined. The goals from the original document include completing the southern edge of Grant 
Park; connecting the museums and McCormick Place and the CBD; specific roadway 
improvements including the relocation of Lake Shore Drive; and expanding the residential 
population. Additional goals added at the time of the amendment were maintaining the Michigan 
Avenue street wall and encouraging an Arts District through loft rehabilitation and conversion 
developments. 

The total budget of S105.65 million is itemized as follows: 

NEAR SOUTH TIF DISTRICT BUDGET 

Adiiiiiirat~ve Costs 1 S 700.000( 1% 

TOTAL 6 lOS,660,0OOl 100% 

. . . . 
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S 9SOO~OOO 
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0 3,800,000 
$ 1,250,000 

- - -  

9% 
9% 
9% 
6% 
4% 
1% 
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The original TIF district budget was S40 million; after the amendment, the budget more than 
doubled, commensurate with the increase in physical area. 

The Phase I improvements included reconstructing Roosevelt Road and Indiana Avenue, stone 
wall demolition, fiber optics relocation, improvements to Prairie Avenue, 14th and 15th Streets, 
and landscaping. These items cost S8,508,108. The professional services costs related to the 
creation of the TIF district, infrastmcture improvements, and pre-development costs were an 
additional $4,706,471, Some of the shortfall was paid by the developer, and some was 
reimbursed by a subsequent TIF bond issue in 1994. 

77F District Funding and Revenues 

In 1991, the City issued $4.4 million in TIF bonds to pay for the first phase of the public 
improvements. 

In 1994, the City approved a second TIF bond sale not to exceed $40 million. It issued $23 
million in bonds, which were used to reimburse the Central Station public improvements, to 
undertake additional improvements in the vicinity. and to offer an incentive for two additional 
projects. 

Public Comment 

As noted above, community residents have been extensively involved in the planning process for 
the Near South TIF district. In fact, in order to bring community access goals to fruition, more 
public improvements were required than the developer had originally anticipated. The TIF district 
was viewed as an opportunity to use excess tax dollars generated by the private development as a 
way to pay for the public improvements that were not directly related to the Central Station 
development. 

Amending the Near South TIF district was not without controversy. Representatives from single 
room occupancy hotels decried the expansion of the TIF district, seeing it as the final step toward 
total gentrification of the neighborhood. Afl'ordable housing provisions were included in the 
Central Station Redevelopment Agreement and in the agreement with Senior Suites Chicago. The 
language in the Central Station agreement, however, requires that a limited number of apartments 
be made available to elderly individuals only, effectively prohibiting many of the lower-income 
residents from relocating to the new developments. The Senior Suites development agreement 
does not contain such language, but it is clear that the development would be marketed only to 
seniors. 

Iniergowrnmen~al Review 

There has been no appreciable intergovernmental review by overlying taxing bodies. 
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77F Amendments 

The expanded area, nearly twice the size of the initial area, covers approximately 248.4 acres and 
also qualified as blighted. The expanded area is an improved (i.e., built-up) area that has a base 
EAV of $124,791,988. 

Wabash Limited Partnership was the developer for one ofthe two subsequent development 
proposals. This project involved the rehabilitation of two structures located at 13 18-52 S. 
Wabash. The $ 12.5 million project created 87 one- and two-bedroom condominium units and 
ancillary parking. The City provided 52.06 million in TIF assistance. Rehabilitation construction 
costs are allowed under the TIF Statute, and it appears that construction costs (rather than related 
public improvements) were paid for with TIF assistance. 

The second development to take place after the TIF district amendment was the redevelopment of 
1400-12 South Indiana Avenue by Senior Suites Chicago Central Station Limited Partnership. 
This $9.5 million project was new construction ofa 71,586 square foot multifamily housing 
development. The 96 units comprised studio and one-bedroom units. The Senior Suites project 
received two forms of public assistance. First, the developers received a $5,148.097 loan through 
the City's Department of Housing. TIF hnds in the amount of $960,000 later reimbursed the 
entire cost of acquiring the property. 

The City recently entered into a fourth Redevelopment Agreement for this TIF district. The 
Vietnam Veterans A n s  Group purchased 1801 S. Indiana Avenue from the City for $1 to develop 
a museumfart gallery. 

EAV growth in the Near South TIF district declined from 1991 to 1992, and then grew modestly 
between 1992 and 1993, by approximately 4%. The huge increase in EAV between 1993 and 
1994 is due to expansion of the TIF district boundaries through amendment and establishment of 
a new frozen EAV base. 

EAV TRENDS FOR NEAR 
SOUTH TIF DISTRICT: 1985-1995 
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Figure 3-17 shows EAV composite EAV growth trends for 1994 and 1995, after the TIF district 
was amended. Both the aggregate and compound EAV growth for this district were the lowest of 
all the districts surveyed. However, this result is due largely to the fact that only two years of 
data were available for analysis. 

COMPOSITE EAV TRENDS 
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' EAV growlh calculated for only the two year period after 
Ihe TIF district amendment established a new frozen EAV base. 

Economic Development Results 

The Near South TIF district has experienced a great deal of activity. Completed projects include: 
the reconstruction of Roosevelt and Indiana Avenues; improvements to Prairie Avenue. 14th and 
15th Streets; and landscaping. The District's 1994 amendment provided hnds for structure 
rehabilitation and the construction of senior housing. 
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COMPARATIVE ANALYSIS 

The following section presents a comparative analysis of the findings of the Chicago case studies. 
Specifically, it looks at the following: 

Why Was TIF Selected? 
Planning Context; 
TIF District Funding and Revenues; 
Public Comment; 
Intergovernmental Review; 
TJF Amendments; 
Financial data trends for the five TIF districts studied and the City of Chicago, including EAV 
Trends, EAV Projections, and TJF District Budget Data; 
Surplus Distribution; 
Economic Development Results; and 
Limits of Data for Evaluation 

Why Was TIF Selected? 

In three of the cases studied - West Ridge-Peterson, Division and North Branch and 
95th & Stony Island - TIF was selected as an economic development tool to facilitate specific 
private development projects. In the remaining two cases, North Loop and Near South, the 
Chicago Department of Planning and Development was the catalyst behind TIF district 
establishment in order to spark private investment. 

In all cases, the Department of Planning and Development considered other economic 
development tools in lieu of TIF, such as Community Development Block Grants or the Cook 
County Real Property Incentives Classifications. However, the Depanment determined that the 
projects under consideration either would not qualify for federal economic development assistance 
or that the incentives available under the limited array of federal, state and local programs would 
not be an appropriate fit with project goals. 

Planning Context 

There was wide variation in the amount of planning performed among the two TIF districts 
located in the Central Area and the three neighborhood TIF districts. The City conducted a 
substantial degree of market analysis and incorporated community input into the development of 
the North Loop and Near South TIF districts. The planning process for these TIF districts took 
into account recommendations from the extensive planning efforts that produced the North Loop 
Guidelines for Conservation and Redevelopment and the Central Station Development Guidelines 

In the case of two of the three neighborhood TIF districts - West Ridge-Peterson and 95th & 
Stony Island - tax increment financing was adopted in response to developer projects, outside the 
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context of a comprehensive community plan, and with limited community input. The developer 
was also the driving force behind creation of the Division and Nonh Branch TIF district. 
However, it is important to note that this district was designed to complement the City's 
designation of Planned Manufacturing Districts. 

Interviews with current City Department of Planning and Development staff suggest that more 
recently, TIF districts arc designated in conjunction with existing economic development plans. as 
evidenced by the number of industrial TIF districts being considered as tools to implement the 
recommendations of the Model Industrial Corridors Plan. 

Common Planning Requirements 

There are several common provisions in the City's TIF redeveiopment agreements. 

First, property owners entering into agreements are prohibited by the City from appealing or 
seeking an exemption from propeny taxes. 

Second, equal employment opportunity (EEO) language is required to be part of the TIF 
Redevelopment Plan under the State statute. The City also has affirmative action goals of its 
own. For example, the dollar goals for construction contracts or subcontracts provide that 25% 
of the total cost are directed to minority-owned business enterprises, 5% are directed to women- 
owned enterprises, and 30-50% are directed to Chicago-based businesses. 

Third, most redevelopment agreements contain a "first source" agreement, in which the developer 
provides employment opportunities for Chicago residents first. A certain percentage of the 
permanent jobs created by the development are to be open to Chicago residents. The City refers 
resident applicants for the jobs from the City's job training programs, although developers are not 
required to hire the referrals. Depending on the redevelopment agreement, developers are 
sometimes required to include first source provisions in tenant leases, as well. 

Finally, many redevelopment agreements contain a stipulation for "linked development." Linked 
development requires developers to provide specified hours of community service. For example, 
Commonwealth Edison was required to provide 500 hours of technical assistance for lighting 
design and implementation for a night lighting program in the CBD. Wabash-Randolph 
Partnership was required to provide 150 hours of technical assistance to neighborhood 
development efforts. Other developers make financial contributions toward redevelopment 
efforts. For example, in the Miller-Klutznick-Davis-Gray agreement, the developer promised to 
pay 51.25 million toward the cost of maintenance and operation of the Hanis-Selwyn Theaters. 
However, monitoring of linked development agreements is minimal. 

TIF District Funding and Revenues 

The 'City uses "gap" analysis to determine the amount of financial assistance a project will be 
awarded. This method requires developers to submit two sets of operating rtatement projections- 
one showing project operations without any public assistance, and the other showing the project 
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operations with assistance. The difference between these two provides the amount of assistance 
the developer believes is needed to make a project worthy of investment, which the City then 
incorporates into its own analysis. The City does not usually provide assistance greater than 
20%-25% of a given project's costs. 

The City issued general obligation bonds to finance the North Loop TIF district. Limited 
obligation bonds, which pledge tax increment revenues toward debt service payments, were issued 
to finance the three other districts currently in operation: West Ridge-Peterson, Division and 
North Branch, and Near South. Because they are backed solely by TIF revenues, limited 
obligation bonds are considered far less risky to the City than general obligation issues (which 
pledge the City's fbll faith and credit) and impose no legal obligation on the City to make up TIF 
district revenue shortfalls. 

The City provided assistance in the form of bonds in the five cases studied which were initiated 
between 1984 and 1991. However, more recently, it provides assistance on what is known as a 
"pay-as-you-go" basis, in which the developer receives assistance on an annual basis, up to the 
amount of incremental taxes in the TIF district, over a period of several years. This method 
requires that the developer assume the risk of development and be compensated based upon the 
success of the project, thereby ensuring the least risk to the City. 

In all five cases studied, the incentives to private developers were relatively small in proportion to 
the total project costs. The City's unofficial policy is not to contribute more than 20-25% of a 
given project's costs. A few North Loop projects did not require public assistance, and several 
more involved the City's acquiring and selling property to developers at reduced prices (land 
write-down). The City contributed 25% of the total project costs at West Ridge-Peterson. Had 
the 95th and Stony Island project gone forward, the City was committed to contributing only 
17%. In the two Near South examples. TIF provided 16% of the financing for the Wabash 
Limited Partnership project, and 10% of the Senior Suites project financing (although combined 
with a Department of Housing loan, the City's financing for the Senior Suites Project totaled 
64%). 

Public Comment 

Citizens voiced a variety of concerns at the mandatory public meetings held prior to TIF district 
adoption in all five cases studied, including: the project's potential impact on traffic and crime 
( ~ & t  Ridge-Peterson); traffic and flooding (95th and stdny island); and lack of affordable 
housing (Near South). In the three TIF districts created in the neighborhoods: West Ridge- 
Peterson, 95th and Stony Island and North Branch-Division - community representatives 
expressed frustration that proposed TIF improvements were not related to existing community 
plans. 

In the case of the three neighborhood TIF districts, there appeared to be limited citizen 
participation in the discussions that preceded district development. In contrast, in the Near South 
and North Loop TIF districts, community residents were involved in meetings to develop 
guidelines that were later used in developing the TIF district. Even so, when the Near South TIF 
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District was amended, some community members expressed concern that it was amended 
primarily for the benefit ofthe developer rather than for broader community goals. 

Some neighborhood representatives interviewed perceive a lack of initiative on the part of the 
City. In the West Ridge-Peterson and Division and North Branch TIF districts, neighborhood 
representatives expressed frustration that the TIF districts were rarely used to implement existing 
plans or community desires. Evidence suggests this situation is changing in the DPD, most 
notably in the use of TLF as a tool to realize the goals of the Model Industrial Corridors Plan. 

Intergovernmental Review 

Depending on the TIF district's location, eight or nine units of government, including the Chicago 
Board of Education, overlie the five districts studied. However, none of these taxing districts has 
monitored TIF district development to an appreciable degree through participation in the planning 
process. In no instance did more than one taxing body ever attend meetings of the Joint Review 
Boards, the TIF districts' statutorily required review committees. 

The taxing districts defend their lack of participation on the rounds that the sheer number of TIF 
districts in Chicago-36 and increasing-means that attending all JIG3 meetings would impose 
notable burden on the taxing districts' staffs. Usually, the JRB meets at least once prior to a TIF 
district's adoption, and then annual meetings convene on certain anniversaries. Some taxing 
districts. like Cook County, cover numerous other TIF districts outside of the City of Chicago, as 
well. Participation would require hundreds of hours of stafftime. 

TIF Amendments 

TIF Redevelopment Plans may be amended if the amendments are deemed necessary to enhance a 
project's original objectives, or if factors are present in adjacent areas that minimize the possibility 
of success within the original TIF district's boundaries. Two of the Chicago TIF districts studied 
amended their original plans: the Near South and the North Loop TIF districts. 

The Nonh Loop TIF was amended in 1987 and is under consideration for an additional 
amendment in 1997. The 1987 amendment provided for demolition of the landmark McCarthy 
building. The proposed 1997 amendment will change the district's name to the "Central Loop," 
expand the district's boundaries by 138.9 acres, and increase the original budget from $283 
million to $538 million. The most significant uses of the additional funds will be for theater 
rehabilitation, the rehabilitation, conversion and reconstruction of buildings; public works 
improvements; and transit improvements. 

The Near South TIF district's plan was amended in 1994, expanding the size of the district from 
127 to approximately 375 acres and permitting the issuance of an additional $40 million in bonds. 
The additional monies will be used to hnd several purposes including the reimbursement of public 
improvements, incentives for structural rehabilitation and construction. 
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Financial Data Trends 

Comparative quantitative data for the five case studies are presented in this section. One of the 
original goals of the study was to present trends for the following types of data: a) changes in 
EAV over time; b) comparisons of how closely City projections of EAV growth matched actual 
growth; c) comparisons of how closely TIF project spending matched TIF district budgets; d) 
data on the number ofjobs created. However, while we obtained data for the first three 
measures, information was not available for the last two. 

The aggregate and compound annual growth rates of equalized assessed valuation for the five 
case studies is shown in Figures 3-18 and 3-19 below. 

Figure 3-18 

AGGREGATE ANNUAL EAV GROWTH RATES 

l ~ m m  ease Year to I 1 I 1 1 I 

Chicago EAV From 
Base Year to 1995 

1995 In TlF District 1 

EAV growth calculated only for two year period after TIF district amendment 
establishad new frozen EAV base. 

1 I 

Aggregate EAV growth in each of the five TIF districts outpaced the EAV growth rate for the 
entire City of Chicago during comparable periods. Even in the 95th and Stony Island TIF district, 
where no development or public spending occurred, EAV grew by 94% between 1991 and 1995, 
faster than Chicago's aggregate EAV growth rate of 11% during the same period. 

% Increase in All I 60%1 9%l 11961 95%1 11% 

The greatest rate of aggregate growth was in the North Loop TIF district, where EAV grew 
61 1% - from $70 million to $388 million - between 1983 and 1994. During the same period, 
EAV for the City of Chicago as a whole grew by 95%. Increases in the reassessment of sold or 
rehabilitated properties, due to the downtown district's strong rate of construction and 
rehabilitation activity, helped &el the strong EAV growth. 

The EAV growth rate for the Near South TIF district was the lowest of all five districts studied, 
increasing only 24%. This measurement, however, does not reflect aggregate EAV growth over 
the life of the district. Rather, it shows growth based on reconfiguration of the district's frozen 
base EAV after it was amended in 1994. 
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Figure 3- 19 below shows annual compound EAV growth rates. Aggregate growth rate figures 
are informative, but compound annual growth rates give a clearer picture of annual growth. 
taking into account the different number of years each TIF district was in place. Once again, 
compound EAV growth rates greatly outpaced Chicago-wide growth rates. 

Figure 3-19 

COMPOUND ANNUAL EAV GROWTH RATES 

IGrowlh Rate in I I 1 I I I 
TIF ~istrict EAV I 
Com~ound Annual 1 5.411 4.7%1 2.1%1 5.8%1 0.5% 
~ & t h  Rate in 
Chicago EAV 

EAV growth calculated only for two year period afler TIF district amendment 
established new frozen EAV base. 

EA V Projections 

The TIF statute requires that a Redevelopment Plan include a projection of what EAV will be at 
the completion of the redevelopment project. The reason the projection is mandated is not clearly 
stated, but it may be used to determine the maximum budget for the TIF. It might also be used to 
shorten the life of the TIF from the standard twenty-three years if the expected revenues were to 
amortize expected costs in a shorter time period. 

In the Near South and Division-North Branch Redevelopment Plans, the projections are for the 
year 2005, so actual EAV figures are not available for comparison. For the latter case, the 
projection for 1995 was available in the bond ordinance, allowing comparison with actual growth, 
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so it was subsrituted in Figure 3-20. The figure shows that the City's EAV projections have not 
matched actual experience. 

FIGURE 3-20 

CHICAGO CASE STUDY 
TIF EAV PROJECTIONS 

Petenon I I I I 1 
Division- 1 19951 S 1.089.8811 S 2.829.4271 6 11.739.566\1 159.646 

Year or 
Plohtion 

W R~dge- 1 1988 

Sources: Bond Ordinance: All otherr from Redevelopment Plans. 

Prolectrd E N  
$ 3.390.000 

ActunJ EAV for 
Year of 
Pmjection ' 

$ 3.415.817 

Branch' 
95th-Stony 
Island 
North LOOP 
Near South 

Surplus Distribution 

The State TIF law requires that if more revenues are collected than are committed or budgeted 
for a given year, the difference is to be declared "surplus" and is to be distributed to the affected 
taxing bodies on a pro-rata basis.' According to the City staffers interviewed, school financial 
officers, and Cook County records, the City has never distributed surplus funds for any of its TIF 
districts. 

Var&nu 

1994 

1995 
2005 

In the case of 95th and Stony Island, h d s  were not being expended on project costs, and no 
plans for an alternate project were imminent. According to the City's 1995 Audited Financial 

PeMnt 
Varhnce 

Statements, the fund balance in the 95th and Stony bland TIF fund was $567,389 on December 
31, 1995. There were no disbursements or transfers out ofthe account during the year 

$ (25.817)( 0.8% 

5 14,650.000 

$ 622,000,000 
$ 530.000.000 

Another concern arises from an examination of the North Loop TIF fund balances. The year-end 
balances for three separate accounts totaled over $50 million. 

City staff said they are currently looking at ways that TIF money could be used to help the 
Chicago public schools. Coincidentally. school officials also said they have been trying to assess 
the extent to which they are negatively affected by TIF and how they can participate in its 
benefits. The TIF law includes capital costs of public buildings, vocational education, and job 
training, so the two governmental bodies may find ways to work together in the future. 
7TF District Budget Trend 

$ 4,167,156 

$ 387,725,248 
NIA 

' 65 ILCS 11 - 74.4 - 7. 

