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INTROdUcTION
The combination of the slowdown in de-

velopment brought about by the construc-
tion downturn with the ‘‘popping of the 
real estate bubble’’ has created two compet-
ing challenges for tax increment financing 
(TIF). First, as happens in reaction to reces-
sions, competition for development projects 
becomes a serious reality for communities 
throughout Wisconsin and the nation. This 
is not uncommon for a public policy pro-
gram borne out of the recession of 1974. 
In the context of the current slowdown, as 
communities compete more keenly for the 
few promising projects on the horizon, their 
reliance on TIF becomes more acute. At the 
same time, prospects for appreciation in real 
estate prices (central to the repayment po-
tential) has been limited due to the “pop-
ping of the real estate bubble.” This places 
pressure on governing authorities (the Wis-
consin State Legislature and governor, in 
this instance) to create policies that allow for 
both situations. Specifically, lawmakers have 
an incentive to allow for broader use of the 
TIF as a tool to promote economic develop-
ment, but they also are forced to consider 
the possibility that at least some TIFs may 
be rendered ineffective in terms of generat-
ing an increment sufficient to pay down debt 
incurred in a timely fashion.

Tax increment finance (sometimes re-
ferred to as tax increment districts or TID in 
Wisconsin) has been a process of evolution. 
Our focus in this report is to chronicle the 
key changes in TIF policy. For a more gen-

eral discussion of the general history and use 
of tax increment finance in Wisconsin, see 
Kashian, Merriman, and Skidmore (2006). 
The first tax increment district (TID) laws 
were initially designed to promote develop-
ment in areas that were considered “blight-
ed.” Over time, it was discovered that the 
stated outcomes were not in line with the ad-
vocates’ (and opponents’) expectations, and 
gradual changes have been implemented. 
However, while new limitations regarding 
the conditions under which TID can be used 
have been introduced, so have expansions. As 
a result, the evolution of the TIF use is a se-
ries of “restrictions and expansions” that on 
net has evolved ultimately into a more liberal 
program. This report examines how Wiscon-
sin’s TIF laws have been modified since 1974 
in response to crisis and opportunity.

dEScRIPTION Of 
PROcEdURES

When created in 1974 (in response to a 
national recession), TIF design and imple-
mentation in Wisconsin was predicated on 
the ‘‘but for’’ condition. To justify the use 
of TIF, the municipal development author-
ity was legally required to demonstrate that 
the development would not occur but for the 
TIF district. However, the subjective nature 
of that clause creates potential for abuse. This 
new program was limited in scope in that no 
more than 5 percent of the municipality’s 
equalized value can be in the TIF. In this orig-
inal legislation, townships and counties were 



not allowed to develop TIDs. In addition, 
while municipal authorities were required to 
notify other affected taxing authorities, these 
other authorities had no say in the process. A 
number of other issues regarding the scope 
and use of TIF that remained vague were cor-
rected/clarified in subsequent legislation over 
the next few years. While the stated intention 
of the initial TIF legislation, as it was intro-
duced, was to provide an additional means of 
redeveloping areas that were primarily urban 
in character, the end result was development 
on the urban fringe.

Following the creation of the TIF process, 
minor and major changes have been enacted 
every few years for the past 45 years. As this 
report shows, the changes varied between 
those that limited use and those that ex-
panded use. In the long run, the net impact 
was an overall expansion of TIF use. In the 
early years, the initial changes were techni-
cal in nature and clarified operational issues. 
For example, in 1977 a minor change was 
made in which the “Tax Increment Base” was 
clarified to be equalized value as determined 
by Wisconsin’s Department of Revenue. As 
with this change, there was a law change that  
clarified how TIF would affect equalized val-
ue and state financial assistance to communi-
ties (equalized value was clarified to be based 
on the lower value, thus helping those com-
munities). In 1979, legislation was passed 
clarifying a list of infrastructure expenditures 
that would be considered a part of project 
costs within the TIF funding mechanism. A 
more significant change occurred in 1979, 
when the state allowed that amendments to 

the original TID five or more years after the 
district creation would require recalculation 
of the increment base (this was also clarified 
in 1983). This was legislation that limited 
the TIDs’ ability to expand since the inclu-
sion of new amendments would increase the 
TID base value to the more recent level.

