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What is a TIF?

TIF is an acronym for tax increment financing.  It is somewhat 
of a misnomer as no financing may be involved so tax 
increment incentive is a more accurate term.  In Tennessee, 
the tax increment generally refers to property taxes.
Incremental property tax growth from a specific area is 
allocated to an IDB or housing authority to provide an 
incentive.
In the case of an IDB, incremental taxes allocated to the IDB 
can be used to make direct grants to a private party to 
reimburse eligible costs or to pay debt service on debt 
incurred by IDB to finance such costs.  The proceeds of the 
debt are usually granted to a developer.
In the case of a housing authority, tax increment must be used 
to pay debt service on tax increment financing issued by 
housing authority to finance eligible costs.

How is a TIF different from Tax 
Abatement (“PILOT”)?

No acquisition of property with TIF.

Value of TIF often leveraged through a 
borrowing by IDB (hard to borrow against 
a PILOT payment).

TIF usually results in grant to developer.
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Bad for TIFs - The Tax Cuts and Jobs 
Act of 2017 ("TCJA")

Remember TIF usually results in a grant to developer.
Prior to TCJA, it was fairly easy to avoid taxation of 
grant as income.  Government contributions were not 
generally considered taxable income as capital 
contributions.
After TCJA, economic development grants generally 
result in taxable income to the developer, making TIFs 
less valuable to developer (unless grandfathered 
under older redevelopment or economic impact plan).
Grants of TIF proceeds for public infrastructure are 
probably still not taxable.
Value of tax abatement (i.e. PILOT) is still not taxable.

Why would a developer request a 
TIF instead of a PILOT?

Project may not be eligible for PILOT 
(such as residential condos).

Developer needs additional funds beyond 
construction loan to pay project costs up 
front.

Developer wants to get benefit of 
incremental property tax growth from 
adjoining properties.

Protecting Public Funds – Determining 
Whether a TIF is needed

Most TIFs are used to provide an incentive to a 
developer to undertake a specific project.
Most developers will claim that they will not 
undertake the project without the incentive – this is 
the “but for” test.
But how can a community know whether an 
incentive is really needed or is just extra profit to a 
developer?
Some Tennessee communities are seeking an 
independent “but for” analysis.
This analysis is different from determining whether 
the economic impact exceeds the incentive cost.
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Excerpt from Municap Report -
A Typical TIF Project

Excerpt from Municap Report –
The Bottom-Line Conclusion

Excerpt from Municap Report –
What is being calculated?
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Excerpt from Municap Report –
The Assumptions

Excerpt from Municap Report –
Return without Incentive

Excerpt from Municap Report-
Return with Incentive
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