$ 10,482,844 

$232.274.752 
NIA 

-71.6% 

-37.7% 
NIA 
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According to interviews with several current and former DPD staff, the City has not done an 
adequate job monitoring budgetary data. Data detailing TIF district budget and expenditure 
trends were otten not immediately available. This makes it difficult to assess the actual cost of TIF 
to municipal taxpayers on a per project basis. 

The actual dollars spent from the TIF districts is not reported in detail in the Comptroller's 
Comprehensive Annual Financial Report. Each TIF district has a line item in the City's financial 
statements with gross receipts, distributions, and transfers. It is impossible to allocate 
expenditures against the project budget from this information. The Comptroller's Office has 
prepared such information on request, but it is not otherwise publicly available. 

Other Data: Jobs Creation and Private Investment Dollars Generated 

As a rule, the City does not maintain data for all TIF districts on the number ofjobs or the amount 
of private investment dollars generated on an aggregate or per-TIF district basis, although these 
are often stated as important policy objectives of TIF projects. 

The First Source office of the City recommends potential applicants, monitors job openings in 
some cases, according to DPD staff. However. no additional monitoring is done, and the number 
of permanent jobs created is unavailable. DPD staff could provide no information on jobs created 
for the five cases studied. 

The Economic Development Results olTIF 

In the Chicago case study sample set, tax increment financing was used to help achieve two 
different economic development objectives. In the North Loop and Near South TIF districts, TIF 
was used to facilitate multiple-use redevelopment activities. In the three other neighborhood TIF 
districts, tax increment financing was proposed as a means of achieving very specific results, 
including the construction of shopping centers and rehabilitation of an industrial site 

Four of the five TIF districts studied have experienced a degree of new investment. Major 
activities in each individual district are briefly recapitulated below. 

West Ridge-Peterson: A shopping center was constructed, anchored by a Venture store, three 
other retail spaces and two outlet stores. 

Division and North Branch: Facilities for the River Nonh Distributing Company were 
constructed. 

The North Loop: A significant number of projects have been completed or are undenvay in the 
Nonh Loop TIF district. Completed projects include the apartment building at 200 N. Dearbom, 
restoration of the Chicago Theater, the hoteVretail and office development at Wacker and 
Dearborn Streets, and restoration of the historic Reliance Building. The district has not yet been 
able to attract development to Block 37, originally the proposed site for a major office tower and 
retail center by FJV Venture. 
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Nem South: This district has experienced a great deal of activity, including: the reconstmction of 
Roosevelt and Indiana Avenues; improvements to Prairie Avenue, 14th and 15th Streets; and 
landscaping. The District's 1994 amendment provided hnds for structure rehabilitation and the 
construction of senior housing. 

95th undS~ony Islnnd: This TIF district has not experienced significant redevelopment activity. 
The original intended purpose of the TIF district was the establishment of a new shopping center. 

Limitations of Data for Evaluation 

State statute does not require the maintenance of detailed TIF district records and this study 
found that data on the broad public benefits of tax increment financing are not systematically 
maintained andlor made readily available by the City of Chicago. The lack of data makes a 
comprehensive measurement or evaluation of the long-term economic development benefits of tax 
increment financing difficult. 

The lack of reporting of data found in our evaluation of the five City of Chicago case studies 
raises several issues pertaining to administrative procedures. As previously mentioned, better 
tracking of the costs and benefits of TIF is needed for the City to evaluate the progress of each 
individual project, as well as to refine its ongoing policies before adopting additional TlF districts 
or committing to additional TlF projects. 

Part of the difficulty in maintaining TIF district records seems to stem from the division of 
administrative duties among the various City departments involved in TIF administration and 
recordkeeping. For example, DPD is not involved in monitoring job growth resulting from TIF 
projects although some tracking is done through the job training offices. In regard to financial 
record keeping. the Comptroller's Office monitors expenditures, while the Department of Planning 
and Development prepares the annual budgets. Currently, DPD does not have direct access to 
the actual spending that takes place, and, therefore, has no tool for monitoring the relation of 
budget to actual expenses. 

It should be noted that the City has four professional staff devoted to TIF administration, and 
there was significant turnover in personnel during the period of this study. This division may be 
understaffed, considering the work load required to administer the 36 existing TIF districts. along 
with the additional monitoring suggested in this report. A DPD manager interviewed 
acknowledged that the areas mentioned above needed improvement. although it should be noted 
that improving administration may require the hiring of additional staff 
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25860. 

"Execution of Redevelopment Agreement with Wabash Randolph Partnership," ." printed as 
Chicago (Ill.), City Council, Journal of the Proceedines, June 28, 1989, pp. 2342-2371 

"Execution of Restated Redevelopment Agreement with Baird & Warner/Higginbottom/Stein and 
Com~anv Venture for Portion of Block 17 in North Loop Blighted Commercial Area." . . 
printed as Chicago (Ill.), City Council, Journal of the ~roceedines, October 15. 1987, pp. 
5057-5130. 

"Issuance of Tax Increment Allocation Bonds for 95th and Stony Island Avenue Project, Series 
1990&" printed as Chicago (Ill.), City Council, Journal of the Proceedines, July 3 1, 1990. 
pp. 18983-19066. 

Goldblatt, Margie Muchin, Senior Associate, S.B. Friedman & Associates, Inc., personal 
interview, November 25, 1996. 
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Gotsch. Kenneth C., Chief Fiscal Officer, Chicago Public Schools, personal interview. November 
26, 1996. 

Hozer. Michael, Division Director, Industrial Retention and Employment Development, New City 
YMCAnEED Council. personal interview, December 6, 1996. 

Johnson, Ronald C., Deputy Commissioner. Community and Neighborhood Development 
Division, City of Chicago Depanment of Planning and Development, personal interview. 
December 3. 1996. 

Lynne, Barbara, President and Executive Director, Near South Planning Board, personal 
interview, November 15. 1996. 

Mettler, Michael, Economic Development Coordinator, Community and Neighborhood 
Development Division, City of Chicago Depanment of Planning and Development. 
personal interviews, December 3. 1996 and January 7, 1997. 

Miller, Brooks, Jane Addams Hull House Association, personal interview, December 6. 1996 

"Payment of Certain Sales Tax Increments Authorized for West Ridge -- Peterson Avenue 
Redevelopment Area," printed as Chicago (Ill.), City Council. Journal of the Proceedinas, 
October 27, 1986, pp. 35014-35017. 

Pettigrew, John C., Principal, Trkla, Pettigrew, Allen & Payne. Inc.. personal interviews, 
December 3, 1996 and December 20, 1996. 

Proiect Management Apreement Nonh Looo Proiect Reliance Building November 23, 1994. 

"Restated Redevelopment Agreement and Contract for Sale of Land Nonh Loop Block 16," 
printed as Chicago (Ill.), City Council, Journal of the Proceedines, June 20. 1984, pp, 
7574-7680. 

Senior Suites Chicago Central Station Limited Partnershiv Redevelooment A~reement, By and 
Between The Citv of Chicaao and Senior Suites Chicano Central Station Limited - - 
Partnership, an Illinois Limited Partnership, execution date unknown 

Strahier, Steven R., "New Plan for Loop's Block 37 on Drawing Board: Movies and Retail." 
Crain's Chicago Business, Vol. July 15, 1996. 

"Tax Increment Allocation Financing Approved for West Ridge - Peterson Avenue 
Redevelopment Project Arm" printed as Chicago (Ill.), City Council. Journal of the 
Proceedings, October 27, 1986, pp. 35010-35014. 



Appendix 3-1 

CHICAGO TIF TAX EXTENSIONS TRENDS 

The figure below shows the taxes extended for the TIF districts from inception to tax year 1995. The tax extensions in this circumstane 
are an aggregate figure for the actual dollar amounts billed to property taxpayers in the TIF distict. 

The tax extensions range from $204,825 for the 95th and Stony Island TIF to $3 1,220,938 for the North Loop. AII the districts except 
for West Ridge-Peterson have seen significant growth since the first year of operation. 



CHIC4GO C4SE STUDIES ASSESSING TAX INCREMENT FINANCING 

APPENDIX 3-2 

CITY OF CHICAGO TAX 
INCREMENT FINANCING PROGRAM 

Introduction 

Tax Increment Financing (TIF) is a City of Chicago program developed pursuant to legislation of 
the State of Illinois which provides a governmental incentive to private developers to stimulate 
investment in areas which have difficulty attracting development. It is used in areas which are 
"blighted" or in danger of becoming blighted (conservation areas) as defined in the state law 
which governs TIFs. 

Tax increment financing uses fkture property taxes to provide incentives to develop areas which 
would not be developed if not for the governmental assistance. For example, an area that is too 
costly to develop sits under-utiliied or vacant. Property taxes are at a rather low base amount 
because the area is under-utilized. If the area were redeveloped, taxes for the area would be 
greater. Tax increment financing works by giving economic incentives to a developer to invest in 
an area: taxes then go up and the increased property taxes are used to pay for the incentive. 

In order for the City to offer TIF assistance to a developer, the City must create a TIF 
redevelopment area or district based on the criteria con&rning blight required by the state statute 
as discussed below. The establishment of a TIF district is a technical vrocess which takes 
approximately six months to accomplish. It is subject to the approval'of the City Council of the 
City. Once the district is established, the City can pay eligible costs incurred by a developer after 
the district is established from incremeiltal property taxes captured in the TIF district for 23 years. 
The annual increase in incremental property taxes generated within the TIF district over the base 
amount of property taxes in the year the TIF district was established can be used for eligible 
project costs necessary to fully utilize property in the redevelopment area. 

Tax increment financing does not increase property taxes to a rate higher than what they would be 
without the establishment of a TIF district. Property taxes increase only because the property is 
taxes for its more productive use. When the project is completed. the City expects that the new 
development will have a positive economic impact on both the immediate area and the City as a 
whole by stimulating more development in the area, creating new jobs for Chicago residents and 
increasing the City's tax base. The City also benefits because the area will remain developed after 
the 23 year period for the incentive is over. 

Eligible Redevelopment Costs 

Only certain costs are authorized for payment under the state legislation. Such eligible costs 
include costs of studies and surveys, costs associated with the acquisition of land, costs of 
rehabilitation or repair of existing public or private buildings, costs of construction of public 
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works or improvements, costs ofjob retraining programs, relocation and financing costs. The 
most significant costs which are @ eligible are the costs of new construction and equipment. 

APPENDJX 3-3 

CITY OF CHICAGO TAX INCREMENT 
FINANCING PROGRAM CHECKLIST 

So that the City can evaluate a Tax lncrement Financing (TIF) request, Applicant must furnish the 
following: 

A narrative that describes the project that contains: 
a) Construction information that includes the number of square feet to be demolished and 

constructed. the number and square footage of units, parking, and the number of 
construction phases; 

b) Evaluation of site constraints, 
c) A request for the City's assistance with the project that specifies the type(s) of 

assistance needed and why it is needed; 
d) Time constraints that affect the project; and 
e) An affidavit stating that the property has not received a county real estate tax 

reduction and that such a reduction has not and will not be applied for if TIF 
assistance is awarded to the project. 

Sources and Uses of Funds for the project. The Sources ofFunds should include equity, 
lender financing and other financing. 

Pro Forma Income and Expense Schedules for the project. The pro formas should be 
monthly for a five year period, and should contain detailed assumptions including 
vacancies and debt service. There should be two sets: (a) one set without City assistance 
and (b) one set with City assistance. 

Financial Commitments from lenders including construction financing, permanent 
financing, and any governmental financing that include the nature and terms of the 
obligations 

Ownership structure, resumes of the principals, financial statements of the Applicant 
and narrative about experience with similar projects. 

Market Studies for the project, including market rents, letters of intentlinterest from 
tenants. (Not required for industrial projects). 

Evidence of site control including titles, options and a narrative about the status of 
property acquisition. 
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8. Copy of appraisal. 

9. A narrative that describes the public benefits created by this project such as: Minority 
Business Enterprise (MBE)I Women Business Enterprise (WBE) subcontractor 
participation, number and types of permanent tidl time jobs created, number of temporary 
construction jobs; estimated payroll, most recent equalized assessed valuation ("EAV'), 
estimate of EAV after redevelopment. 

10. Timeline for project 

11. Environmental ReportsIStudies for the site. 

Creation of TIF Districts in Chicago 

For an area to be designated as a tax increment financing district. the City must demonstrate that 
the prospective district qualifies as a "blighted area" or as a "conservation area" within the 
definitions set forth in the state legislation. A "blighted area" may be either improved or vacant. 
If the area is improved, five or more of the following factors must be present: age, dilapidation, 
obsolescence, deterioration, illegal use of individual structures, structures below minimum bode 
standards, excessive vacancies, overcrowding of structures and community facilities, lack of 
ventilation, light or sanitary facilities, inadequate utilities, excessive land coverage, deleterious 
land use or lay-out. depreciation of physical maintenance or lack of community planning. If the 
area is vacant, the City must find that its sound growth is impaired by a combination of two or 
more of the following factors: obsolete platting, diversity of ownership, tax delinquencies, 
flooding, deterioration of site improvements on adjacent land, or that the area consists of an 
unused quarry, railyard or disposal site. To demonstrate that the area meets these criteria, an 
eligibility study is conducted. At the same time, a redevelopment project and plan is created 
which sets forth the City's plans for the proposed TIF district. Eligibility studies and 
redevelopment project and plans are generally prepared by consultants hired by the developers 
and reviewed and accepted by the City. 

Once the eligibility study and the redevelopment project and plan are completed, the City must 
hold a public hearing and convene an advisory joint review board (described below) to discuss the 
findings of the eligibility study and the proposed redevelopment project and plan and to consider 
the proposal. After the City has considered all comments made by the public and the joint review 
board, if any, the City Council on the City of Chicago may adopt the ordinances creating the TIF 
district. 

The joint review board consists of a representative selected by each taxing district having taxing 
power over the area, and a member of the public. The public hearing is normally scheduled at a 
meeting of the Community Development Commission (CDC). an advisory commission to the City 
Council on development matters whose members are appointed by the Mayor of the City, and 
generally held two months later at another CDC meeting. If approved by the CDC, the three 
ordinances required for the designation of the TIF district are introduced to City Council, referred 
to the City Council's Committee on Finance and then reconsidered by the full City Council. 
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Designation of Developer 

In order for the City of assist a developer with TIF fimds, the City must enter into a 
redevelopment agreement with the developer. The City first negotiates the terms of the TIF 
assistance with the developer, presents such terms to the CDC, and requests authority to enter 
into a redevelopment agreement with the developer if no responsive alternative proposals are 
received by the City once it advertises its intention to enter into the redevelopment agreement. So 
long as no responsive alternative proposals are received, the redevelopment agreement is finalized 
and presented to the City Council of the City of Chicago for its approval. If the City Council 
approves the redevelopment agreement, the City is authorized to enter into the agreement. 

The City can pay for eligible redevelopment costs in two different ways: 

1. The City can reimburse a developer for eligibility project costs on a "pay as you go" basis. In 
this scenario, the developer initially pays for entire cost of the project and the City reimburses 
the developer annually as it receives the incremental property taxes; or 

2. The City can issue bonds to be repaid from the projected propeny tax increment revenues to 
be generated within the redevelopment project area and therefore pay for eligible project costs 
upfront. 

Incremental Property Tax Revenue 

Incremental property tax revenue is derived from the increase in the equalized assessed valuation 
of real property within the TIF district over and above the equalized assessed valuation in effect at 
the time the TIF district is established. Any such increase in equalized assessed valuation above 
the initial equalized assessed valuation is then multiplied, on an annual basis, by the aggregate tax 
rate resulting from the levy of real property taxes by all units of local government having taxing 
power over that real property. The product of this calculation is the amount of incremental 
property tax revenues generated within the TIF district. 

Tax increment financing does not generate revenues by increasing tax rates. (Tax rates may rise 
based on factors independent of tax increment financing due to increase in the levies of the 
different taxing districts). Instead, it generates revenues by allowing the City to capture all 
propeny tax revenues that exceed the "base" equalized assessed valuation of the area before being 
designated for redevelopment. Property taxes are generally paid to approximately seven different 
taxing districts of which the City is just one. When a TIF district is created, instead of each of the 
taxing districts receiving their portion of the incremental propeny taxes, the incremental property 
tax revenue is deposited into a special tax allocation hnd from which redevelopment are paid. 
Under tax increment financing, all overlapping taxing districts continue to receive real estate tax 
revenue based on the initial equalized assessed valuation. 
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Application 

To apply for TIF assistance, an Applicant must complete an application. For more information 
regarding the City's program or a copy of the application, please call the Department of Planning 
and Development at (3 12) 744-9220. 

State Legislation 

For more information regarding tax increment financing, please see the state legislation which 
authorizes it: The Tax Increment Allocation Redevelopment Act of the State of Illinois, 65 LLCS 
511 1-74.1 -, as supplemented and amended from time to time. 



Chapter Four 

SUBURBAN COOK COUNTY TAX 
INCREMENT FINANCING CASE STUDIES 

David Silverman 
S.B. Friedman & Company 

In October, 1996 S.B. Friedman & Company was engaged by The Civic Federation to examine 
the operation of Tax Increment Financing (TIF) programs in five suburban Cook County 
communities. Chapter Four presents the findings of this analysis. 

The five communities surveyed for this study were Berwyn, Franklin Park, Matteson, Homewood 
and Schaumburg They were chosen on a basis ofgeographic and TIF-type diversity. Summary 
data about the five districts is presented in Figure 4-1 below. 

SUBURBAN COOK CASE STUDY SAMPLE 

Area 
Franklin Park 
Redev. Projecl 
Area 113 
Homewood CBD 
Redevelop. Area 

Maneson 
Industrial 
Conservation 
Area 
Olde I Schaumburg 

[ Center 

1989 

1978 

1989 

1989 

Mlxed- 
Development 

Central 
Business 
Dlstrid 
Industrial 
Conservation 
Area 

Central 
Business 
District 

$3,660,000 

54.210.000 

$8,800,000 

$7,270,000 

17.3 acres 

18 acres 

153 acres 

123 acres 

$1,036,818 

$816.155 

52,Q34,077 

$10,754,500 
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The objective of the suburban Cook case studies was to assess: 

I )  What factors prompted the municipality to adopt TIF?; 
2) What types of planning processes were undertaken prior to the TIF district's implementation?; 
3) What were the community's specific eligibility findings and planned projects identified within 

their Eligibility Study and Redevelopment Project and Plan?; 
4) What kinds of financing were used to develop the TIF district?; 
5) What was the scope of public comment and/or concerns and intergovernmental review by 

overlying taxing jurisdictions?; 
6) Were amendments were made to the original TIF district and to what extent did these 

amendments expand or contract TF activity and obligations?; and 
7) What was the performance of the TIF based on trends in Equalized Assessed Value (EAV) 

since its inception and evidence of physical development within the district? 

Consideration of these questions is followed by a discussion of the impact of data limitations on 
evaluation of TIF. To assess these aspects of TIF operation. we contacted community and taxing 
jurisdiction officials for interviews and requested information related to the TIF district we were 
specifically reviewing. 

METHODOLOGY 

To gather the information for the suburban Cook County study communities interview sessions 
were conducted with community officials involved in the TIF process. The interviewed officials 
typically included village managers, community planners, and officials from overlapping 
jurisdictions. These interviews were supplemented with printed information from public hearings, 
development agreements. TIF plans, and other information documents that would enable 
understanding of the anatomy and mechanics of the TIFs examined. 