In 1981, the legislature limited the inclu-
sion of project costs for the TID to only those 
costs that were directly related to the TID.  
For example, if a sewer extension benefited 
a non-TID neighborhood, that portion of 
the costs could not be funded through the 
tax increment created by the TID. This is an 
example of a tightening of TID regulations.  
In 1981, the legislature also clarified the con-
tinuous property requirements; any given 
tax increment district must be contiguous.  
The legislature allowed that a rail corridor 
or a highway could be included in the TID 
– however, rail or highway corridors must 
have the taxable real estate on one side or the 
other to be included in the TID. In a strong 
statement, the 1981 legislature banned the 
use of TID on inland lake protection and re-
habilitation programs.

There were additional ways the state lim-
ited of TID. First, it increased the percent-
age of TID land that must meet one of the 
three criteria for TID creation (blighted, in 
need of rehabilitation or conservation work, 
or suitable for industrial development) from 
25 to 50 percent. Second, it required that 
land suitable for industrial development be 
zoned industrially and remain so throughout 
the duration of the TID. Finally, it limited 



the amount of vacant land allowed in a TID, 
stipulating that no more than 25 percent of 
TID land may have stood vacant over the 
seven years prior to TID creation.

In an attempt to include the school boards, 
the vocational technical college boards and 
the county boards into the discussion of 
TID, in 1983 the legislature required that the 
Department of Revenue inform these bodies 
of the fiscal impact of TID on their short-
term tax revenue. Shortly after, this low level 
of participation and control was greatly ex-
panded. Later that same year, the legislature 
created the Joint Review Board that included 
one member from each of the school board, 
the county board, the VTAE board, the city 
council (or village board), and the public to 
approve or deny new TIDs. This inclusion 
of the other affected taxable bodies was a 
major change in TID policy. The determina-
tion of who would represent these bodies was 
left up to the affected taxable body. This act 
also created a rubric for approving or deny-
ing the TID. While the legislation requiring 
participation by the affected local jurisdic-
tions created some additional oversight and 
limitations of how TID was to be used, the 
same legislation expanded its use.  Specifical-
ly, the expenditure window for the TID was 
extended from five years to seven years (with 
some minor exceptions for earlier changes).

Also, in 1983 the legislature allowed cities 
and villages to issue tax incremental bonds 
to fund projects. This offered the advantage 
of municipal bond funding to the districts.  
While the current law requires that a TID 

not include more than 25 percent of its land 
in property that stood vacant for more than 
seven years, special consideration was offered 
to an expanse of land in the City of Milwau-
kee (the Park East Freeway land) that stood 
idle for decades.  

In TID-limiting moves, legislation was 
passed in 1985 clarifying that wetlands can-
not be used as an area to complete the con-
tiguous area of the TID. It also expanded 
the reporting requirements from the TID 
to Wisconsin’s Department of Revenue. An 
additional measure offered TID advantages 
to larger cities that provided greater expendi-
ture abilities to First Class Cities as opposed 
to other Wisconsin municipalities. In 1987, 
the issue of the applicability of this looser 
expenditure standard was clarified to apply 
only to the city of Milwaukee (as opposed to 
the city of Madison). In 1985, small cities in 
small counties were allowed to use TIF to ex-
pand infrastructure outside of the TID. This 
limitation was lifted for cities with popula-
tions less than 50,000 people in counties of 
less than 100,000 located on a major river.

In 1989, following a trend of modifying 
TID rules specifically for certain communi-
ties, the legislature passed a focused amend-
ment that said: No expenditure may be made 
later than seven years after; the tax incremen-
tal district was created, if the tax incremental 
district was created after January 1. 1984, 
and before January 1, 1986, and is located 
in a village incorporated in 1910 that has a 
population of more than 5,000 and less than 
6,000 according to the 1980 federal census. 



This legislation applied to the village of Kim-
berly. The impact of these specific exceptions 
resulted in an overall expansion of the TID 
program in the ensuing years.

Subsequent to this minor expansion 
for small communities, 1989 witnessed a 
dramatic expansion of TID as the state of-
fered these benefits to all municipalities. In 
an attempt to build in some uniformity of 
expenditure, the state passed legislation that 
allowed for a uniform seven year expenditure 
period. In addition, while the old payback 
period of the debt was limited to 15 years 
following the last expenditure (in effect lim-
iting the life of the TIF to 20 years), this debt 
repayment period was extended to 16 years. 
In conjunction with the seven-year expen-
diture period, this expanded the life span of 
the TID to 23 years (seven years of debt and 
additional 16 years of repayment). In an ex-
pansionary measure, the State expanded the 
percentage of a city that may be contained 
within the TID. Rather than the original 
limit of five percent, the state adjusted the 
rules such that the equalized value of equal-
ized taxable property of the district plus all 
existing districts does not exceed seven per-
cent of the total equalized value of taxable 
property within the city.  

