
tax increment financing, or “tIF,” is the most important 
redevelopment and economic development tool available to counties 
in Indiana. tIF has always been the subject of much debate, 
discussion, controversy and misconception, from its first use in 
the 1980s for major projects such as the Subaru-Isuzu facility in 
tippecanoe County, the Gm plant in Allen County, to more recent 
projects such as the toyota facility in Gibson County and the Honda 
plant in Decatur County.

what Is tIF?
tIF revenues are the real property taxes (and in some cases 
depreciable personal property taxes) generated from new assessed 
value in an allocation area established in connection with the 
creation of an economic development area or a redevelopment 
area by the county’s redevelopment commission (“redevelopment 
Commission”). New development, investment and job creation 
or retention are the typical reasons for which a redevelopment 
Commission establishes an economic development area/allocation 
area, while rehabilitating deteriorating buildings, abandoned 
properties and failing infrastructure are the typical reasons for 
establishing of a redevelopment area/allocation area. In either case, 
the redevelopment Commission must find that redevelopment or 
economic development of an area cannot be corrected by regulatory 
processes or by the ordinary operations of private enterprise; in 
other words, without the use of tIF, the economic development 
or redevelopment will not occur at the time and in the manner the 
community wants.   

what may tIF BE usEd For?
tIF cannot be used to pay operating expenses of the redevelopment 
Commission. Other than that limitation, tIF can be used for a variety 
of capital expenditures required to promote economic development 
and redevelopment in serving or benefitting an economic 
development area or redevelopment area. tIF can be used to pay 
debt service on bonds issued by the redevelopment Commission 
or rental payments on leases executed by the redevelopment 
Commission to finance the development or redevelopment of the 
area. tIF bond proceeds can be used to pay expenses that the 
redevelopment Commission incurs in undertaking the development 
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or redevelopment including:

• property acquisition, including rights-of-way; of all land, rights-of-
way, and other property to be acquired and redeveloped;

• fees for various services, including professional fees for architects, 
engineers,  attorneys, financial advisors, accountants,  and 
advertising; and 

• utility relocation expenses.

tIF can also be used to pay debt service on bonds issued by the 
county or rental payments on leases entered into by the county to 
finance public improvements located in or physically connected to 
the area and to reimburse the county for expenditures the county 
made for public improvements located in or physically connected to 
the area. the redevelopment Commission can also use tIF to make 
payments under a contract to provide educational programs, worker 
training and retraining programs.

Common mIsConCEptIons aBout tIF
misconception: tIf reduces the operating revenues of the 
schools and other taxing units. 
tIF does not reduce the operating revenues of other taxing units. 
property taxes levied on the assessed value of the area before the 
establishment of the area (the “base assessed value”) continue to 
be collected by the taxing units that levied those property taxes – 
cities and towns, the school corporation, the township, the county, 

etc. tIF is generated by multiplying the aggregate of all the tax rates 
levied on property in the area on the new assessed value.  

It is not unusual for a county to “hold back” a certain amount of new 
assessed value, that is not captured as tIF, to benefit the taxpayers 
of all the civil taxing units with jurisdiction over the area, including 
schools and libraries.

misconception: tIf and tax abatement are the same thing. 
tIF and tax abatement are similar in that increases in assessed value 
in the county are not immediately added to the property tax base 
of the county or overlapping taxing units. they are very different in 
actual operation. tax abatement “phases in” the new assessed value 
of property over a period of years. A taxpayer benefiting from tax 
abatement has very little property tax liability in the early years of an 
abatement. As the assessed value is gradually added to the tax rolls, 
the taxpayer’s property tax liability is also gradually increased. Unlike 
tax abatement, tIF requires taxpayers in an allocation area to pay 
all the property taxes on the entire assessed value of their property 
each year, including the base assessed value, which generates 
property taxes for overlapping taxing units.    

Ice Miller LLP serves as counsel to the Association of Indiana 
Counties. For more information on TIF and economic development, 
please contact Buddy Downs at (317) 236-2339, Thomas.downs@
icemiller.com or Heather James at (317) 236-2199, heather.james@
icemiller.com.
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