Five suburban Cook County communities were surveyed for this study. Each community has had 
a property tax TIF in place for at least seven years. some for as long as 18 years. The five 
communities were selected by representatives from the Civic Federation, the Institute of 
Government and Public Affairs at the University of Illinois at Chicagc, and the Metropolitan 
Planning Council. Among the factors used to select the five communities were: 

Geographic diversity 
Diversity of TIF types (i.e.. Industrial, Mixed-Development, and Central Business District) 
Years TIF has been in place 

The age of each TIF district was an important consideration in the selection process. To 
effectively analyze the impact of TIF, each TIF district had to have been be in place long enough 
to have produced some results-negative or positive-fiscally and/or physically. Tangible 
physical results were critical in associating TIF objectives with the realities of a community's 
program for the Redevelopment Project Area. 
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No sales tax TIF districts were selected because after 1986 no TIF district was eligible to receive 
a sales tax designation. The five selected communities with their TIF district names. TIF district 
types, and the months and years TIF districts were created are listed in Figure 4-2 below. 

SUBURBAN STUDY COMMUNITY TIF DISTRICT NAMES, 
TYPES. AND FORMATION DATES 

COMMUNITY CONTEXT 

The five selected communities are quite varied in their demographic composition. Generally, 
Matteson, Homewood and Franklin Park can be best characterized as medium sized bedroom 
communities. Benvyn and Schaumburg are large, suburban communities with extensive 
commercial and residential districts that serve as employment centers within their respective areas 
of Cook County. However, such generalizations do not begin to encapsulate the social and 
economic dynamics occurring within the suburban study communities. The following figure 
provides a demographic overview of the five selected communities from data derived from the 
1990 Census: 
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FIGURE 4-3 

SELECTED SUBURBAN DEMOGRAPHIC DATA 
(1990 CENSUS) 

According to the 1990 Census, with the exception of Benvyn, each of the suburban communities 
had median incomes that exceeded the median income of Cook County ($32.673). Schaumburg, 
Maneson, and Homewood recorded median income data that were well above comparable data 
for Cook County. Additionally, both Benvyn and Franklin Park had per capita incomes that were 
below the figure found for Cook County as a whole ($15.697). Interestingly, Matteson recorded 
a per capita income which was only slightly above the income for the county (third highest per 
capita income for the study group), while recording the highest median household income among 
the five communities. Not surprisingly, the proportion of persons residing below the poverty level 
in the five communities were below the same figure for the county (8%). 

Homewood. Matteson and Schaumburg recorded educational attainment levels well in excess of 
those found within Cook County as a whole. The proportion of the county population with an 
associate or bachelor's degree was 19.7%. Both Benvyn and Franklin Park had educational 
attainment levels well below Cook County's level. 

In each instance, the percentage of owner-occupied housing exceeded the figure for Cook County 
(51.6%), by as little as 10.6% and as much as 34%. With the exception of Benvyn, the median 
age of housing was less than that found.within the county (median year built, 1954). Benvyn 
housing's median age was 15 years older than the median age of housing within Cook County. 
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With the exception of Schaumburg and Matteson, the communities exceeded Cook County's 
median age of population (32.8 years old) by fairly significant margins, ranging from two to six 
years. Both Matteson and Schaumburg had median age of population similar to Cook County's 
median age. 

The discussion of demographic data comparing each individual community's 1990 Census 
information with Cook County's reveals that Maneson, Homewood and Schaumburg are 
demographically well positioned within Cook County. In terms of income and population 
potential-as derived from measurements of educational attainment, age, and home ownership- 
these three communities exhibit attractive characteristics that should have a correspondingly 
stimulating effect on property values On the other hand, Berwyn and Franklin Park seem to be 
communities with stagnating or declining population bases which would translate into areas of 
propeny value decline. 

Figure 4-4 details demographic trends between 1980 and 1990 within each of the five 
communities using selected Census categories from Figure 4-3 above. 

FIGURE 4 4  

ABSOLUTE VALUE CHANGES IN SELECTED 
SUBURBAN DEMOGRAPHIC DATA (1980-1990) 

Of the five communities, only Berwyn and Homewood experienced declines in total population 
between 1980 and 1990. On a per capita basis, Benvyn also experienced a decrease in income 
o v a  the ten year Census interval, but did record a modest increase in median household income. 
Homewood recorded a slight gain in median household income. but registered a strong gain in per 
capita income over the same period of time. Franklin Park recorded declines in both income 
categories, particularly the steepest decline in median household income over the Census interval. 

Med. Hshld. Income 
Per Capita Income 

Matteson and Schaumburg recorded growth in the three demographic categories analyzed 
between 1980 and 1990, indicating that both were growing communities in the ten year period 
analyzed. Benvyn and Franklin Park exhibited general signs typical of aging inner ring suburban 
communities, with general demographic trends moving in directions indicative of community 
stagnation or decline. In Franklin Park, the information was more mixed, but there are 
generalized trends indicating that 

Caution must be taken when interpreting the community data presented here. While general 
trends may indicate that Berwyn and Franklin Park are "declining" communities based upon the 

1.0% 
-0.7% 

-12.1% 
-1.8% 

0.0% 
13.S% 

1.8% 
8.3% 

4.8% 
21 3% 
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selected demographic data, other trends may exert a sufficient countervailing influence to offset 
the effects of community poverty levels. The sum of a community's health is greater than selected 
individual demographic categories. Nonetheless. these same categories point toward potential 
strengths andlor weaknesses in a community's overall social and economic health that can be used 
to compare communities. 

THE STUDY COMMUNITIES 

In the following sections, each of the five TIF districts studied is profiled. The sections review the 
redevelopment project in terms of history of the TIF district and specifics of the redevelopment 
plans. Additional review and analysis is provided on fiscal data associated with the performance 
of the TIF district and the successes or shortc'omings of any one project; the relaiionship between 
the municipality and overlying jurisdictions whose revenue was impacted by the creation of the 
TIF district; and any planning component that served to support the creation of the TIF district 
and its goals and objectives. Finally, an evaluation of the operation of TIF in each community will 
be conducted, and final observations and comments on the operation of TIF will be set forth for 
consideration by the reader. 

BERWYN THEATER REDEVELOPMENT AREA 

Why Was TIF Selected? 

In 1987, the City of Benvyn was faced with a declining commercial corridor along Cermak Road 
bemeen Lombard and Gunderson Avenues. (see Map 1 : Original Benvyn Theater Redevelopment 
Project Area). Businesses were closing and certain structures started to show signs of 
deterioration as a result of deferred maintenance. However, it was the closure and vacancy of the 
Berwyn Theater that prompted the City to pursue a targeted strategy along Cermak Road. The 
Cermak Road corridor had been the traditional area of business activity in Benvyn and is a major 
thoroughfare for the City. 

Planning Context 

The original 1987 Benvyn Theater TIF Redevelopment Project and Plan preceded the adoption of 
the City's Comprehensive Plan, which was approved in 1993. However, the objectives of the TIF 
Redevelopment Project and Plan, which were later drafted by the Benyn Development 
Corporation (BDC), the City, and Cermak Road business interests, were built into the broader 
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f i p  1: O r i W  Benvyn Theater Redevelopment Project Area 

Berwyn Theater Redevelopment Area 
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Comprehensive Plan objectives of creating a system of quality commercial development that docs 
that following: 

Enhances the City's tax base; 
Maintains and expands the range of retail and commercial service activities available within 
the City; 
Encourages the corrective maintenance of older commercial properties; 
Initiates long-range improvement and development programs for the various commercial 
corridors within the community; 
Ensures safe and convenient vehicular access to, and adequate parking in, all commercial 
areas; 
Encourages safe and convenient pedestrian access to shopping and service areas; and 
Improves the image and appearance of all existing commercial areas.' 

The objectives set forth in the original Berwyn Theater Redevelopment Project and Plan in 1987 
indicate that the City was already beginning to acknowledge the declining state of its commercial 
conidon. These same goals-plus additional objectives-were more broadly addressed in the 
1993 Comprehensive Plan 

The City considered TIF to be the best economic development device to address the Cermak 
Commercial Corridor's needs; other economic development programs were not considered. The 
City and its consultant, Trkla, Pettigrew, Allen & Payne (TPAP), were immediately able to 
identify enough of the statutory factors to apply "conservation area" status to the Cermak Road 
Conidor. According to the information in the "Bmvyn Theater Area Eligibility Report." the 
following factors were identified as being reasonably distributed on the eleven blocks that made 
up the original district: 

Age; 
Dilapidation; 
Deterioration; 
Existence of structures below minimum code standards, 
Excessive vacancies; 
Excessive land coverage; 
Depreciation of physical maintenance; and 
Lack of community planning.2 

It is important to note that "age" plus three additional eligibility factors must be found within a 
proposed "conservation district." "Age" is the only eligibility factor that is a required finding, and 
the factor serves as a pretext for the other eligibility findings as they pertain to "conservation 

'Comprehensive Plan and Economic Dcvelopntenr Srraregv: Ciy ofBerwy.  Trkla, Pettigrew. Allen & Payne. 
(1993). p. 7. 
' ~ c ~  nearer Are0 Eligibil i t ,~Repo~. Trkla, Pettigmv, Allen & P a y .  (May. 1987). p. 2. 
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districts." The specific requirements for "age" in regard to "conservation districts" is that at least 
50% of the buildings within a proposed "conservation area" TIF must be 35 years of age or older. 

The stated goals of the Benvyn Theater Redevelopment Project and Plan included the removal of 
influences that lead to physical and economic deterioration, as well as obsolescence, within the 
Redevelopment Project h a  (RPA); the promotion of sound economic development in the RPA; 
the revitalization of the Cermak Road commercial conidor to serve as a focal point for Berwvn: , . 
and the creation of an environment within the RPA that contributes to the heaith, safety, and 
general welfare of the City and the preservation and enhancement of property values in the areas 
adjacent to the RPA.' 

The Redevelopment Project and Plan document indicates that site acquisition through purchase or 
long-ten lease may be required to accomplish the goals and objectives of the Redevelopment 
Project and Plan. In the original TLF documents, only two sites were shown as being scheduled 
for aquisition. One site, located at the southeast comer of Gunderson and Cermak, contained 
three vacant lots. The other site, at the northwest comer of Ridgeland and Cermak, contained the 
Berwyn Theater building and associated surface parking areas. 

Projected costs for the original Berwyn Theater Redevelopment Project Area were as follows: 

Figure 4-5 

BERWYN THEATER REDEVELOPMENT PROJECT BUDGET 

Of the $2.4 million originally scheduled, 25% was for acquisition costs-mostly related to the 
aquisition of the Berwyn Theater building. Sixty-three percent of TIF district income was to be 
used for area-wide improvements, and approximately 13% was scheduled for professional and 
administrative costs, bond fees, and contingencies. 
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Under the original redevelopment program, Cermak Road was redesigned to make it more 
accessible for pedestrian circulation, as well as for vehicular traffic and parking. The original 
program also involved the acquisition of a vacant CTA right-of-way east of Ridgeland Avenue to 
provide surface parking for the businesses along Cermak. West of Ridgeland, the plan called for 
the development of new commercial or elderly housing on the former CTA right-of-way. Another 
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Sile Improvements 
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important activity undertaken was the establishment of a facade rehabilitation rebate program for 
commercial properties within the Redevelopment Project Area.* 

The facade rebate program is operated through the Benvyn Development Corporation (BCD), 
which supervises all TIF-related activities. The rebate program was created to stimulate 
investment by property owners in their buildings to enhance the overall appearance of the Cennak 
Road commercial corridor and to complement the public improvement initiatives under the 
redevelopment program. The BDC has created a formal application and review process for 
business owners interested in participating in the program. The program operates as a 50% match 
for any improvements financed by the owner outside the program. The property owner must 
adhere to design guidelines created specifically for the program. The Village uses its own 
architect and contractor to do all design and rehabilitation work; any professional fees are 
absorbed by the TIF district. ' 
The 1985 Equalized Assessed Value (EAV) ofS4.723.842 was the base value of the proposed 
Redevelopment Plan and Project area. It was estimated that by the year 1990, all private 
redevelopment activities would be completed and fully assessed, and the EAV for real property 
within the Redevelopment Project Area would be between $7,767,000 and $8,337,000, It was 
estimated that by 1995 the EAV for the Redevelopment Project Area would range from 
S8,335,000 to 58,905,000. According to Village officials, bonds were issued to finance the 
streetscape improvement and facade rebate programs. The plan also provided for the issuance of 
general obligation bonds, in addition to TJF bonds, to finance the improvements outlined in the 
Redevelopment Project and Plan d~cument .~  

Public Comment and Intergovemmen~al Review 

According to City officials, the overlying jurisdictions were aware that declining tax receipts 
would continue and would s e c t  future revenue levels. Therefore, these overlying taxing bodies . - 
supported the creation of a TIF district.' At the time, the City school districts that overlap the 
TIF district-two elementary schools and one high school-had experienced several years of 
declining enrollments.' Therefore, the schools were not concerned with the potential for revenue 
loss arising from the creation of the TIF district. Nevertheless, at a public hearing held on June 
24, 1987, citizen concerns revolved around the potential of revenue ;ass for schools and other 
taxing jurisdictions. 

'lbid., p. 11. 
'Intervinus with Village oflicial(s) wnductcd on November 7. 19%. 
6Bewyn 7'heorer TIFRedevelopmenr Projecl and Plan. Trkla. Pcttigrew, Allen & Payne. (May. 1987). p. 17. 
1 l n t e n r i ~  with Village oficial(s) conducted on November 7. 19%. 
'lbid. 
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At the public meeting. TPAP representatives and City officials addressed the citizens' concerns 
with a three-pan explanation: 

1. Schools and other taxing bodies would still be able to levy taxes against the base 
Equalized Assessed Value (EAV) for the district; 

2. The fbture increase in EAV would directly benefit the overlying jurisdiction, which would 
not otherwise have occurred but for the Village's redevelopment efforts; and 

3.  Any excess revenue collected From the district-beyond that needed to pay down existing 
obligations--could be redistributed to the overlying taxing bodies9 

The consultants and City officials also addressed residents' questions and concerns by highlighting 
the benefits of TIF that were identified in the Redevelopment Project and Plan document. 
Additional points brought out at the meeting regarding potential benefits of the TIF district, 
beyond those originally outlined in the Redevelopment Project and Plan, were the anticipated 
growth of sales tax revenue; balancing of property tax burdens borne by homeowners and non- 
residential property owners; increased revenue for all taxing bodies; likelihood of new investment 
being attracted to the area; and increased employment opportunities for the Village." 

These explanations seemed to answer residents' concerns; available documentation revealed no 
public opposition to the outlined TIF district plans for the Cermak Road commercial comdor. 

In August 1996. the boundruies of the Redevelopment Project Area were expanded west from 
Gunderson Avenue to Harlem Avenue (see Map 2: Expanded Benvyn Theater Redevelopment 
Project Area Boundaries). This expanded area added 23 blocks to the original eleven blocks. 
The redevelopment program outlined.in the original Redevelopment Project and Plan was simply 
carried over to this new area. Project costs for the additional Redevelopment Project Area were 
estimated at S4,325,000. The new total project costs arising From both the original project area 
and the expanded project boundaries increased to $6,725,000, The base 1995 EAV for the added 
project area was estimated to be S20,367,052. The estimated 1999 EAV of the added project 
area is calculated to be between $3 1,257,776 and S33,132,758." 

%nutes from public meeting held on July 8, 1987. 
'%mutes horn public meeting &Id on July 8. 1987. 
" m e  Amended B e n v y  Theater TIFRedevelopmenf Projecl ond Plan. Trkla. Pctligrcw. Allen & Payne, (October 
25. 1996). p. 29. 
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According to the information within the Redevelopment Project and Plan for the amended area, 
the added blocks exhibited nine conservation area eligibility factors: 

Age; 
Obsolescence; 
Deterioration; 
Existence of structures below minimum code standards; 
Excessive vacancies; 
Excessive land coverage; 
Deleterious land use or layout; 
Depreciation of physical maintenance; and 
Lack of community planning. " 

Seven of the nine factors (age. deterioration, excessive vacancies, excessive land coverage, 
depreciation of physical maintenance, and lack of community planning) replicated factors found 
within the original boundary area. 

According to the findings in the TIF amendment, three blocks exhibited five or more of these 
eligibility factors to a major extent. However, ten of the 23 added area blocks exhibited 
two or fewer of the factors to a minimal extent." With the exception of "age" under 

"conservation area districts," the Illinois Tax Incremental Financing Aa does not provide 
benchmarks, nor does it define specifically to what extent an eligibility factor must be present to 
qualify an area. Therefore, whether a factor is present to a meaningful or minimal extent is 
determined by the analysis and opinion of the TIF consultant and is not contingent upon any 
analysis criteria requirement of the Act. 

The existence of each eligibility factor was assessed through six tests: an exterior survey of all 
structures; an analysis of land use relationships; an area-wide infrastructure conditions analysis; 
compliance of structure use and condition with relevant codes; a site coverage analysis; and a 
review of previously prepared plans. Certainly, such a comprehensive area survey would uncover 
the existence of each eligibility factor, but whether they are present to "a meaningful extent" 
would be open to dispute. For example, the existence of those structures below minimum code 
standards was only present to a limited extent on four blocks. Another example was excessive 
vacancies. Excessive vacancies were recorded by noting the presence of nine totally vacant and 
fifteen partially vacant buildings. However, only one block in the added area had excessive 
vacancies to a significant extent. Finally, depreciation of physical maintenance was recorded only 
to a limited extent for a scattering of buildings throughout the area. This factor was not present 
to r meaningfid extent, either by being concentrated on a particular block or posing a significant 
problem by affecting several buildings in the area." 

%d., pp. 13-15. 
"bid. 
"bid. 
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If we remove the three eligibility factors recorded as present to a limited extent, only five factors 
besides age are present to any meaningfUl extent; only two of these five factors are present to a 
major extent on more than six blocks (deterioration was recorded on seven blocks and excessive 
land coverage on nine blocks). 

The Amended Benvyn Theater TIF Redevelopment Project and Plan also noted that the expanded 
area's EAV increased only 2% between 1990 and 1994. This increase lagged behind the EAV 
growth for the City as a whole between 1990 and 1994." The existence of the listed eligibility 
factors and the lagging growth in property values over a four-year time period served as the 
primary rationale for the expansion of the TIF district boundaries. By addressing the 
redevelopment needs of this increased area, the City was including a large part of the Cemak 
Road commercial conidor within the TJF district. The City took the position that this was a 
logical extension to achieve area wide redevelopment that would be more successfUl and 
comprehensive in scope than the original area. 

The amended TIF boundaries met resistance from the three school districts overlying the 
expanded Redevelopment Project Area. Between 1987 and 1995, Benvyn experienced an 
unexpected surge in elementaty school student population. This student population growth 
strained the capacities of the one available elementary school facility.16 The elementary school 
capacity problem was aggravated by an earlier decision to close and sell one of the available 
school buildings in Berwyn because of declining student enrollment. The school district intended 
to address the serious capacity problem engendered by the unexpected surge in school age 
children with construction of a new school building. Nevertheless, the City pushed through the 
amendment to the original 1987 Redevelopment Project Area. It is anticipated that the increased 
EAV will have a beneficial and stimulating effect for all taxing bodies, including the schools. 
However, what impact the lost revenue has on the school districts during the life of the TIF 
district remains to be seen. 

With the exception of the schools, no recorded opposition to the TIF district and its amended 
boundaries was raised within Benvyn. Perhaps organized resistance could come from the Joint 
Review Board (JRB), but according to information provided by the City, the JRB appears to be 
an ineffective organization with minimal input." 

The Benvyn Theater Redevelopment Project Area has experienced the development of four new 
projects. including a bank and a medical center. The bank was built on the site of the Berwyn 
Theater, which was destroyed by fire early in the life of the TIF district. 