In an attempt to promote environmen-
tal remediation, legislation was modified 
in 1993 to expenditures on the removal or 
containment of, or the restoration of soil or 
groundwater affected by, environmental pol-
lution. In 1995, the legislature allowed for 
modifications in the district’s boundaries by 

adding territory to the district that is con-
tiguous to the district and that is served by 
public works or improvements that were cre-
ated as part of the district’s project plan. Ex-
penditures for project costs that are incurred 
because of an amendment to a project plan to 
which this subdivision applies may be made 
for not more than three years after the date 
on which the local legislative body adopts a 
resolution amending the project plan. Thus, 
expenditures on TID that occurred prior to 
the area’s inclusion in the TID can be backed 
into the TID.

Noting that the state of Wisconsin ex-
tended the practical life of the TID to 23 
years in 1989 by addition (the time of ex-
penditure plus the time of debt repayment), 
the legislature clarified the entire life of a 
TID to 27 years for existing TID but only 23 
years for new TID (created after September 
30, 1995).  The 27-year TID life was allowed 
by extending the term of expenditure from 
seven years to 10 years.

In 2003 there were a series of dramatic 
changes to the TID, both expansionary and 
restrictive. One important change increased 
from seven percent to 12 percent the ratio 
of equalized value of equalized taxable prop-
erty of the district plus all existing districts to 
the total equalized value of taxable property 
within the city. In effect, this more than dou-
bled the amount of value originally allowed 
for in the 1975 legislation. In addition, 
when one considers that the value of the land 
placed in the TID is poised for appreciation, 
it is highly likely that two to three years after 
the creation of the TID, this ratio will rise to 



over 12 percent.

In a move to restrict the incidence of mu-
nicipalities annexing township land for use 
in a TID, include any annexed territory that 
was not within the boundaries of the city on 
January 1, 2004, unless at least three years 
have elapsed since the territory was annexed 
by the city. This is waived if there is a co-
operative plan boundary agreement between 
the township and the city. Unless this agree-
ment exists, or the city and town enter into 
another kind of agreement relating to the an-
nexation, the city may include territory that 
was not within the boundaries of the city on 
January 1, 2004, if the city pledges to pay 
the town an amount equal to the property 
taxes levied on the territory by the town at 
the time of the annexation for each of the 
next five years. The legislation also allowed 
for TID that focused on mixed-use devel-
opment. In addition, the municipalities are 
required to categorize their new TIDs into 
one of the following categories: blighted dis-
trict, conservation or rehabilitation district, 
industrial district, or mixed-use district. 
Beginning October 1, 2004, towns were al-
lowed to establish tax increment financing 
districts. The TID mechanism is essentially 
the same as for villages and cities with sev-
eral limitations. Town TID districts have 
only five years to make expenditures and 
the maximum life is 11 years after the last 
expenditure or 16 years, whichever comes 
first. Permitted project types are agricultural 
projects, forestry projects, manufacturing 
projects (that must relate to agricultural and 
forestry projects), and limited tourism. Resi-

dential and retail development related to the 
permissible project types may also be eligible.

This creation of mixed-use development 
(in 2003) altered the current law, where in-
dustrial-use TIDs can encapsulate nearly all 
kinds of growth but are required to keep at 
least 50 percent of the land zoned as indus-
trial and are not allowed to use TIF to fund 
any improvements not related to “industrial 
development.” Creating mixed-use TIDs al-
lows municipalities to use TIF to fund the 
development of residential and retail busi-
nesses. However, these TIDs have a maxi-
mum life of 20 years rather than the standard 
23 years for other TIDs. 

The 1983-1984 legislature also allowed 
municipalities to amend TID project plans 
up to four times throughout the duration of 
TID life, rather than the one opportunity 
during the first seven years allowed under 
current law. TIDs are allowed to make proj-
ect expenditures up to five years prior to the 
district’s termination, rather than only seven 
years after its initiation. For TIDs created to 
remedy urban blight or for environmental 
remediation, maximum TID life is increased 
from 23 to 27 years.

Other small changes also occurred. For 
example, in response to the growth of con-
solidated school districts that does not fol-
low municipal boundaries, the provision for 
school board representation was modified to 
reflect multiple school districts. In addition, 
in 2003, the legislature passed specific legis-
lation to extend the life of TID in Kenosha 
and Sheboygan. Finally, in selecting their 



representatives for the Joint Review Boards, 
the underlying tax districts are required to 
appoint high-ranking officials of those dis-
tricts.