Based upon information provided by TPAP dated November 6, 1996, the total 1995 EAV for the 
original Benvyn Theater Redevelopment Project Area was $9,104,307, This figure represents an 
increase of 55% in total EAV growth for the Redevelopment Project Area between 1988 and 

'%id., p. 33. 
'f ntewinvs with Village official(s) mnduned on November 7. 1996. 
"Response to questionnaire diratcd to Village Manager, Attorney. and TIF Consultant. 
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1995. The following figure illustrates the growth in EAV in the unamended Benvyn Theater 
Redevelopment Project Area between 1988 and 1995-similar data is not yet available for the 
amended boundaries. 

EAV TRENDS FOR THE BERWYN THEATER 
REDEVELOPMENT PROJECT AREA: 1988-1995 

% Change 
Real EAV S Change EAV EAV Y m  to 

Year to Ymr Y lw  to Year Yoar 
S 5.856 331 

The overall growth in EAV was 55% between 1988 and 1995 within the original boundaries of 
the Benvyn Theater Redevelopment Project Area, but growth has been uneven, and in two 
interval periods, it actually declined slightly (1990-91 and 1993-94). It is possible that the 
declines could be attributed to demolition of vacant and blighted structures, including the Be- 
Theater building. 1990 and 1993 were Triennial Assessment years, and the modest increases 
exhibited in those years may be attributed to the reassessments. In the 1989-1990 interval, the 
Cook County Equalization Factor rose from 1.9133 to 1.9946, and in the 1992-1993 interval the 
Equalization Factor rose from 2.0897 to 2.1407. Overall. the Equalization Factor rose from 
1.9266 in 1988 to 2.1243 in 1995. 
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FIGURE 1-7 

COMPOSITE EAV TRENDS: 1988-1995 

from Base Year to 1995 
Compound Annual Growth Rate 6.5% 
in TIF Distrid EAV 
Comwund Annual Gmwih Rate 5.5% 
lin community EAV I 
'Source: Trkla. Pettigrow, Allen 8 Payne 8 The B e r y n  
Devclopmenl Corporation. November 6. 1996 

As Figure 4-7 shows, the compound annual growth rate (CAGR) over the life of the T F  district 
has been 6.5%. which exceeds the CAGR for the rest of the City over the same period of time by 
1.0%. While the TIF district did outperform the citywide compound annual growth rate in EAV, 
the difference was too small to suggest that the TIF district provided anything more than a minor 
stimulating effect. The minor increase in EAV may also be attributed to lagging property values 
in the City. Evidence of lagging property values within Benvyn is supported by the 1990 Census, 
in which the average value of housing in B e ~ r y n  was recorded at $92.833, as compared to 
S126.895 for Cook County as a whole; that is, Benyn's housing values were 73% of housing 
values for Cook County as a whole. 

Other factors may have contributed to the minimal growth in EAV within the T F  district. The 
redevelopment of the Berwyn Theater was to have been a major component of the City's 
redevelopment strategy for the district; however, the theater building was destroyed by a fire. 
The loss of the structure was an unexpected event that apparently hampered the City's 
redevelopment objectives and schedule, and it may have affected actual EAV through time. in 
fact, the real EAV of $7,545,346 in 1990 was $221,654 less than the low end projected EAV for 
the Redevelopment Project Area of $7,767,000, and $791.654 less than the high end projection of 
EAV 98,337,000. However. the real EAV value as of 1995 of $9,104,307 exceeded the high 
projected EAV for the district of S8.9OS.000. 

The 1995 EAV increase is attributable to four new structures built within the original TIF district 
since 1988, including medical offices and a new bank building. No TIF funds were used to assist 
the developers of these four projects. TlF funds have been used to complete Bemyn's 
streetscape program and parking enhancement initiative. Other TIT funds have been used to 
finance the Cermak Road Facade Rehab Program and associated administrative expenses for the 
Benvyn Development Corporation (BDC). Sixteen businesses have taken advantage of the 
facade rehab program, and the BDC maintains a full-time staff of two people. The City had 



I!' 
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expected higher participation in the Facade Rehab Program, but high staff turnover at the BDC 
has hampered the full implementation and marketing of the program. 

'& City of Benvyn's average share of the redevelopment project costs over the life ofthe TIF 
district through 1993 was 13%, with the remainder being the resultant incremental taxes of the 
overlying districts. l 9  

Economic Developmettr Results 

Benvyn's TIF program for the Cermak Road commercial comdor is designed to address 
deteriorating conditions and to preserve and strengthen the business base along the street. The 
program appears to be creating an enhanced business environment through streetscaping, parking 
improvements, and commercial facade enhancements. Since the TIF district was created. four 
new commercial structures have been built within the district, including a LaSalle Bank branch on 
the former Berwyn Theater site. The new construction has helped solidify the business district 
and diversify the business base in this area. Local officials believe that the area-wide 
improvements helped facilitate the development of the four projects built since the TIF district's 
inception. None of the businesses directly received TIF funds to locate there, though TIF may 
have offered indirect inducements through streetscaping, parking amenities, and TIF-financed land 
clearance. 

The full potential of the facade enhancement program is unrealized because of staff turnover at 
the Benvyn Development Corporation (BDC) over the past five years. However, the City is 
attempting to stabilize staffing at the BDC, and the program is fully systematized with guidelines 
and procedures. Furthermore. the participation of sixteen businesses in the facade enhancement 
program seems to demonstrate that there is local interest in the program that can be further 
cultivated through stable administration and active promotion. Both activities are administered by - 
the BDC. 

It is still too early in the life of the original Benvyn Theater Redevelopment TIF to make any final 
comments on whether the TIF district has performed entirely as anticipated and planned. 
However, there are signs that the TIF district has generated interest in the Cermak Road 
commercial corridor, which may ultimately serve to stabilize and preserve this important 
commercial corridor within the City of Benuyn. 

FRANKLIN PARK REDEVELOPMENT PROJECT AREA #3 

Why Was TIF Selecred? 

In 1987. the lumber yard located within the southwest quadrant of the Waveland and Mannheim 
intersection was pa&lly destroyed by fire. The area is relatively isolated from the rest of the 
community, bounded to the immediate north by O'Hare International Airport and hemmed-in on 

"Rcsponu 10 qudonnaire dircctd to Village Manager. Attomy, and T1F Consullan~. 
'Qala Source: Professor Richard Dye. Data on applicable tasing district levies uas onl? available through 1993. 

89 
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the east by the Tri-State Tollway (see Map 3: Waveland-Mannheim TIF Redevelopment Project 
Area). Park Place Parking approached the community in 1988 regarding development of this site 
as a remote parking facility to service travelers departing from and returning to O'Hare. 

Afier considering hture use of the site, the Village elected to pursue tax increment financing to 
facilitate the Park Place development. 

With the exception of the TIF Redevelopment Project and Plan process, no formal Village-wide 
planning process or market study analysis was conducted in suppon of this project. It is likely 
that Park Place conducted a market study for their facility, but such documents were not made 
available for our review. Nevertheless, the Park Place redevelopment proposal did coincide with 
the Village's Master Plan, which designated the area as industrial. Parking service facilities are in 
conformance with such a designation. 

The Village employed the services of Trkla. Pettigrew, Allen & Payne (TPAP) to conduct the 
eligibility survey and write the Redevelopment Project and Plan. TPAP analyzed area conditions 
according to "blighted area" TIF standards. According to the findings within the Eligibility 
Report, the following "blighted area" eligibility factors were present: 

Age; 
Dilapidation; 
Obsolescence; 
Deterioration, 
Structures below minimum code standards; 
Excessive vacancies; 
Excessive land coverage; 
Deleterious land use or layout; 
Depreciation of physical maintenance; and 
Lack of community planning.z0 

=Monnhein,-lYovelond~rea Tax Increnrenr Rede~slopnrenr Prqecr and Plan. Trkla. Pettigm. Allen & Payne. 
(Mach, 1989). p. 1 I .  
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Map 3: Waveland-Mannheim TIF Redevelopment Project Area 

Redevelopment Project Area #3 
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TPAP conducted an area-wide survey that included condition surveys of buildings and 
infrastructure, land-use analysis, comparisons of existing structural conditions and land-use with 
appropriate Village codes, analysis of the existing plat of land and vacant sites, and a review of all 
previously prepared plans and area analysis documents. 

According to TPAP's eligibility analysis, all of the buildings were 35 years of age or older. 
Though this is a "blighted area" TIF district, "age" is an available factor to prove area eligibility 
as a TIF district-without the necessity that 50% or more of the buildings having to be 35 years 
of age or older as required in "conservation area districts." Obsolescence was present in five of 
the eight area buildings, and determination of this factor was based upon these structures' single 
purpose use. In terms of those eligibility factors generally pertaining to structural and 
infrastructure conditions, dilapidation, deterioration, structures below code and depreciation of 
physical maintenance were noted as existing to a major extent throughout the area. Each building 
in the study arca exhibited all or some of these conditions. Furthermore, area infrastructure also 
exhibited deterioration and depreciation of physical maintenance. The area suffered from 
excessive vacancies, which were present to a major extent throughout it. Vacancies were noted in 
terms of both vacant structures and vacant or underutilized land. Area land configurations were 
aggravated by existing structures that cover their entire lots, and by deleterious land-use 
relationships among existing structures. Finally, TPAP noted that the arca had not benefited From 
community planning objectives, as evidenced by the incomplete roadways found in the area." 

The Waveland-Mannheim Redevelopment Project Area is the most compact of the five districts 
surveyed for this report. The total site does not exceed 18 acres of land. Furthermore, as 
explained above, the site is isolated from the rest of the community by substantial physical 
barriers. Prior to Park Place's proposal, the area accommodated a lumber yard and a mix of 
randomly situated uses, including at least one private residence. In such a compact area, detached 
from a larger community context, it is not unusual for several "blighting" conditions to exist. 
Countervailing forces which may affect the balance of the community are often not enough to 
exert positive influences on such isolated tracts of land. Also, such areas are quite susceptible to 
the effects of the surrounding land-uses that isolate these areas from the rest of the community 
(i.e., O'Hare International Airport and the Tri-State Tollway). 

Therefore, it is not unusual for compact and isolated areas to exhibit several of the various 
features indicating blight. Illinois' TIF law provides for 14 vaguely worded eligibility factors, 
some of which intersect in their respective meanings on the basis of their dictionary definitions and 
common usage. Another problem with these eligibility factors is that their usage may be 
interchangeable to describe certain concepts (e.g.. dilapidation and deterioration). 

The Redevelopment Project and Plan addressed the Park Place proposal in regard to proposed 
hture use. The general land-use plan within the Redevelopment Project and Plan specifically 
listed "restricted industrial" as the desired type of development and included in this classification 
were land-uses in accord with automobile parking faci~ities.~ 

"%id., pp. 10-1 1 
'2~bid.. p. 15. 
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Specific redevelopment activities included assemblage of sites withip the Redevelopment Project 
Area by the Village, and installation of public improvements and facilities, including: 

Adjustments and modifications to sewer and water lines; 
The vacation or closing, removal, resurfacing, widening, reconstruction, and other 
improvements of area streets or public right-of-ways; and 
Appropriate landscape and streetscape improvements that would adequately service the area 
redevelopment. 

Finally, the Village reserved the opportunity to acquire sites within the Redevelopment Project 
Area either through long-term lease or outright purchase, and also reserved the ability to convey 
acquired sites to a private developer to achieve the redevelopment objectives.= 

The breakdown of the Waveland-Mannheim TIF district redevelopment project costs were 
itemized as follows: 

Figure 4-8 

FRANKLIN PARK REDEVELOPMENT 
PROJECT AREA #3 BUDGET 

Reflecting the diversity of ownership in the area, which included six separate entities (including 
the Village), income for property acquisition accounted for the greatest share of proposed TIF 
costs at 79?/0. Physical area improvements accounted for 9%, and project contingencies 
accounted for 8%. Administration, professional and bond issuance fees accounted for 4%. 

-~~~~<~~~:~~~;.:~::,:i1"~ri~~1(ii;r..ig::;:~:'i'i;~:'E~::::.:::::..::j:)~~:;:~,~~';;:.:~,~I.,;,~: ;.,,,,,, > :.:..-. <,, ::Ci';:?:..:.:'::.*: ;... %: -.. ,, ..,..,.,.~. .::. .. , 

Property ~cquisitions 
Public Improvements 6 Area Beautification 
Redevelopment Project Contingencies 
Administration, Professional, and Bond issuance Costs - 
: :  . : : :  .. . : :  . . . . : :  . . . . :: ...... . . . ..... ".. . .... . 

: :: . .  i . .  . . :.,.::,.,.:,,,,,,. . : :  , . . . . . .:.. . ..... . ..,... .... ....... :. .. . .. .. . :.. . . . . . . . . . ; . ; 

When the Redevelopment Project and Plan was completed. TPAP estimated that area EAV would 
be between 52 4 million and 52.7 million by 1991, when all area redevelopment activity would be 
completed aad l l l y  assessed. The Cook County Equalization factor was 1 8916. (the 1995 
Equalization Factor was 2 1243). and the base EAV for the district at the time of the report was 
$1,010,545.~~ 

; ; i : : . ~ ~ ~ " ~ ~ ~ ; : ; , ~ . , , , - : , ' : , :  - 
5 2.900.000 
S 325.000 
$ 300,000 
$ 135,000 
$ . : : . 3;e~.ooo 

%id.. pp. 14-15. 
"hid., p. 21. 
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Public Comment andlnrergowrt~mett~al Review 

B a d  upon available documentation, there appeared to be little or no public comment on the 
proposed TIF district. Furthermore, at least in regard to the Waveland-Mannheim TIF, the Joint 
Review Board (JRB) within Franklin Park appears to be nonexistent or relatively ineffective. 

Perhaps this JRB inactivity and muted public input is related to the relative obscurity of the site. 
Furthermore, the comparatively small size of the site may condition the seeming lack of interest in 
the Waveland-Mannheim TIF. 

The Waveland-Mannheim TIF district has not been subject to any amendments. 

EA V Trends 

Unlike other TIF districts surveyed for this study, the Waveland-Mannheim TIF district was 
project-specific and the development proposal for remote surface and structure parking was well 
situated in its close proximity to O'Hare. 

The Village and Park Place Parking entered into a development agreement on August 31, 1989. 
According to the agreement, the Village would acquire all parcels within the Redevelopment 
Project Area and convey these parcels to Park Place. Included in this land conveyance was a 
parcel under the Tri-State Tollway right-of-way which was then and is still owned by the Illinois 
Toll Highway Authority (ITHA). 

According to Village officials, this parcel was an important pan of the development objective. 
Park Place wanted to use the space for surface area parking, but the ITHA was concerned about 
potential liability and refused to convey the property to the ~ i l l a ~ e . "  

Nevertheless, Park Place proceeded to construct both surface and structure parking spaces on the 
available sites. The Village supported the development of the Park Place facility with right-of- 
way improvements to enhance site access and egress. The Village addressed water drainage 
problems at the site by constructing water retention and drainage improvements.26 The Village 
also demolished some of the existing structures and performed code rehabilitation repairs on the 
remaining structures within the Redevelopment Project Area. 

The following figure illustrates the growth in EAV of the Waveland-Mannheim Redevelopment 
Project Area between 1989 and 1995. 

"Intc~cws with Village ofiicial(s) conducted on January 8. 1997 
'%id. 
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Figure 4-9 

EAV CROWTE AND DECLINE: 
FRANKLIN PARK REDEVELOPMENT 

PROJECT AREA #3: 1989-1 995 

Overall growth in EAV was 299?? within the boundaries of the Waveland-Mannheim 
Redevelopment Project Area. The TIF district has experienced steady growth in EAV since the 
development of the Park Place Parking Systems facility on the site. Building code repairs may 
also have contributed to the growth in EAV. Between 1989 and 1995, the Cook County 
Equalization Factor increased from 1.9133 to 2.1243. The combined effect of the increase in the 
County Equalization Factor and sustained development contributed to the steady increase in EAV 
over the life of the TIF dirict. 

COMPOSITE EAV TRENDS: 
1988-1995 

YEAR 

[in Community EAV I 1 

R W  EAV 
Year to Yur  

S Change EAV 
Year to Year 

The strong increase in EAV is further evidenced by the compound annual growth rate in EAV for 
the district, which has increased 41.37% over the life of the TIF district. The focused 
development activity within the district has also contributed to the compound annual growth rate 
in EAV, exceeding the Village's overall compound annual growth rate in EAV by 34.95%. 

L 

1989 

%Change 
EAV Yew to 
Year 

$1.036.818 1 
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Delays in the start of construction on the project altered the timing of the anticipated EAV at the 
completion of the Park Place project. However, by 1994, the area EAV exceeded the high end 
projected EAV of $2.7 million by $397,843. as illustrated in Figure 4-6 above. Park Place's 
development significantly improved the area, and the code rehabilitation and right-of-way 
improvements dramatically addressed the more pressing problems in the area. Furthermore, 
Village officials indicated that the $2.4 million in TIF obligations issued for the area would be 
retired by 2 0 0 2 . ~  This date is I0 years earlier than projected.2' 

Through 1993, the Village of Franklin Park's average contribution to the redevelopment project 
costs has been 18.5%." 

Ecorromic Dewlopmerrr Resirlts 

The Village of Franklin Park used TIF to redevelop a very compact and isolated site in response 
to a development proposal. On this account, the TIF district has achieved exactly what the 
Village had hoped for. The developer's commitment to the project was crucial to the TIF 
district's success. Had the developer pulled out after DITA rehsed to convey a particular parcel, 
the Village probably would have had its redevelopment schedule and budget altered. The original 
Park Place Parking Limited Partnership group which had developed the site dissolved about two 
years ago. However, the partnership sold the entire project to a national parking systems 
company that specializes in airport parking services. 

Franklin Park's use of TIF is a good example of development specific project facilitation that the 
program affords. Franklin Park's proximity to O'Hare enabled it to take advantage of a specific 
developer's interest in the site and to finance area-wide improvements that would support the 
developer's objectives. At the same time, the Village was able to address a "problem" area and 
generate new tax revenue from an area that had limited redevelopment potential. 

HOMEWOOD CENTRAL BUSINESS DISTRICT 
REDEVELOPMENT AREA 

Why Was TIF Selected? 

In 1977, the Village of Homewood began the process of creating a TIF district encompassing 
their main retail and commercial district. Many of the buildings in the proposed district exceeded 
80 years of age at the time the original TIF district was approved in 1978. The original district 
was composed of six blocks whose boundaries were formed by Ridge Road on the north, Dixie 
Highway on the east, Hawood Avenue on the west. and the alley between Hickory and Olive 
Roads on the south (see Map 4: Original Homewood Redevelopment Project Area Boundaries). 
The Redevelopment Project Area was characterized by deteriorating infrastructure and 

"bid. 
"~annhe i rn -~ovc land~reo  Tar Incrernenl Redevelopmenr Project and Plon. Trkla, Peltigrrw. Allen & Payne. 
(March. 1989). p. 21. 
%am Sowtc: P r o f ~ r  Richard Dye. Data on applicable la..ing dinria levies was only available through 1993. 
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commercial propeny, remote and limited areas of surface parking, and minima; public amenities 
that detracted kom ;he area's pedestrian friend lines^.^'   he villige became concerned with the 
competitive position of this traditional downtown area vis-a-vis newer sho~pina centers being .. - - 
builtwithin ifomewood and in surrounding communities. 