There was also a further attempt to place 
formal standards around the creation and 
modification of TID. For mixed use develop-
ment created or amended on, or after, Octo-
ber 1, 2004, the application for certification 
of the original or amended tax incremental 
base must state the percentage of territory 
within the TID that the municipality esti-
mates will be devoted to retail business at 
the end of the TID expenditure period. That 
estimate needs to be at least 35 percent. As 
of 2005, the TID will not be certified if the 
lands proposed for newly-platted residential 
use exceed 35 percent of the real property 
within the district; or tax increments received 
by the municipality are used to subsidize resi-
dential development and the costs violate the 
mixed development guidelines (often infra-
structure costs).

While there was some activity in TID leg-
islation in 2005, it was directed and specific 
to a few cases. The only statewide legisla-
tion allowed a city to create a new TID and 
eliminate or alter an existing TID at the same 
time. The basic requirement demanded that 
the net result did not exceed the 12 percent 
rule. In 2005, the legislature passed specific 
legislation that only applied to the city of 
Monroe. This legislation stated that: “With 
respect to a tax incremental district that has 
been created by a 4th class city incorporated 
in 1882 that is located in the Pecatonica Riv-
er watershed, the recipient tax incremental 

district has been created before October 1, 
1996, and the donor tax incremental district 
has been created before October 1, 2003.” 
This legislation allowed the city of Monroe 
to allocate monies raised by one of the TIDs 
to another (less successful) TID. In addi-
tion, the legislature passed acts absolving the 
city of Kimberly from its technical failure 
to publish the required notices prior to its 
enactment and allowed the city of Kenosha 
additional latitude in its expenditure of TID 
monies. In 2007, similar action was taken 
with the village of Edgar, which had missed 
a deadline on TID #3; the city of Rhineland-
er, which had missed filing deadlines; and a 
Joint Board of Review meeting, w hich had 
missed a public hearing notice deadline in 
the city of Altoona.

As cities attempt to maximize the amount 
of valuation placed in TIDs, calculation er-
rors have begun to appear. As a result, legis-
lation passed in 2007 exempting the city of 
Beloit and the village of Union Grove from 
these technical errors in their 12 percent cal-
culations (in 2009, similar legislation was 
passed exempting the village of Elmwood).  
In a more substantive move, the state legis-
lature required the creation of a temporary 
joint review board if the TID wished to in-
cur project costs outside of the TID bound-
aries. Just as these temporary joint review 
boards are required to convene when the 
board wishes to amend the plan (they can be 
amended up to four times as of 2003), this 
change brings conformity into the plan: the 
original joint board of review may not have 
anticipated spending outside of the original 



TID. However, a final specific act passed in 
2007 changed the nature of the limitation on 
TID amendments: For the village of Pleas-
ant Prairie, the maximum number of amend-
ments was increased from four to six on TID 
#2.

In 2009, with the recession building and 
the real estate bubble popping, two ominous 
signs of legislation appeared. Both Sheboy-
gan and Waukesha were allowed through 
legislation to extend the term of their TIDs.  
Given that the expenditure life of an existing 
TID is 22 years, the legislature allowed these 
two communities to extend the expenditure 
period for specific TIDs to 26 years. In con-
cert, since the expenditure period of the TID 
is five years after the termination of the ex-
penditure period, the life of the TID became 
31 years (rather than the original 27 years).  
This legislation served as a precursor to the 
idea that distressed real estate may exist with 
a TID, thus reducing the increment available 
to liquidate the debt. This is critical, since 
the very nature of TID is predicated on the 
idea that the real estate within the TID will 
appreciate, thus creating a revenue stream 
sufficient to pay off the debt. In response to 
the declining real estate values, the legislature 
passed a general outline on distressed TIDs.  
In this legislation was a definition of the dis-
tressed TID. This is primarily a TID that has 
existed for seven years and has witnessed a 
minimum of a 25 percent decline in real es-
tate values from its highest point inside the 
TID. In the event this occurs, the life of the 
TID can be extended to 40 years. However, 

the ability to expend TID monies is severely 
limited.

In 2011 Wisconsin Assembly Bill 179 was 
enacted. This law allows two or more cities to 
jointly establish a TIF district, or a multi-ju-
risdictional tax increment district (MJTID) 
given that this district is contiguous over the 
two municipalities’ borders. This law creates 
the opportunity for a community that is at 
its maximum legal limit for TID (normally 
12 percent of assessed value) to join forces 
with a community that has excess assessment 
capacity. As this report has noted, this law 
continues the expansion of TIF.  In this case, 
it moves the boundaries of TID beyond the 
municipalities’ borders, without the inclu-
sion of the county.