Planning Con~ext 

As a first step, the Village applied for and received $425,000 in Community Development Block 
Grant income for land acquisition and clearance purposes. The Village then reviewed the Illinois 
TIF law and employed the services of Trkla, Pettigrew, Allen & Payne (TPAP) to conduct the 
eligibility survey and study." TPAP concluded that the proposed Redevelopment Project Area 
would meet the eligibility criteria as both a conservation and blighted area TIF district. For 
conservation area status, the following factors were identified: 

Age; 
Dilapidation; 
Obsolescence; 
Deterioration; 
Illegal use; 
Minimum code standards; 
Excessive vacancies; 
Overcrowding of structures and community facilities; 
Lack of ventilation, light, or sanitary facilities; 

Excessive land coverage; 
Deleterious land-use; 
Depreciation of physical maintenance; and 
Lack of community planning. 

%teniews with Village oficials(s) conduned on November 27. 1996 
"~inutes from public meeting held on August 22. 1978. pp. 4-5. 
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For blighted area status, the following factors were documented: 

Age; 
Dilapidation; 
Obsolescence; 
Deterioration; 
Illegal use of individual structures; 
Presence of structures below minimum code standards; 
Deleterious land use; 
Depreciation of physical maintenance; and 

Lack of community planning.'z 

The objectives of the Redevelopment Project and Plan were aimed at repositioning Homewood's 
main commercial district. not only as a primary destination point within the community, but also 
on a sub-regional basis in the southern section of Cook County. Accordingly, the Redevelopment 
Project and Plan objectives included the removal of blighted structures; the redevelopment of 
cleared land with new commercial development and subsidized and private market apartments; the 
designation of public space; the creation of linear parking adjacent to the commercial districts; 
and the implementation of landscape design to create a common identity for the district.33 The 
Redevelopment Project and Plan specifically called for the development of 100 units of subsidized 
elderly housing, but this initiative was dropped in 1983 and replaced with the general goal of new 
condominium housing." 

As originally calculated, the base 1976 EAV for the Redevelopment Project and Plan was 
$875,365. The line item budget for the redevelopment project was constructed as follows: 

Figure 1-1 1 

HOMEWOOD CBD REDEVELOPMENT AREA BUDGET 

"Hammood Business Dislricf RedcvelopmenlSfu& Arm E l i g i b i l i ~  Report, T rkla. Penigmr, Allen & Fayne, 

I S ~ J V ~ ;  . . . . . . , ;  ,..: . ..... &.a~i,,;;~:,~j~:; . . . . . , . . . .  ..,, . ijij:;::gii ...,... , . . .  : :  .....:. . . . . .  :: ,:;..:,: . .  

Land Acquisition and Construction Costs 
New and Resurfaced Parking 
Commercial Rehabilitation 
Construction of Senior Housing - 
Supportive Retail 
Legal and Bond Costs 
. : . . . . . .  ::I. . . : :  . . ..:::.. . 

(April, 1978). pp. 22-25. 
'3~omewood ~edevclo~menl  Plon. FitcNLaRocca Associates. (July 7. 1978). pp. 111-1 - 111-2. 
"~inutes from public mating held on March 8. 1983. artadmcnt 1: First Amendment to the Redevelopment 

~ O U N T  .;, ..,:, ..; . , 

5 560.000 
f 200.000 
t 200.000 
f 2,975,000 
5 150.000 
5 125.000 
S . :  4.2t0.000 

Plan 
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M.P 4: Original Homewood Redevelopment Projea Area 

Central Business District Redevelopment Area 
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Of the $4.21 million originally scheduled, 97% was associated with the physical redevelopment 
objectives outlined in the Redevelopment Project and Plan. The remaining 3% was scheduled for 
administrative and professional services fees. 

Public Comment and Inrergovemmenral Review 

Governmental units represented at the public hearing where the Redevelopment Project and Plan 
was presented did not voice objection to the TIF program. Residents. propeny owners and 
trustees generally supported the TIF program, but voiced minor concerns over parking 
regulations, preservation of historically significant structures, plan flexibility, and control over the 
senior housing project, which originally was to be financed through a local housing authority, built 
by a local non-profit, and leased for the life of the TIF district to a limited partnership. 

Several comments concerned the constitutionality of the TIF law and any potential propeny tax 
increases for properties within the proposed TIF district. When Homewood's TIF 
Redevelopment Project and Plan was drafted, the Illinois TIF law was one year old and had not 
yet been widely used by other Illinois communities. Afier reviewing TIF laws from around the 
country, the Village Anorney indicated that no state had stricken the law on constitutional 
grounds. In regard to tax increases, the Village officials and consultants explained that tax 
increases would only occur on parcels subject to redevelopment or substantial improvements; 
mere location within the district would not subject a property to heavier tax burdens!' 

Village officials generally supported the input and involvement in TIF district matters by the 
overlapping taxing bodies. ~ c c o r d i n ~  to these officials, the involvement by the other jurisdictions 
has insured that all interested ~ar t ies  are in agreement on achieving mutuallv beneficial obiectives. - - 
For the Village, the benefits include greater revenues, employment opportunities, and activity in 
the central business district; for the overlapping jurisdictions, the agreement means greater tax 
revenues in time. However, the Village did indicate that involvement by overlying jurisdictions 
should not be greater than it currently is, because the objectives and interests of the overlying 
jurisdictions are narrower than those of the Village ~dministration.'~ 

Conversations with officials from some of the overlapping taxing bodies (including the school 
districts and park district) generally echoed the opinions and themes expressed by Village officials. 
When Homewood first pursued TIF, the law was new and its effects were unknown; 
consequently, participation by overlying jurisdictions was limited. As the TIF matured, the 
overlying jurisdictions began to assert their oversight responsibilities. None of the overlying 
jurisdictions that expressed interest in the Homewood TIF directly opposed the process or 
concept. In fact, each overlying jurisdiction interviewed stated that the T IF addressed problems 
that existed in the Homewood Central Business District and helped revitalize the area. 

However, the overlying jurisdictions-which chose to organize into a Joint Review Board 
(JRB)-have occasionally asserted their opposition to various activities that the Village wanted to 
initiate. For instance, at one point, the Village wanted to use TI.. fbnds to redevelop the Village 

"Minutes from public meting held on August 22. 1978. pp. 7-9. 
?nteninv with Village oficial(s) conducted on November l I. 1996. 
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Hall. The JRB strongly opposed these plans, which would have required insertion as an 
amendment to the original Redevelopment Project and Plan. Consequently, the plans were 
dropped. On another occasion, the Village appropriated TIF district funds for Village o erations. 
The JRB again pointed out its opposition, and the Village promptly halted the activities. P, 

Interestingiy, the officials from the overlying jurisdictions seemed to indicate that vesting more 
power with the IRB may not be a good idea. Their concern regarding the relative strength of the 
IRB centered not so much on their interests versus the Village's interests, but rather on their 
mutual interests." Officials interviewed for this report suggested that if the JRB were given 
significantly more oversight power, the varying interests would clash, resulting in a failure to 
accomplish any redevelopment, including that which was mutually beneficial j9 

The overlying jurisdictions generally felt that they enjoyed an amicable relationship with the 
Village administration regarding the TIF district. However, they also suspected that without their 
efforts toward understanding and monitoring the TIF district, the Village would not have come 
forward with information as much as it has." 

TIF Amendmenrs 

Since the adoption of the original TJF district, the boundaries have been expanded on two 
separate occasions. first in 1991 and then in 1996. The 1091 TIF district boundary expansion 
split the Redevelopment Project Area into six parts and encompassed 26.6 blocks, three full and 
four partial blocks (see Map 5: First Downtown Homewood TIF Redevelopment Project Area 
Boundary Expansion). The expanded boundaries were delineated as follows: 

1. Northwest section bounded by Ridge Road on the north, Hawood Avenue on the west, 
Martin Avenue on the east and Cherry Lane on the south; 

2. Northeast section bounded by Ridge Road on the north, Martin Avenue on the west, Dixie 
Highway on the east and Cherry Lane on the south; 

3.  Southwest section bounded by Cherry Lane on the north, Hanuood Avenue on the west, 
Martin Avenue on the east and an alley south of Hickory Road; 

4. Southeast section bounded by Cherry Lane on the north, Martin Avenue on the west, 
Dixie Highway on the east and an alley south of Hickory Road; 

5 .  West section bounded by Dixie Highway on the north, Hanuood Avenue on the west. 
Dixie Highway on the east and Ridge Road on the south; and 

"~bid. 
Y~ntervicw with oficial(s) from overlying jurisdictions conducted on November 11. 19% 
'91bid. 
%id. . 
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6. East section bounded on the north by Dixie Highway extended and on the west by Dixie 
Highway, on the east by an irregular demarcation line the easternmost location of which is 
Gottschalk Avenue and on the south by 183rd Street. 

Unlike the original 1978 TIF district, the 1991 amended area was assessed on a "conservation 
area" basis. The eligibility factors evident within the 1991 amended boundaries were: 

Age; 
Obsolescence; 
Deterioration; 
Existence of structures below minimum code; 
Excessive vacancies; 
Excessive land coverage; 
Deleterious land use or layout; 
Depreciation of physical maintenance; and 
Lack of community planning." 

Each of these factors except "existence of structures below minimum code" was identified in the 
original TIF district Eligibility Report. TPAP surveyed the expanded boundaries and noted that of 
the fourteen statutorily prescribed eligibility factors, the eight factors listed above were present to 
a meanin,& extent in the area. At least one or more of the documented factors were identified 
on all of the blocks within the expanded area. TPAP also noted that 38 of the 55 buildings 
(69.1%) were beyond 35 years of age, easily meeting the 50% threshold found within the TIF 
district Act under "conservation area" s t a t~s . '~  As a final basis for assigning "conservation area" 
status to the 1991 expanded boundaries, TPAP noted that the area had not benefited from new 
private investment. 

TPAP did not substantiate the lack of private investment in the area through any statistical 
analysis. Instead, TPAP relied upon the noted eligibility factors to demonstrate it.  

The 1996 boundary expansion increased the size of the -.astern and western sections of the 1991 
expansion (see Map 6: Second Downtown Homewood T F  Redevelopment Project Area 
Boundary Expansion). The east sectiov is now defined by Ridge Road on the south, by 
Gottschalk Avenue on the west, by Gladville Avenue on the east, and by an irregular northern 
border starting at an alley behind Ridge Road between Gottschalk and Highland Avenues and 
extending along the north property line of the properties fronting Ridge Road between Highland 
and Gladville Avenues. The western section increased in size through the addition of a single 
parcel located at 18 120 Hanvood Avenue. 

- 

 mended Downtown Homewood Tm Increment Financing Redevelopmenr Project Area: Eligibilify Report. 
Trkla. Penigw, Allen & Payne, February. 1991). p. 5.  
':Amended Downtown Homrwood Tax lncren~ent Financing Redevelopment Pro~ect Area: El igibi l~y Report. 
Trkla. Pcttigmv. Allen & Paync. (February. 1991). p. 3 .  
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Map 6: Second Downtown Homewood TIF Redevelopment Project Area 
Boundary Expansion 

I -- 

Amended Central Business D i d  Redevelopment Area 
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This second amendment was initiated as a result of vacancies that occurred between 1991 and 
1995. The potential blighting influences of vacating three prominent structures threatened any 
progress that had been made since 1978. According to the "Amended Downtown Homewood 
Tax Increment Financing Redevelopment Project and Plan," these areas had not benefited From 
the redevelopment activities occurring in the TIF district." The area was assessed on a 
"conservation area" basis, and the same eligibility factors found within the 1991 amended area 
were recorded.u 

The cost breakdowns for the first and second amendments were as follows: 

Figure 4-12 

FIRST HOMEWOOD AMENDMENT BUDGET 

ACTWIN )AMOUNT 
Streetscape Improvements I 5 1.800.000 
Facade improvements 1 5 700.000 
TOTAL $ 2,SOO,OWr 

Figure 4-13 

SECOND HOMEWOOD AMENDMENT BUDGET 

Neither expansion's objectives varied in scope from what was originally scheduled in the original 
1978 Redevelopment Project and Plan. Streetscaping, facade enhancement, parking 
iniprovements, and site redevelopment were all folded into the newly expanded district 
boundaries. As in Berwyn's rationale, the Village supported each successive expansion by touting 
the greater stimulating effects that broader redevelopment efforts would have for the entire 
Homewood commercial district. 

~~~jfg@f;;>$~;~,g~~g~iyI/;$$;;~iG,+;;.,;]ii'j$s 
Study Costs and Administration 
Properly Assembly Costs 
Streetwape and Infrastructure Costs 
Facade and Rehabilitation Improvements 
TOTAL . : : . : ? : :  : :  ::' .. ' . ' 

While the boundaries of the TIF district have been expanded on two occasions, the V~llage did not 
issue additional obligations or extend the life of the composite TIF district area. According to 
Village officials, it was not necessary to do so because the TIF district has generated substantial 
excess revenue to support the additional project costs associated with each expansion." 

~~,~r~~:,..isj:::;~~~g~~-;.,:";i . : :  .................... 

5 1.947.000 
5 3,528,000 
5 1.227.000 
5 2.100.000 
.r 8,803.000 

' 3~mended   own town Homewwd Tax Increment Financing Redrvelopmenf Project ond Plon, Trkla, Pettigrew. 
Allen & Payne. (December. 1995). p. 3. 
UIbid.. pp. 16-17. 
"ln~eninv with Village oficial(s) condueld on lanuan. 10. 1997. 
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The original and combined amended TIF district costs amount to $13,064,100 in obligations for 
Homewood. According to Village officials, the growth in EAV within the TIF district and 1991 
expanded boundary amounted to a greater than 1000% increase in value between 1978 and 1995, 
while EAV in the balance of the community has risen roughly 205%." This property value 
appreciation has allowed Homewood readily to cover all obligations issued to this point, and it is 
anticipated that similar growth in EAV will occur over the remainder of the life of the TTF district. 

The Village's ability to meet all TIF obligations has also resulted from its reliance on blending 
municipal financing programs. For example, the Village's streetscaping program in the amended 
boundaries has been financed through a combination of TIF hnds and General Obligation Bonds. 
Also, the expansion of the Village's facade enhancement program into the expanded areas has 
been supported through surplus increment. 

Homewood's TIF district has generated significant surplus income, and the Village has devised an 
inclusive strategy for the allocation of any surplus. Each year, the Village conducts a state- 
required financial review of the TIF district with the overlapping taxing districts Typically, the 
review involves an assessment of the progress of projects within the TIF district and 
determination of whether specific goals have been met. On the agreement of all bodies, TIF 
surplus may be reinvested into the district. In the absence of such agreement, the surplus is 
redistributed out of the district to the taxing jurisdictions. To date, Homewood has redistributed 
$2 million in surplus TIF district income to the overlying taxing bodies." 

Between 1978 and 1982, the Village reported zero growth in EAV within the Redevelopment 
Project Area. Figure 4-14 illustrates the growth in EAV since 1982. 

"Interview with Village oficial(s) conducted on November 1 1. 1996. 
"bid. 
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Figure 4-14 

EAV GROWTH FOR HOMEWOOD 
CBD REDEYELOPMEh'T AREA: 1982-1995 

Between the frozen base year of 1978 and 1995, original and 1991 amended area TIF district 
EAV rose 1232%. This phenomenal growth is a function of both redevelopment activity and the 
long life of the TIF district. Inflation has boosted EAV, as have corresponding adjustments in the 
State Equalization Factor. However, year-to-year growth was far more unbalanced, and eight 
time intervals showed either a decrease in EAV or zero growth in EAV. These periods of decline 
or zero growth were offset by large increases in EAV growth in 1982-83 (141%) and 1988-89 
(219%). The 219% increase in EAV between 1988 and 1989 is mainly attributable to the 
attachment of the 199 1 amended area base EAV to the original TIF district unfrozen EAV (1 989 
EAV is the base value for the first amended area). Over the life of the TIF district, the Cook 
County Equalization Factor decreased twice: between 1982 and 1983 from 1.9288 to 1.9122, and 
between 1988 and 1989 from 1.9266 to 1.9133. Overall, however, the county Equalization 
Factor rose from 1.4966 to 2.1243 between 1978 and 1995. 
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Figure 4-15 

COMPOSITE EAV TRENDS: 1982-1995 

1995 Base EAv ( te.601 ,304 
TIF % Chanoe: 1995 Over Base 1 1329.92% 

--  

Compound Annual Growlh Rate in Communly E A V  1 5.57% 

The compound annual growth rate in EAV rose 22.71% annually. This growth exceeded the 
compound annual growth rate in EAV for the community as a whole by 17%. which suggests 
that, overall, the TIF district has succeeded in stimulating propeny values by encouraging new 
investment. This performance was inflated by 6.21% over the life of the district by the property 
added into the district in 199 1. 

Through 1993, the Village of Homewood's average contribution from its collected revenues to 
the redevelopment project costs has been 16%." 

Economic Development Results 

Interviews with Village officials indicated that their objective in creating the TIF was to "level the 
playing field" with lower-tax collar counties. Homewood is located close to Will County, where 
tax rates are far lower than in Cook County. This competitive advantage enjoyed by lower tax 
Collar Counties has resulted in the loss of significant tax base, in the opinion ofat least one 
officia~.'~ The Village also explained that it was not interested in "bidding wars" with neighboring 
communities for tax base--at least, not with neighboring Cook County communities. The same 
officials expressed dismay at the fact that newer communities had the same ability to use TIF as 
older and perhaps blighted communities; one Village official asked simply, if rhetorically, "why 
should an aging and blighted community have to compete against a newer growing community?''sD 

Nevertheless, the performance of the TIF district in regard to growth in EAV and physical results 
appears to be very encouraging for Homewood. The TIF district appears to have met and 
exceeded expectations, as evidenced by the surplus revenue that the TlF district is generating for 
redevelopment within the expanded TIF district boundaries and for reaistribution to overlying 
taxing jurisdictions. 

&Data Source: Professor Richard Dye. Data on applicable taxing districl levies was only available through 1993. 
49~ntervicws with Village ofticials(s\ conducted on November 27. 1996. 
%id. 
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MATTESON INDUSTRIAL CONSERVATION AREA 

Why Was TIF Selected? 

In 1988, the Village of Matteson was faced with a declining revenue and industrial jobs base as a 
result of the closing of the Allis Chalmers facility in the Matteson Industrial Park in 1987 (see 
Map 7: Matteson Industrial Park Conservation Area). The Allis-Chalmers site and the Industrial 
Park were located along at the northwest comer of Cicero Avenue and the Elgin, Joliet and 
Eastern Railroad right-of-way. The Allis-Chalmers facility constituted approximately 509,000 
square feet of industrial, warehouse, and office space. Surrounding properties zoned industrial 
were underutilized, and the park was exhibiting signs of blight, which was preventing the effective 
marketing of the area to new users.'' 

A private developer. Space Center Enterprises, approached the Village in 1988 with a proposal to 
redevelop the Allis Chalmers site and about 250 acres of surrounding land into a more marketable 
industrial park. This proposal coincided with the Village's long-standing intentions for the site. 
Discussions between Village and Space Center representatives culminated in the Village looking 
to TIF to provide the necessary public improvements and gap financing for direct development 

Planning Cottrexr 

According to documentation provided by the Village, the community's Comprehensive Plan called 
for the retention of users in and attraction of new industrial users to the Matteson Industrial Park. 
Toward this end, the TIF Redevelopment Project and Plan was in full accord with the Village's 
long-term objectives for the site. 

The Village interests lay in preserving, expanding. and diversifying its manufacturing and 
warehousing base, and Space Center Enterprise was interested in redeveloping the industrial park 
and the Allis Chalmers site. The TIF Act provided an opportunity for the Village to achieve these 
goals and to facilitate Space Center's project by designating the Matteson Industrial Park as an 
"industrial park conservation area." Beyond the normal eligibility factors required for a 

" ~ i l l a ~ e  of.bIafresan Tax hcrenrent Rede~~elopmenr Area No. I Redevelopmenr Projecr and Plan. Village of 
Matteson; K a k .  Mahin & Cale; and Kane. McKenna &ASSOC.. Inc.. (Januav. 1989). p. 2. 
''lnleniew with Village official(s) conducted on November. l I .  1989. 
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Map 7: Matteson I n d d  Park Conservation Arc8 

Matteson Industrial Park Conservation Area 
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conservation or blighted area TIF, an industrial conservation TIT must also be located within a 
community where: 

A documented labor surplus exists; 
All private property within a proposed industrial conservation district has been zoned 
industrial prior to TIF district designation; 
The community has control of all land within the proposed district; and 
The proposed Redevelopment Project Area has suitable vacant land for industrial use and is 
contiguous to areas that can be designated as either a conservation or blighted area TIF 
district." c 

The Village relied upon unemployment data for Cook County to demonstrate that it is a "labor 
surplus municipality" as defined within the TIF Act. According to data presented within the 
Eligibility Report, for the six months prior to the TIF study conducted in January, 1989. Cook 
County's unemployment rate ranged from 7% to 5.5%. exceeding the national unemployment 
average by 0.3% to 1.5%." 

Maneson was able to use Cook County's unemployment data as its own, based upon the statutory 
provisions found within the TIF Act at 4 511 1-74.4-3(e). According to paragraph (e), a 
community may use the unemployment rate for the principal county within which the municipality 
lies if similar data is not available for the municipality . The Village was also able to demonstrate 
that the Cook County figure was beyond 6% for at least one month during the last six months 
prior to the writing of the Eligibility Report, and that the unemployment rate was at least 100% of 
the national average for the same six month period. Beyond the particular requirements for an 
industrial conservation area and labor surplus municipality designation, the Village noted the 
following blighted area eligibility factors within the Redevelopment Project Area: 

Obsolescence; 
Depreciation of physical maintenance; 
Deterioration; 
Deleterious land use or layout 

Excessive vacancies; and 
Lack of community planning.s5 

According to the documented findings, the former Allis Chalmers site was functionally obsolete as 
a result of structural configurations unique to the site. This obsolescence was attributed to office 
to total building ratios that exceeded similar ratios in newer industrial facilities; and to an excess 
of space and a single-user specified design that made the facility difficult to market. The Village 
also surveyed building and infrastructure conditions to evidence depreciation and deterioration. 

"IL ST CH 65 8 511 1-74.4-3(41. 
" ~ i l l a ~ e  o/Motfesott Tar Incremenl Redevelopmenf Areo No. I Redevelopment Project ond Plon, Village of 
Matteson; Keck. Mahin & Cale: and Kane. McKenm & Assoc.. lnc.. (January. 1989). Eshibit 5 .  
"lbid. 
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The single-user nature of the former Allis Chalmers facility was specifically cited as a basis to 
prove that the area suffered from deleterious layout. 

The vacancy created by the departure of Allis Chalmers contributed to a 67% vacancy rate within 
industrial and warehouse facilities and a 100°/o vacancy within all available office space in the 
Redevelopment Project Area. Finally, the Village had not conducted contingency planning in the 
event that Allis Chalmers vacated its facilities. Consequently, no long range community planning 
had occurred, which may othenvise have enabled the community better to prepare for the 
company's possible departure.J6 

The Village's stated goal within the Redevelopment Project Area was to encourage more 
intensive and accelerated redevelopment to: 

Create jobs within the industrial park, but also to diversify the community's employment and 
tax base; 
Provide new infrastructure that adequately services industrial users; and 
Address negative perceptions of south-suburban Cook County as a place to locate 
businesses-particularly industrial concerns. 

The goals were to be facilitated by attaining the following objectives: 

Construction of new infrastructure within the industrial park, including new water and 
sewer main extensions, access and circulation roads, street lighting, and other related 
improvements; 
Provisions for competitive and more marketable industrial and warehousing space for 
modem industrial users; and 
Enhancing the absorption rate of industrial property.J7 
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The redevelopment project cost b&akda;$ was itemized as follows: ,. ., , ,: 
.,., , * 

Figure 1-16 

MAlTESON INDUSTRIAL PARK CONSERVATION AREA BUDGET 

According to pre-development arrangements, the developer would front-end all infrastructure 
costs and TF-eligible redevelopment costs and would be reimbursed through TIF bond income. 

Of the 56.9 million originally scheduled for the Matteson Industrial Park Conservation TIF 
district, 56% was to be allocated for projects directly associated with the physical enhancement 
and redevelopment of the area. The remaining 44% was scheduled for administration, 
contingencies, and professional fees, with the largest share going toward capitalized interest costs 
($1.69 million out of the remaining 53,048,700, or 55% of the remaining TIF bonds not used for - - 
physical improvements). 

The 1987 base EAV for the Redevelopment Project Area was $3,060,208. Anticipated EAV 
after completion of all public and private improvements was calculated to be 529 million; 
however, the report did not specify a date for completion of the work. The anticipated EAV was 
based upon the Village's analysis of a $42 million market value increase as a result of these 
investments." The projections were based upon a frozen equalization factor of 1.8916 in 1987. 
Tine equalization factor had increased to 2.1243 in 1995. 

Public Comment and 1ntergovemmenfal Review 

As seen in Homewood, some-though not all-of the overlapping jurisdictions participate quite 
vigorously in TIF district review and monitoring. The overlying governments involved here are 
School District 227 (Rich Township High Schools) and Elementary School District 159. Officials 
from the Village and school districts noted that generally positive relations exist between the 
municipality and these taxing bodies. 
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The Village noted that the participation of the two school districts had helped shaped more 
responsive policies regarding the operation of the TIF district. Officials from the Village also 
noted that other taxing bodies' participation was hampered by capacity limits. Often, these 
overlying jurisdictions are limited by the number of available personnel who can actually take the 
time to track and analyze the performance of a TIF district. In consequence, these taxing entities 
exhibit a defacto acceptance that their deferred revenues will be allocated in accord with the 
announced plans of the community and within the provisions of the TIF law. "' 

Officials from the school districts understood the Village's rationale for creating the TIF district 
and supported the general goals and objectives. However, in spite of their amicable relations with 
municipal officials, they were not inclined to support TF in concept or practice. Specific 
objections rested upon: 

Municipalities' ability to define and organize such districts in the first place; 
The fact that overlying jurisdictional income was being used to finance typically private 
development programs; 
The loose interpretation given to "blight" by many communities; and 
Schools' inability to make up lost revenue from other revenue sources-particularly sales tax 
re~enues.~" 

The school officials also explained that school financing pattems have been altered by tax cap 
legislation enacted in 1995. The alteration of these pattems is aggravated when TIF districts are 
brought into the eq~ation.~ '  The school officials suggested some ideas which could at least 
"reform" the existing TIF Act: 

Any final approval of a proposed TIF district should be made by the Illinois Department of 
Revenue; 
The state should once and for all firmly define all eligibility factors and place practical limits 
on TIF district operation, i.e., no amendments allowed; 
Schools should enjoy the same taxing power as municipalities; and 
The TIF law should be eliminated in favor of a system of tax abatements and other 
development  incentive^.^' 

Village and school district officials shared philosophical concerns about TIF district and the 
competition for tax base occurring in the region. Both groups explained that competition for tax 
base was at the root of the problem and that this problem was aggravated by TIF. Faster growing 
communities-typically found in collar counties-are able to assign greater revenue to 
development programs for areas questionably labeled as "blighted." Like Homewood officials, 

'Plntenims with Village oficia~(s) conducted on November 11. 1996. 
%tervicw with school district officials from Districts 159 and 227. conducted on November 21. 1996. 
611bid. 
"Ibid. 
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Matteson officials and taxing bodies seemed to suggest that while TIF may "level the economic 
development playing field," its full effect is muted in slower-growing Cook County communities. 

In public meetings held in 1989, the Matteson citizenry was relatively quiet about the TIF district. 
Village Trustees expressed wncem about the phasing of redevelopment on the site and the debt 
obligation of the Village, but Village officials and a prospective developer apparently allayed 
concerns. Specifically, Village officials noted that the proposed Redevelopment Project Arca was 
mostly vacant, and the marketability ofthe site was negatively affected by a combination of 
location and design factors and economic trends in Cook ~ o u n t ~ . ~ '  

TIF Amendments 

The Matteson TIF district has been subject to two amendments as a result of necessary revisions 
to which the Village and developer agreed. No amendments have occurred to the TIF district 
boundaries. The primary basis for revisions observed in available documentation and in interviews 
with Matteson officials resulted from delays in the original redevelopment objectives and 
scheduling. The amendments were also necessitated by the type of development that actually 
occurred on the site, and which diverged from what was originally anticipated. 

The first amendment to the Redevelopment Project Area was approved in 1991. This amendment 
was initiated because of redevelopment delays that included the scheduled construction of a 
300,000-square-foot warehouse facility. The developer's inability to locate users for this 
proposed site altered both the scheduling for bond issuances and the supportive financing. 
Accordingly, the amendment allowed Space Center to market linear areas along Cicero Avenue 
for "highway commercial uses (or retail uses)." The same amendment also extended the life of 
the TIF district from 17 years to 23 years in anticipation of further delays in the site 
redevelopment." 

The second amendment, initiated in 1996, made two changes from the original redevelopment 
plan: (1) the Village would permit the redevelopment of the east side of Cicero Avenue to 
complement the development occurring on the west side of Cicero Avenue; and (2)the Village 
would issue S1.l million in General Obligation Bonds to finance area-wide improvements for the 
east sidz of Cicero Avenue to be debt serviced with TIF district revenues. 

The same amendment also reaffirmed the life extension of the TIF district. However, the 
amendment indicated that bonds issued for TIF district projects were still to be retired within the 
original 17 years.6' 

63~omme~s  from Public Meeting held on February 27, 1989. 
&Ordinana Adopting Amendment No. 1 lo Redevelopment Plan and Pmjecl for Tax Increment A m  No. I." 
Village of Maneson, Ordinane No. 1482, approved September 16, 1991. 
6 L ' ~ n  ordinana Approving an Amended Redevelopment Agmment for Rednelopmenl Projcn Arca No. I." 
Village of Matteson Odinancc No. 1640. appmvcd on November 18. 1996. 
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The effect of both amendments was to change the redevelopment objectives From a pursuit of the 
desired industrial redevelopment to a tacit recognition of the realities of development that were 
and are actually occurring within the Redevelopment Project Area. 

Concurrent with the drafting of the Redevelopment Project and Plan, the Village was entering into 
a development agreement with Space Center Enterprises, a Minneapolis, Minnesota-based 
company. According to the terms of the original development agreement, Space Centers (also 
known as SCM Propeny) was to rehabilitate the Allis Chalmers plant and construct new 
warehouse facilities, possibly amounting to 1.3 million-square-feet of space." 

Space Center Enterprises is an office and industrial developer. Its stated intent for the former 
Allis Chaimers site was to create a presence in the Chicano market and redevelop the industrial 
park as an expanded facility. The developer planned to subdivide the vacant around the 
existin Allis Chalmers facility into six development sites and market them to new industrial B users.6 

As part of the redevelopment agreement with Matteson, Space Center received land control over 
the 250 vacant acres, as well as over several existing buildings within the park. However, the 
pace of redevelopment stalled when Space Center Enterprises, declined several offers from other 
developers to buy and build out five to seven acre plots for undisclosed reasons. In addition, 
Village officials perceived that the proximity of the site to Will County also contributed to 
delaying redevelopment of the site, because of Will County's lower assessment levels for both 
commercial and industrial property and lower property taxes." 

While industrial redevelopment of the site was delayed, the developer was able to negotiate deals 
with several national retailers and service companies to remodel and lease out existing buildings 
on the site. Among the new park tenants are Target Stores, Pep Boys. Menard's, and Chemical 
Bank. Also, the former Allis Chalmers facility has been retrofitted to accommodate First Data 
Corporation's credit collection and security operations. Each of these park tenants occupies 
space along Cicero Avenue, and each has benefited from TIF district financed infiastmcture 
improvements within the park and along Cicero Avenue. 

According to information provided by the Village, approximately 1.400 service-oriented jobs have 
been created within the park boundaries. The retailers and service providers are also generating 
S1.5 million in property and sales tax revenues annually for the municipality, as well as $500,000 
in ancillary development projects within the park's boundaries to date.69 

"b'~illagc ofMansson Rcdmlopmcnt Agreement with SCM Propenis, Inc.." (April 17. 1989). p. 3 
''Commcncs from Public Mming held on Fcblua~ 27. 1989. pp. 18-23. 
'lntemicw wilh Village otTicial(s) conducted on November 11. 1996. 
%id. 
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The following figures show the growth in EAV and composite growth in EAV within the 
Matteson Industrial Park Conservation TIF district over time. 

Figure 4-17 

EAV GROWTH MAlTESON 
INDUSTRIAL PARK CONSERVATION AREA: 

1989-1995 

Figure 4-18 

Year 
1989 

COMPOSITE EAV TRENDS: 
1989-1995 

Compasita tnndo and tlF Oirtrict vr. Commun&y+JLde 
Comparisons 1 

Rart EAV 
Year to Year 

5 2.934.077 

Initial Base EAV 1 $2,834,077 
'1995 Base EAV 1 $2,934,077 
TIF % Chanoe: 1995 Over Base I 443.5% 

S Chmpe EAV 
Year to Year 

Composite aggregate EAV growth for the Matteson TIF district between 1989 and 1990 was 
nearly 444%. Both 1990 and 1993 were Triennial Assessment years for Cook County, which 
probably led to the modest increases in EAV value in those two years. The Cook County 
Equalization Factor increased from 1.9133 in 1989 to 1 .9946 in 1990, and from 2.0897 in 1992 to 
2.1407 in 1993. Overall, the Cook County Equalization Factor rose from 1.9133 to 2.1243 
during the six-year life of the Matteson Industrial Park Conservation TIF district. 

W chsnpe 
EAV Year to 
Year 

- 

The interval increase of 238% between 1993 and 1994 was attributable to the concurrent 
completions of the Target, Menard's, and Pep Boys retail stores, and to the First Data 
Corporation's reconfiguration and occupation of the former Allis Chalmers facility.'' 

% Increase in Community EAV from Base Year to 1995 
Compound Annual Growth Rate in TIF District EAV 
Compound Annual Growlh Rate in Community EAV 

- 

'%llage of Matteson TIF I EAV Hinorq Through 1995." 

41.8% 
32.6% 

- 

6.0% 
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The performance of the TIF district can also be cmalyzed in two ways - first, in terms of the 
increase in EAV to date and second, in terms of how this increase has related to projections in 
TIF district EAV when all redevelopment was originally scheduled to be completed. As originally 
projected, total TIF distria EAV was anticipated to be $29 million. As of 1995, total TIF district 
EAV was S15.947.868, or 55% of projected total EAV after all development is completed. 1995 
was year six in the life of what was originally scheduled to be a 17 year TIF. Thus, Matteson's 
TIF district is performing ahead of schedule by rcaching 50% of anticipated total EAV a little 
over one-third of the way into the life of the TIF distria. 

Additional evidence of the financial success of the Matteson Industrial Conservation Area TIF 
district is found in the compound annual growth rate in EAV for the district as compared to the 
Village of Matteson as a whole. Over the life of the TIF district, compound annual growth rate in 
EAV was 32.60%. which exceeded the compound annual growth rate for the Village as whole by 
26.6%. The strong growth in EAV is a function of the extensive development and redevelopment 
activities that have occurred and are occurring within the TIF district. 

Matteson's TIF district is unique among the surv~yed TIF districts in being a large scale 
redevelopment project initiated by a developer. Franklin Park's Waveland-Mannheim TIF district 
was also a developer-initiated project, but not on the scale as this district. This TIF district has 
successfully facilitated the anticipated development program of Space Centers. However, it is 
important to note that the type of development that has occurred to date is not exactly what the 
Village had anticipated when it originally entered into the agreement with Space Centers. 

Direct revenues from the Village of Matteson have accounted. on average. for 1 1% of the - .. . 
redevelopment project costs within the Matteson Industrial Conservation Area TIF through 
1993.'' 

Economic Development Results 

Matteson's TIF has been very successfid in terms of financial performance as measured by the 
growth in EAV. The 444% increase in EAV over a six-year period is a significant appreciation in 
property value. However, in terms of physical development, the Tff has not performed as 
originally planned by the Village. 

Industrial redevelopment has given way to service and retail redevelopment. The former Allis 
Chalmers facility has been retrofitted for First Data Corporation. Village officials acknowledged 
the failure of the TIF to generate new industrial development, and they attributed this failure to at 
least three factors: 

The original agreement gave Space Center exclusive right to all TIF incentives which 
consequently could not be directed to sub-developers who might contract with Space Center, 
or with the municipality separately, to develop out-lot sites; 

" ~ a u  Source: Professor Richard Dye. Data on applicable using district levies was only available through 1993. 
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The TIF incentives and infrastructure improvements have not been enough to compensate for 
the disparity in tax rates between Cook and Will counties (rates can be as much as one-third 
to one-half lower in Will County); and 

The structure of TIF incentives as reimbursement and direct public infrastructure investment 
offered by Matteson to prospective users did not address market preferences for long-term 
property tax abatements 

Nevertheless, these same officials explained that the TIF district has performed quite well. They 
noted that the TIF district has generated good revenue for the Village, and for overlying taxing 
jurisdictions in the form of redistributed tax revenue; that the TLF district has created a number of 
new jobs for the community; and that the experience has enabled the Village not only to 
understand the development process better, but also to understand what it would do in the future. 
The Village indicated that in the future, among other things, they would: 

Create incentives internal to the TIF district to make the developer perform as scheduled, 
including strict time lines for multiple phasing of development activity; 
Link construction of new development and rehabilitation of existing property to bond 
issuances; 
Reverse TIF, whereby a developer gives taxes up front for redistribution and Village abates 
all taxes for a set period of time above that level; and 
Create a 50% threshold policy stipulating that if the issuance of bonds does not make financial 
sense at 50% of projected revenues From the proposed development, then the project would 
not be initiated." 

Such insight into the mechanics and reformation of TIF are quite interesting and, of the five 
communities surveyed, only Matteson shared such insights. The reforms proposed by these 
officials answered three of the more pressing problems that they identified with the TIF law: (1) 
TIF is not being used for its original purpose of attracting new development and redevelopment to 
deteriorating areas; instead, TIF is used to provide tax incentives for developers; (2) TIF fails to 
adequately address larger market problems, which include regional tax rate disparities and lack of 
uniformity of incentives in the local area market; and (3) the apparent unwillingness on the part of 
regional municipal officials to walk away from tax base competition. which has caused many 
communities to devise TIF incentive packages in excess of alleged benefits of any one ~rojec t . '~  

Clearly, Matteson has enjoyed success with its TIF district, even if the type of development that 
has occurred to date is not what was originally planned. The inclusion of five new businesses 
paying $1.5 million annually in taxes and employing over 1,300 people, is a fairly good result from 
a total committed investment on the Village's pan of $8 million (not yet completely disbursed). 

'21ntc~cw with Village official(s) conducted on November l I. 1989. 
 bid. 
"bid. 
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Finally. the EAV of all property within the TIF district has appreciated in value over a six-year- 
period (444%). 

Documents prepared by Space Center Enterprises in late 1995 indicated that future development 
plans will be geared toward warehousing and distribution facilities. Included in the company's 
plans included building a 65.000-square-foot, multi-tenant warehouse facility. with construction 
scheduled for late 1996. These documents also indicated that sewnd and third warehouse 
buildings would be constructed as leasing levels reached 65-70% in existing new construction. 
The developer also revealed plans for a 290.000 square foot distribution facility to be constructed 
in spring, 1997. Based upon marketine schedules and absorution rates. additional distribution - 
faciiitiei would be constkcted in response to market demani7' 

This development is likely the type anticipated by the Village when it originally drew up the 
Redevelopment Project and Plan. Recent strong regional market trends may have made 
Matteson, and perhaps other Cook County communities, more desirable destinations at least for 
warehousing and distribution facilities. This appeal may also translate into associated 
manufacturing facilities, but Space Center Enterprises' plans did not include construction of such 
space. Nevertheless, the type of space they are anticipating building can be retrofitted to 
accommodate light manufacturing users. 

At least since the TIF district's inception, Matteson's experience may be indicative of broader 
long- term regional dynamics. Specifically. Matteson wanted new industrial development and 
went about creating its TIF district as an "industrial park conservation area" project. Instead, the 
area has been a location for retail and service businesses, with the exception of one medium-sized 
manufacturing facility. Maneson officials attribute the lack of appreciable industrial development 
to a number of regional economic development dynamics that cannot be addressed through TIF 
incentives. 

If Matteson's experience is at all representative. TIF incentives may not be enough to obtain the 
advantages enjoyed by outlying Collar County locations. Taxes in the collar counties are 
significantly lower than rates in Cook County, and many business interests perceive that the Collar 
Counties are friendlier places to conduct business and facilitate new development. Whether this 
perception is at all justified is the topic of another discussion not within the scope of this 
document. 

OLDE SCHAUMBURG CENTER 

Why Was TIF Selected? 

In the mid-1980s. the Village of Schaumburg became interested in the prevailing conditions, scale, 
and type of development occurring in the "Olde Schaumburg Center" area. located at the 

' h e r  dated Augun 8, 1995 fmm Greg Scott (Southgale Commera) to Waller Parkins (Doughetty & Dawkins) 
ourlining future developrnenr plans by Space Center Enterprises within the Matteson Industrial Park Conselvation 
Redevelopment Project Area. 
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intersection of Roselle and Schaumburg Roads (see Map 8: Olde Schaumburg Center 
Redevelopment Project Area). The area was and is characterized by mixed land uses of varying 
density. The Village's interests were primarily driven by a desire to preserve the historic 
structures located within the area. 

Schaumburg's continued population growth and rapid development, particularly around the 
Woodfield Mall area, necessitated an active planning program to manage anticipated continuing 
and future growth. The Olde Schaumburg Center area had not been developing according to any 
coordinated plan, and the uncoordinated nature of development had lefl the area an amalgam of 
interspersed land uses without any unifying or connecting features. Nevertheless, significant 
opportunities existed both hnctionally and through urban design to tie together the seemingly 
disparate land use characteristics found in the area. 

Phning Context 

Prior to a comprehensive planning and market analysis study, the Village of Schaumburg wanted 
to distinguish the Roselle and Schaumburg area. The Village established design guidelines that 
accentuated the prevailing historical architectural fabric of the area. These design guidelines also 
served to facilitate pedestrian circulation throughout the area and create a pedestrian-scaled 
physical environment. Many of these guidelines seem to be in accord with neo-traditional 
planning techniques now popular throughout the country. The guidelines were adopted by TrkIa, 
Pettigrew, Allen & Payne when they wrote the area's planning, market study, and development 
strategy document. 

In 1986, the Village employed the services of Trkh, Pettigrew, Allen & Payne (TPAP) to conduct 
an area market study, devise an Olde Schaumburg Center framework plan, identify opportunity 
areas for development and redevelopment. and form an integrated development strategy. The 
consultant and Village included the input of business and local residents to guide the planing 
process and to help shape goals and objectives." 

TPAP broke the larger study area into four quadrants. each bounded on two sides by Roselle and 
Schaumburg Roads. Each quadrant was characterized by predominant land use and assessed for 
future development potential. TPAP also emphasized the need to consolidate the area though 
urban design to achieve a "community center" district, an area distinct from the prevailing auto- 
oriented commercial strip development found within Schaumburg and other suburban 
communities. 

'601de Schaumburg Center: Marketing Feasibili~ and Planning Studv. Trkla. Pntigmv. Allen & Pavnc. (1 987). 
p. 3 .  
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Map 8: Olde Schaumbu~g Center Redevelopment Project Area 

Old Schaumburg Center 
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According to the market study, Olde Schaumburg Center would have to compete with more 
established community centers in Long Grove and the Olde Town area in Bloomingdale. Each of 
these community centers succeeded, according to the market study, because of the presence of an 
anchor business that created a draw for the area. For Olde Schaumburg Center, TPAP explained 
that a market assessmeat indicated that a 40,000-square-foot grocery store could serve as such an 
area anchor." 

The specific framework plangoals for the entire area included: 

Easy accessibility to Olde Schaumburg from the entire community; 
Retention and development of a wide range of commercial uses and activities strongly 
oriented toward local population needs; 
Retention and development of anchor institutional uses, including St. Peter's Church and 
campus and the Schaumburg Public Library; 
Development of the center on a pedestrian scale which encourages face-to-face contact; 
Development of the area adhering to design guidelines which connect existing historic 
architecture to new development; and 
The development of the area as the primary location of community-wide activities, special 
events, and ce~ebration.'~ 

TPAP characterized existing development patterns and predominant land uses within each 
quadrant, and specified development strategies for each. The characterizations and specific 
development strategy recommendations for each quadram included the following: 

Northeast Ouadrant: At the time of the market study and area planning process, this quadrant was 
the least developed and contained a mix of disconnected uses and vacant parcels, including St. 
Peter's Church and the Waterbury Retirement Center. The development &rategy and land use 
plan for the area included concentration of clustered commercial development at the intersection 
of Roselle and Schaumburg roads; landscape buffering for existing uses not consistent with the 
planning and development strategies containedwithin the plan; expansion of the St. Peter's site to 
make it the focal point within the quadrant; strcetscaping that creates a more ordered physical 
environment and enhances pedestrian circulation and access; construction of new multi-family 
development on available vacant sites and targeted commercial sites not consistent with the plan 
and development ~ t r a t e g y . ~  

Southeast Quadrant: The southeast quadrant was characterized by a mix of commercial and 
isolated residential zones, interspersed with under-utilized andlor vacant parcels. This area has 
been the traditional location of "period vernacular" architectural examples. Several of these 
period structures had been retrofitted to accommodate new commercial uses, and new in-fill 
construction was designed to connect the new construction with existing historic structures 
through architectural features. The development strategy and land use plan incorporated 

77 Ibid.. p. 12. 
'%id.. pp. 17-19. 
'%id,, pp. 23-24. 
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continued cluster development of the area with small-scale, pedestrian-oriented shopping and 
businesses, including restaurants and personal services; phase out of existing single family uses 
with the reuse of architecturally significant homes as small scale commercial; improving the 
interrelationship between existin uses and enhancing area circulation; and consolidation of 
accessible surface parking areas. 'i7 

Southwest Ouadrant: The southwest area of the planning study contains the largest single retail 
development within the entire Olde Schaumburg Center area-Town Square Shopping Center. 
The area also had a number of attached and detached single family developments with a high 
concentration of elderly residents. Adjacent to the Town Square Shopping Center lay a 12 acre 
vacant parcel. The specific strategies for this area indicate that it should become the focal point 
for the surrounding residential areas; development of a new 150,000-square-foot commercial 
center which services the needs of surrounding residential districts; consolidation of surface 
parking areas; landscape buffering between uses; and reorientation of available open space to a 
"village green or square" concept." 

Northwest Ouadrant: This area contains a mix of low density land uses, with commercial 
development clustered at the Roselle and Schaumburg roads intersection. At the time of the 
planning study, Schoolhouse Square Shopping Center was the newest retail facility in the area, 
built using design guidelines that encourage pedestrian circulation and physical scaling. The 
northwest quadrant is also characterized by a number of large lot single family homes and a 
sizable retirement community, Friendship Village. At the time of the plan, the Village of 
Schaumburg was planning to enhance a wetlands area within the quadrant with a public park. 
Other ideas and strategies for the area included phasing out single-family uses along Schaumburg 
and Roselle Roads and converting of land to clustertd commercial uses; facade improvements and 
enhancements that address non-confoning architectural types according to the Olde Schaumburg 
Center design guidelines; integration of the Village of Schaumburg Public Library and a new 
public park with the rest of the area; and the development of new highdensity h~using. '~ 

TPAP outlined a number of financing mechanisms available to implement the desired objectives 
stated within the planning and development strategies documenr. including TIF. TIF was a 
particularly attractive financing tool because the scheduled funding would be directed toward 
specified objectives for a highly specific area. Furthermore. Schaumburg was. and is, one of the 
northwest suburbs' fastest-growing communities. This growth has been driven by a continuing 
inilux of upper-middle income families. Thus, Schaumburg's tax base was quite healthy and 
growing. TIF would be fairly easy to justify to overlying taxing bodies. particularly schools, given 
these strong fiscal trends. Any potentially lost income resulting from a TIF district would be 
readily made up by steady tax base growth in the remainder of the community. Furthermore, 
Schaumburg would achieve its long desired goal of creating an identifiable "community center" 
where additional tax base growth could be expected. 

'%id.. pp. 24-25. 
"lbid.. pp. 25-26. 
"mid.. pp. 26-27. 
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TPAP was contracted to follow up on its planning and market study and development strategies 
document with the TIF Eligibility Study and Redevelopment Project and Plan document. 

According to the Eligibility Report, seven of the 14 eligibility factors for a "conservation area" 
were documented within the proposed area: 

Age; 
Obsolescence; 
Deterioration; 
Excessive vacancies; 
Inadequate utilities;. 
Deleterious land use or layout; 
Depreciation of physical maintenance; and 
Lack of community planning." 

Each of the eligibility factors was documented as being present to a major extent throughout the 
area. Of the 68 buildings within the proposed Olde Schaumburg Center TIF district, 38 (56%) 
were 35 years of age or older. Obsolescence was typically embodied in outdated platting, which 
made site assembly difficult, and in turn-of-the century structures that had been retrofitted to 
accommodate various commercial uses. TPAP's survey showed that 12 of the 68 buildings 
(18%) Surveyed were functionally and economically obsolete." This survey also revealed that of 
the 68 buildings within the proposed district, 23 buildings (34%) suffered from some level of 
physical dilapidation. However, 21 of these structures were categorized as suffering from only 
minor deficiencies." 

Likewise, deterioration and depreciation of physical maintenance were evident in 23 of the 68 
buildings surveyed (34%). Deterioration was evident to the greatest extent on the block bounded 
by Roselle Road on the west and Illinois Avenue to the north. According to the report, eight of 
the 18 buildings on this block (44.4%) showed some level of deterioration. However, none of the 
buildings had deteriorated beyond a rating of "minor deficiency." Only block 201, bounded by 
Roselle Road to the west and Schaumburg Road to the south, showed any physical deterioration 
greater than "minor." This block had one building categorized as suffering from "major 
deficiencies" and one building categorized as "substandard." Additionally, several surface parking 
areas and streets were recorded as de te r i~ ra ted .~  

The excessive vacancies recorded in the study area referred primarily to vacant and underutilized 
land. Approximately 222 acres of land were recorded as vacant or underutilized when TPAP 
conducted the study. Most vacant land was situated in the northeast and southwest quadrants. In 

"Olde Schaumburg Center: Tax Incremenf Financing Eligibility Report, Trkla, Pettigrcw. Allen & Payne, 
(September, 1988). p. 2. 
%id., p. 16. 
"bid.. p. 15. 
%id., pp. 19-20, 30. 
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addition, 10 buildings were found to have vacant space within them, but apparently, no building 
was totally vacant or abandoned." 

Among the other cited eligibility factors present to a major extent. TPAP reported that certain 
parcels within the study area did not have the benefit of utility extensions; however, lack of public 
utilities was isolated in the undeveloped vacant parcels. Two closely related eligibility factors 
were deleterious land use or layout and lack of community planning. deleterious land use or 
property layout is an attributable consequence of unguided and unplanned development. The area 
exhibited irregular parceling of propeny and incompatible land uses existing ~ide-b~-side.~'  

Instead of citing lack of private investment within a proposed TIF district as a justification for the 
creation of the district (as was done in the other TIF case studies), TPAF noted that the pattern of 
private investment was not contributing to the sound growth of the proposed Redevelopment 
Project ~ r e a . "  Interestingly, Illinois' TIF law was amended after the Olde Schaumburg Center 
TIF's creation to require a finding--among others--that the proposed redevelopment project area 
had not been subject to growth and development through investment by private enterprise.* 

The Olde Schaumburg Center Marketing Feasibility and Planning Study sewed as the basis for the 
Redevelopment Project and Plan document prepared by TPAF. The project was scheduled to be 
completed in two phases with the following cost breakdowns: 

Figure 1-19 

OLDE SCFUUMBURG CENTER BUDGET: 
PHASE I and PHASE Il 

Of the $7.27 million in TIF bonds scheduled for the TIF eligible activities in the Olde 
Schaumburg Center area, 29% was earmarked for demolition and propeny acquisition activities. 
In fact, much of this hnding was used to acquire the Town Square Shopping Center, which was 

"bid., p. 23. 
%id., pp. 27-26. 32. 
%id.. p. 33. 
%5 ILCS 511 1-74.4-3 (n)(B) as amended March 14. 1994. 
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falling into disrepair due to owner neglect." Of the remaining bonds issued for the TIF district, 
52% were to go directly toward redevelopment and area-wide physical improvements. Finally, 
19% of the remaining &nds were scheduled for professional, administrative, and bond fees. 
By 1990, projected EAV within the Olde Schaumburg Center TIF district was estimated to be 
between $1 1.2 million and $13.69 million. These 1990 EAV projections depended upon the 
completed development of all Sub-Area 1 projects (the southeast quadrant). The estimated 
composite area EAV for 1993 was estimated to be between $1 7.34 million and $21.2 million. 
These figures were based on several assumptions: that redevelopment of the project area in a 
"timely manner"; that market values will increase following completion of each redevelopment 
project; that the state 1987 equalizer of 1.8916 will remain unchanged; and that existing area tax 
rates will be unchanged from 1987 levels of 8.512%.'~ 

Public Comment and In~ergovernmenral Review 

Conversations with Village officials and representatives from the Library District indicated that 
both public support of and disagreement with the T F  district plans were negligible. 
Representatives from the Library District, which is opening a new, modem facility within the TIF 
district without the assistance of TIF funds, indicated that the Joint Renew Board is relatively 
inactive. The inactivity, according to both Library District officials and Village officials, may be 
attributed to the rapid growth which has generated additional tax revenues for overlying taxing 
bodies. The loss in tax revenue from propeny located within the TIF district is negligible in a 
situation where revenues are easily made up from rapid increases in property values in the balance 
of the community.91 

The Olde Schaumburg Center TIF district has not been subject to amendment and, according to 
Village officials, likely will not be amended. There is a general attitude of caution toward TIF in 
Schaumburg. The attitude of Village officials interviewed for this report seems to indicate that 
while T F  is a convenient financing tool to achieve community development objectives. it is a tool 
that should only be used with carefUlly planned and well-defined objectives. The caution 
expressed by Village officials may also derive from the fact that Schaumburg is not a community 
suffering from blight andlor abandonment. The Village is still in a growth phase and has many 
acres of land left for large tract and commercial developn.ant within its corporate boundaries. 

Recently, the Village of Schaumburg entered into a redevelopment agreement with Trident 
Developments, lnc. and Dodi Schaumburg L.L.C. Under the specific terms of the agreement, 

9 ' ~ n l e ~ e m  conduc(cd wilh Village officials and Library District officials on December 10, 19%, and December - 

23. 19%. l t p 3 ~ l y .  
=Olde Sehoumburp Center Tax Increment Redevelopment Project and Plan. Trkla. Pettigmv. Allen & Payne. 
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Trident and Dodi are improving the m a  around the existing Town Square Shopping Center with 
an integrated commercial shopping facility. Specific aspects of the plan include: 

Demolition and removal of certain existing structures; 
The division of the Town Square parcel into 10 development sites; 
improvements on these I0 new parcels with a grocery store (not less than 64,000 square feet 
in size), office and retail facilities (not less than a combined 32,850 square feet in gross 
leasable area), and restaurants (one of which occupies no less than 5,500 square feet in gross 
leasable area); 
Installation of a water feature adjacent to a proposed Village amphitheater; and 

* A gateway park between the proposed amphitheater and the future site of the new 
Schaumburg Public Library facility.M 

According to the terms of the agreement, the developers will be responsible for all area 
improvements, including roadways, landscaping, utility extensions, streetscape enhancements, and 
development and construction projects. Each of these area-wide improvements are subject to 
plan review for conformance with the Olde Schaumburg Redevelopment Project and ~ l a n . ~ '  

This significant redevelopment agreement is the first to have arisen from the Olde Schaumburg 
Center TIF district. However, previous area-Gide site improvements have been made by the 
Village to support fbture development objectives. According to Village officials, $6 million in 
TIF bonds have been issued to date for scheduled area-wide improvements." 

The Schaumburg Public Library will also be relocating in a new, larger facility within the TIF 
district on a parcel that the Library District has purchased from the Village for $3 million. The 
Library District will not be receiving any TIF knds for their pr~ject .~ '  

Interviews with Village officials suggested that redevelopment within the project area had been 
delayed because of protracted negotiations and legal proceedings with the former owners of the 
Town Square Shopping Center, which is within the Sub-Area 1 project sector (southeast 
quadrant). Based on the phasing of redevelopment activity, the Town Square property was 
considered a central parcel in the Village's redevelopment program, and the delayed start in 
redevelopment on this parcel delayed the implementation of redevelopment activity for the entire 
TI% district. 

Financial information on the EAV performance within the TIF district since its inception is 
presented the figures below. 

"Village of Schaumburg Redevelopment Agreement. stamp number 95759595, &led Novcmkr 2. 1995. p. I 
9'lbid.~pp: 4-6. 
%Interview with Village ofiicial(s) conducled on December 10. 1996. 
9'~n~erview with Library Dinrict oficial(s) Conducted on December 23. 1996. 
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EAV GROWTH OLDE SCHAUMBURG 
CENTER: 1989-1995 

Figure 4-21 

COMPOSITE EAV TRENDS: 
1989-1995 

c.:~~ptY:?iy?N+M VE.i'Dirtrict~rCWmunitv-Wide.::, .. .: c o m p d i o n r ~ ~ ~ ~ , ~ ~ ~ ~ j 4 i i ~ ; ~ - j ~ ~ ~ ~ ~ : i ~ ; ~ L " : ~ ~  jlj<;riii~l::;ai.i':ai.i'.ai.i',,..;. 2. . ,,.,,i:: . . :  .... : .. . 
. . . .  ......,. ., . . . . , . . .  ... .. ,. .. . 

lnlial Base EAV $10.754.500 
1995 Base EAV $10,754,500 
TIF % Change: 1995 Over Base 267.0% 
% Increase in Communily EAV from Base Year to 1995 35.3% 
Compound Annual Growth Rate in TIF District EAV 24.2% 
Compound Annual Growth Rate in Community EAV 5.2% 

The Village of Schaumburg does not track EAV trends within the Olde Schaumburg Center TIF 
district, for two reasons: the Village has not tracked EAV growth or decline because of the lack - - 
of any appreciable development activity in the district until recently; and the Village of 
Schaumburg is not generally concerned with property values because the Village neither collects 
nor uses such revenue 

Interviews with Village officials did indicate that prior to demolition activity in the area, tax 
revenue generated from all area properties amounted to approximately $650,000 in property taxes 
per year. Since demolition activity has commenced, tax receipts generated from the area have 
declined to about $550,000.~~ A g a i ~  Schaumburg does not rely on property tax revenue for 
Village budgetary income. Instead, Schaumburg relies upon sales tax revenue from a local 8.25% 
sales tax levy, and upon the Village's Home Rule share of one-half of one percent from the State 
sales tax, to support Village administrative and operation functions." 

9slnterview with Village official(s) conducted on Januap 14. 1997 
'%id. 
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The EAV data collected from the Cook County Assessor's Ofice does demonstrate that propeny 
values within the TIF district have grown steadily and strongly over the life of the district. What 
is interesting about this strong EAV growth is that, through 1995, demolition activity rather than 
new development had been the primary activity in the area. The growth in EAV within the TIF 
district was assisted by the increase in the State Equalization Factor, which rose from 1.9133 in 
1989 (when the TIF district was created) to 2.1243 in 1995. However, the total growth in EAV 
was still substantially greater than any increase attributed to the change in the Equalization Factor 
over the life of the TIF district. As new development occurs within the Olde Schaumburg Center 
TIF district, EAV probably will grow at even a faster pace than exhibited to date. This growth 
will occur through a combination of the stimulating effects of new development upon area 
property rates coupled with the traditionally strong growth in property values attributed to 
Schaumburg's favorable economic environment. 

Schaumburg levies a minimal property tax, which in 1993 was 0.00017%. Accordingly, through 
1993, the average contribution by the Village of Schaumburg from collected property tax revenue 
to the redevelopment costs of the Olde Schaumburg Center TIF district was 0.0019%.'~ 

Economic Developmenr Results 

Evaluations of the performance of the Olde Schaumburg Center TIF district are premature. The 
first redevelopment agreement was only recently signed between the Village and Trident 
Developments and Dodi L.L.C. This agreement followed several years of protracted negotiation 
and legal maneuvering by the W a g e  to secure the Town Square site. Further, the Village has not 
provided any financial inforination on EAV performance within the TIF district. It is quite likely 
that the TIF district is not appreciating in value because of the stated development delays, but 
hrther information is needed to support this preliminary assertion. 

In spite of these delays. Schaumburg is likely to enjoy significant results with its TIF district 
Several factors seem to support this position: 

The Village is still growing and gaining in affluence; 
The Village's tax base is solid and growing; 
Several acres of available land remain to be developed in the community-both within and 
outside of the TIF district; 
The Village is not interested in establishing competing TIF districts within its corporate 
boundaries; and 
The Village is inclined to let development occur via a coordinated and phased-in process. 

The Village's cautious and planned approach, as well as a strong market position, along with the 
neo-traditional design standards, distinguish the Olde Schaumburg area from the remainder of the 
community and surrounding northwest suburban communities. Each of these factors would seem 

loa~ata Source: Professor Richard Dye. Data on applicable lasing districts levies was only available through 1993. 

130 
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to establish Olde Schaumburg as a unique development opportunity in accord with prevailing 
urban design and planning concepts known as "neo-traditional" or "new town" development, the 
gods of which are to create identifiable, pedestrian-scaled development. Neo-traditional planning 
and development has become a popular mechanism in suburban communities to create "town 
squares" within which citizens may socialize, shop, and enjoy various recreational and civic 
activities. 

COMPARATIVE ANALYSIS 

The following section presents a comparative analysis of the findings of the suburban Cook 
County case studies. Specifically, it looks at the following: 

Why Was TIF Selected? 
Planning Context; 
TIF District Funding and Revenues; 
Public Comment; 
Intergovernmental Review; 
TIF Amendments; 
EAV Trends; and 
Economic Development Results; and 
Limitations of Data for Evaluation 

Why Was TIF Selected? 

The selection of TIF as the most appropriate device to achieve community redevelopment 
objectives was either project- or problem-driven within the five communities studied. 
The project-driven TIF districts were specifically implemented to accommodate a particular 
private development proposal. In these cases, the developers were prepared to make investments 
in particular areas, provided that the communities could offer inducements to defray certain costs, 
usually infrastructure improvements. 

Problem-driven TIF districts are community initiated. Particular areas were identified by the 
communities as "problem areas." Problem areas were usually identified by factors such as 
structural deterioration and area vacancies. These problem-driven TIF districts were established 
in an effort to encourage private market investment. where the benefit of such investment has not 
occurred for a long period of time The impetus to create these TIF districts is the belief that area 
public improvements and property investment programs will encourage additional private 
investment. 

According to interviews with municipal officials, TIF was one in a very limited array of state 
economic development programs available for communities. Furthermore, the demographics of 
the communities surveyed precluded them from participating in many of the available federal 
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economic development programs. Among the specific reasons given by the communities for their 
selection of T F  were: 

Benuyn: Flexibility of TIF to support area-wide infrastructure improvements and create a 
financing mechanism for area business facade improvements. 

Frankin Park: The TIF district was established at developer's request to finance infrastructure 
improvements, specifically site water drainage problems. 

Homewood: 
TIF provided a low fiscal impact method to finance area-wide infrastructure problems 
TIF provided the ability to capture excess revenue to complement TIF financed improvements 
without incurring additional debt. 

Matteson: 
The TIF district was established at the developer's request to finance infrastructure 
improvements 
The Industrial Park Conservation Area section of the law was well suited to facilitate the 
redevelopment objectives of the Village regarding the area. 
TIF Provided incentives for the developer to invest in Matteson, as opposed to a lower tax 
collar county location. 

Schaumburg: TIF was a low fiscal impact strategy to facilitate the redevelopment of Olde 
Schaumburg Town Center 

Planning Context 

With the exception of Schaumburg, TIF districts were implemented without a broader community 
planning context. Schaumburg conducted an extensive market and planning study process prior 
to implementing TIF. However, in the other communities. TIF was targeted to specific problem 
sites or in response to developer projects. A partial explanation for the apparent lack of broader 
community planning efforts in some of the survey communities may involve local community 
capacity issues, such as small or nonexistent planning departments. 

TIF was used to address specific site development problems, rather than as a tool to achieve 
broad economic development objectives. With the exception of tax abatement programs, none of 
the communities surveyed had a comprehensive and integrated economic development program or 
policy positio~~ in place to complement the use of TIF. Two communities identified TIF as an 
implementation tool as part of their broader plans. 

TIF District Funding and Revenues 

TIF district income was used to finance both private redevelopment costs and public 
improvements that would facilitate the private redevelopment efforts. Information was available 



COOK COUNTY CASE STUDIES ASSESSING TAX INCREMENT FINANCING 

about the use of TIF district income from two of the five communities surveyed. These allocation 
patterns revealed the following: 

Homewoad 
Started line item budgeting and cost tracking in FY94; previously, the Village kept 
expenditures aggregated in general "public improvement expenditure" cost centers. 
Between FY94 and FY96, the Village spent $473,870 in private side improvements 
through the Village's facade improvement program. 
Between FY94 and FY96, the Village spent $760,807 in public improvements This 
included expenditures for TIF district administration, infrastructure, streetscaping and a 
revision to the TIF district development plan. We could not ascertain to what extent the 
public improvements extend onto private property. 

Matteson 
Between FY88 and FY96, the Village spent $1,455,885 in private improvements for the 
renovation of existing structures; these costs were reimbursed by the developer. 
Between FY88 and FY96, the Village spent an additional $297.293 for private 
preparation costs. 
Between FY88 and FY96, the Village spent $1,740,103 for public improvements. This 
included expenditures for TIF district administration, infrastructure, streetscaping, design 
costs, street signalization and public lighting. We could not ascertain to what extent the 
public improvements extend onto private property. 

The communities have financed their projects with bond issues payable with TIF District 
generated income. Where the bond issues were General Obligation Bonds, the f i l l  faith and credit 
of the municipality was used as security for the bonds. The nature of the bond issues was available 
from four of the five communities: 

Franklin Park: Issued $700,000 in General Obligation Bonds, Series 1989, for both public-side 
and private-side redevelopment project costs. 

Homouood Issued $1,000,000 in General Obligation Bonds, Series 1983, for both public-side 
and private-side redevelopment project costs. 

~ar~e ion:  
Issued $4,000,000 in TIF Revenue Bonds for both public-side and private-side 
redevelopment project costs. 
Issued $5,000,000 in General Obligation Bonds, Series 1997-4 for both public-side and 
private-side redevelopment project costs. 

Schaumburg: Issued $28,700,000 in General Obligation Bonds, Series 1995, for both public-side 
and private-side redevelopment project costs. 

State statute requires that "surplus revenues," that is, revenues collected in excess of the amount 
committed or budgeted in a given year, be distributed to all affected taxing bodies on a pro-rata 
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basis. AJI of the communities have a policy of complying with that requirement. The 
communities surveyed that enjoyed surplus revenues reinvested these funds back into the TIF 
district. Matteson restructured its development incentive package using surplus revenues to 
reimburse the developer for investments in public infrastructure improvements. Homewood has 
used surplus revenue to finance its facade improvement program in its Central Business District 
TIF district. 

Public Comment 

There was little citizen involvement and comment in the cases studied. A review of public 
meeting records revealed that in each community, citizens were present and participated by asking 
questions regarding the TIF district. The questions typically involved concerns about what impact 
the TIF district would have on property taxes. Only occasionally was any concern expressed 
regarding diversion of revenue from overlying governments such as school districts. 

Intergovernmental Review 

Among the five communities surveyed, only Homewood and Matteson, had an appreciable level 
of intergovernmental review. All of the communities had some citizen participation at mandatory 
public meeting held prior to the TIF district adoption. 

At least 47 units of government - including at least 13 school districts-overlie the TIF districts in 
the five communities studied. Of these 47 units of government, only seven indicated any 
appreciable level of monitoring of the TIF districts in their communities. Of these seven taxing 
districts, five were located in Homewood and two were located in Matteson, and only one (the 
Homewood-Flossmoor Park District) was not a school district. 

Officials interviewed for this study indicated that there was little or no participation by any 
overlying taxing bodies. Involvement in the TIF district monitoring and review process comes at 
the initiative of the concerned overlying entity. 

TIF Amendments 

The TIF district documents, including Eligibility Reports, Redevelopment Project and Plan 
Re~orts  and Develooment Agreements are legal documents. These documents specifically 
indkte  the size andlocationof the p r o p o s e ~ ~ l ~  District, community goals and-objectiv&, 
implementation plans, and how the municipality plans to use TIF district income to complete these 
goals and objectives. Changes in any of these documents must occur through a formal 
amendment process. 

Typically, communities amend their original TIF district documents to enhance the objectives 
originally sought, or where factors present in adjacent areas may minimize the success of 
redevelopment activity in the original TIF district. 
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Of the five communities surveyed, three amended their original TIP districts - Be-, 
Homewood and Matteson. Berwyn and Homewood's TIF districts were subject to both size 
increases and budget increases, but the redevelopment objectives remained the same as those 
found within the original TIF district documents. Matteson's TIF district was not subject to an 
increase in area size, but was subjected to both budgetary increases and scope of activity 
amendments. 

The Berwyn and Homewood TIF districts added areas that nearly doubled the area of the original 
TIF districts as well as their budgets. Matteson's amendments formalized the development 
already occurring within the district and stabilized available income for supporting infrastnrcture 
enhancements. 

EAV Trends 

Figures 4-22 and 4-23 below provides an analysis of EAV trends within the five communities. In 
each case, the performance of the TIF district-in terms of EAV growth on both an aggregate 
and compound annual rate basis-utpaced EAV growth for the community as a whole. 

Figure 4-22 

AGGREGATE EAV GROWTH RATES 

lease Year to 1995 in I 1 1 I - -  - 1 

Figure 4-13 

TIF Didrid 
% hcrease in 
Community-Wide EAV 
from Base Year to 1995 

COMPOUND ANNUAL EAV GROWTH RATES 

irtrict EAV I I I I I 
ompound Annual 6.5% (6.41 15.6% p.O% 6.2Oh 

45.4% 

mwlh Rate in 
ommunkv-Wide 1 1 1  I I I 

As the figures show, performance within each community varied. Berwyn, which has experienced 
both demographic and economic decline, showed the weakest growth. EAV growth in The 

28.3% 102.3% 41.8% 35.3% 
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Berwyn Theater Redevelopment Area outperformed EAV growth for Benvyn as a.whole, but just 
barely. In Berwyn, the data would suggest that either the area would have declined in value, or 
the TIF district was ineffective. In the other four communities the differences in growth would 
appear to be significant and the result of the use of TIF. 

Homewood's aggregate EAV increase of 1.329% far exceeds each of the other communities' 
s i i l a r  data. A partial explanation for this is that the Homewood CBD TIF district has been in 
place for a significantly longer period of time than the other 4 communities. - 
EAV growth in the Olde Schaumburg Center TIF district is particularly noteworthy according to 
both measures because the district has actually had more demolition activity occur than private 
market redevelopment. Only within the last two years has any appreciable private market 
redevelopment occurred. The TIF district's strong aggregate and compound EAV increases are 
most likely attributable to the strong increase in property values in Schaumburg in general, an 
indication of the municipality's very strong regional market position. 

The Economic Development Results of TIF 

The use of TIF in each of these communities has primarily been to achieve cenain area-wide 
results. Some of these desired results were very specific, such as the Park Place Parking Systems 
remote parking lot development in Franklin Park. However, most TIF districts were created to 
facilitate multiple-use redevelopment activities in large and geographically prominent areas of the 
surveyed communities. TIF financed public improvements are a typical example of these arca- 
wide improvements. Indirect incentives such as water drainage improvements were allocated to 
the Park Place Parking Systems group for its project in Franklin Park. TIF funds also allow for 
developer gap financing and development reimbursement cost, which help make certain Cook 
County locations attractive to developers. Direct developer incentives were employed in 
Matteson through reimbursement and gap financing arrangements. 

In terms of its actual physical redevelopment, each community had experienced new investment 
within its TIF district. Common to the communities surveyed were public expenditures that 
enhanced, improved or replaced infrastructure. Typical activities included street repaving, 
landscaping, new area public lighting, consolidation of parking areas, utility improvements and 
water and sewage improvements. In tenns of private market investment. the results have been 
mixed': 

B e y t t :  Benvyn's Theater Redevelopment TIF district has led to the development of four new 
buildings. One of these buildings replaced the Benvyn Theater which was severely damaged in a 
fire. 

Franklin Park: The Waveland-Mannheim TIF district was implemented to facilitate a 500 space 
surface and structure remote parking operation for O'Hare Airport. The development is complete 
and the facility is servicing O'Hare travelers. 
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Homewood: Homewood's CBD TIF district has resulted in the development of a new office 
building and the rehabilitation of two other buildings. In addition to this, the community has 
consolidated several surface parking areas to service area businesses. 

Motteson: Matteson's industrial TIF district has resulted in the development andfor 
redevelopment of several buildings within the district. Three retailers and several service 
businesses have located within the TIF district. Also, several light industrial and warehouse 
operations have located within the area. The net result has been the creation of 1400 service and 
manufacturing positions. 

Schuumburg: The Olde Schaumburg CBD TIF district has experienced more demolition activity 
than new private development. However, the Village has contracted with a private developer to 
begin construction in the southeast quadrant on a large mixed-use office and retail development. 
At the same time, the Library District is constructing a new regional library, and the Village is in 
the process of developing community recreation and passive space within the district. 

Limitations of Data for Evaluation 

The way in which communities kept and presented TIF district data records varied. This variance 
in reporting standards made it difficult to conduct a consistent evaluation of the TIF districts 
surveyed. Particularly problematic were the accessibility and quantity of financial information and 
data on employment retention and growth within the TIF districts. When existent, the data was 
often incomplete. Another factor contributing to the incompleteness and inconsistencies of data 
available was the turnover in some communities of staff personnel who were closely familiar with 
the TIF District. These factors combined to make it difficult to conduct a thorough evaluation of 
the effects of TIF. 
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THE CIVIC FEDERATION 

The Civic Federation is a nonpartisan government and fiscal watchdog and research organization 
founded in 1894. The Federation provides three primary services. First, it promotes efficiency 
and economy in the organization and management of public business. Second, it guards against 
excessive taxation and wastefbl expenditure of public funds. Finally, the organization serves as a 
technical resource providing nonpartisan information regarding revenues and expenditures. 

THE METROPOLITAN PLANNING COUNCIL 

The Metropolitan Planning Council is an independent, nonprofit group of business, civic, and 
planning leaders working in the public interest to achieve policy that enhances the vitality and 
livability of the Chicago metropolitan region. Established in 1934, MPC mobilizes leadership to 
devise regional solutions to the issues of housing, transportation, land use, and urban 
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THE INSTITUTE OF GOVERNMENT AND PUBLIC AFFAIRS AT THE 
UNIVERSITY OF ILLINOIS 

The Institute of Government and Public Affairs is an all-university unit of the University of Illinois 
with offices on the Chicago, Springfield, and Champaign-Urbana campuses. IGPA has a dual 
mission: to perform and disseminate research on public policy issues and the public decision- 
making process. and to facilitate the application of such research to the issues and problems 
confronting decision-makers and others who address public issues. 
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revenue sources, and the impact of stadiums and professional sports on local development. 

Professor Dye is a past chair of the department of economics and business at Lake Forest College 
and a past president of the Illinois Economic Association 

KRISTA GRIMM 
Consultant to the Metropolitan Planning Council 

Krista Grimm is an economic development specialist whose most recent projects have included 
working on the Village of Northbrook's Strategic Economic Development Plan and pro forma 
analysis and financial projections for the City of Milwaukee's historic King Drive Tax Increment 
District. 

Prior to working as an independent consultant, Ms. Grimm coordinated downtown redevelopment 
efforts for the Village of Oak Park and served as Assistant Vice President at the investment 
banking finn of Kane McKema and Associates, where she participated in the establishment and/or 
implementation of over 20 Tax Increment Financing Projects in 6 states. 

Ms. Grimm is a graduate of Northwestern University (B.A. in Urban Studies and Political 
Science) and the University of Illinois at Chicago (M.A. in Urban Planning and Policy). 



DAVID SILVERMAN 
S. B. Friedmrrn & Company 

David Silverman has been an associate with S.B. Friedman & Company for a year and a half. 
Prior to his involvement with the company, David worked with neighborhood development 
corporations throughout Detroit, and with the City of Detroit Planning and Development 
Department. He was also a writer and meeting facilitator for the City of Detroit's Empowerment 
Zone planning and application process. Since his involvement with S.B. Friedman & Company, 
David has worked on several Tax Increment Financing (TIF) projects, including the DeKoven TIF 
in Racine, Wisconsin, the Bryn MawrBroadway TIF in the Edgewater community of Chicago, 
and the Homan Square TIF in the North Lawndale community of Chicago. 

David is a member of the American Planning Association and its Law and Planning Division. He 
received his B.A. from Indiana University-Bloomington in political science and history ad his 
Master of Urban Planning degree from Wayne State University. 

ROLAND CALIA 
The Civic Federation 

Roland Calia is the Director of Research for The Civic Federation. His primary areas of research 
are property taxes and local government finance. He also coordinates the Federation's legislative 
activities and analyzes the finances of Cook County. Prior to joining The Civic Federation, Dr. 
Calia was Issues Director for the Democratic Party of Illinois and a research associate for Bennett 
& Kahnweiler (a corporate real estate firm). He received a Ph.D. in Political Science from the 
University of Chicago, a master's degree in Government from the Claremont Graduate School 
and a bachelor's degree in Political Science & History from the University of Redlands. 
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