TyPES Of TIf dISTRIcTS
As a result of the evolution of legislation, 

some observations can be made regarding 
these changes. The most general statement is 
that it has expanded gradually. When initiat-
ed, TID was a program designed around mu-
nicipalities and limited to 20 years and five 
percent of the equalized value of the com-
munity. Today it can extend upwards to 40 
years and comprise 12 percent of the value 
of a community. In its original format, it was 
limited to a “but for” proposition and the 
idea that expenditures would be limited to 
the TID area. Today, it is commonly used on 
the city’s fringe and can build infrastructure 
outside of the TID. However, in its original 



format, school boards and county govern-
ment had little input into the process; today 
it must approve such actions.

The TIF law that exists in 2010 requires a 
local legislative body to declare a single type 
for each TIF district as part of the resolution 
creating the TIF district. The four types of 
districts are Blighted District,” “Rehabilita-
tion or Conservation District,” “Industrial 
District,” and “Mixed-use District.” The 
declaration is based on the type of land that 
makes up at least 50 percent of the area in the 
district, or which of the four is predominant 
with regard to the area in the district.

Blighted District: The TIF Law provides 
two specific meanings for the designation of 
a blighted TIF district:

 1 -- An “area in which the structures, 
buildings or improvements contribute 
to ill health, transmission of disease, 
infant mortality, juvenile delinquency, 
or crime and are detrimental to the 
public health, safety, morals or wel-
fare, by reason of dilapidation, dete-
rioration, age or obsolescence, inad-
equate provision for ventilation, light, 
air, sanitation or open spaces, high 
density population and overcrowding, 
or the existence of conditions which 
endanger life or property by fire and 
other causes.”1

 2 -- An “area which is predominantly 
open and which consists primarily 
of an abandoned highway corridor, 
or that consists of land upon which 
buildings or structures have been 
demolished and which because of 
obsolete platting, diversity of owner-
ship, deterioration of structures or of 
site improvements, or otherwise, sub-
stantially impairs or arrests the sound 
growth of the community.”2 Statutes 
specifically exclude predominantly 
open land area developed for agricul-
tural purposes from a “blighted area” 
definition.

Rehabilitation or Conservation District: 
Rehabilitation or conservation districts are 
similar to blighted districts. The statute de-
fines “rehabilitation or conservation work” as 
the restoration and removal of blighted, dete-
riorated or deteriorating areas. This includes 
the acquisition of real property and demoli-
tion, removal or rehabilitation of buildings 
and improvements on the property where 
necessary to eliminate unhealthful, unsani-
tary or unsafe conditions, lessen density, 
reduce traffic hazards, eliminate obsolete or 
other uses detrimental to the public welfare, 
to otherwise remove or prevent the spread of 
blight or deterioration, or to provide land for 
needed public facilities.3

1   Wisconsin Statutes 66.1105 2   Wisconsin Statutes 66.1105

3  Wisconsin Statutes 66.1105



Mixed-use District: In mixed-use devel-
opment, a minimum of 50 percent of the 
TID must be suitable for at least two of the 
three possible uses: industrial, commercial or 
residential. However, the newly platted resi-
dential portion of this TID is limited to no 
more than 35 percent of the TID area.   

Industrial District: An industrial TIF dis-
trict is a district suited for an industrial site. 
The area has to be zoned as industrial and 
has to remain zoned as such for the life of the 
district. However, it is the only type of TID 
that can have more than 25 percent vacant 
land after seven years of the TID’s creation.

Town Districts: Beginning in 2004, 
towns were allowed to establish tax incre-
ment districts. The TID mechanism is essen-
tially the same as for villages and cities with 
several limitations. First, town TIDs have 
only five years to make expenditures and the 
maximum life is 11 years after the last ex-
penditure. As a result, they have the shortest 
maximum lifespan (16 years). The second 
difference is that the equalized value ration 
cannot exceed seven percent at the initiation 
of the TID. The final difference is that the 
town can amend the boundary of the TID 
and expand the size of the TID once during 
the first five years.

Environmental Remediation District: In 
1997, the state of Wisconsin expanded ac-
cess to TID by creating ER TID. The pur-
pose of this TID is to recover the costs of 
environmental pollution remediation. The 
expenditure and lifespan regulations on these 
TIDs are different than the usual TID. Ex-
penditures are limited to costs directly asso-
ciated with environmental remediation. The 
lifespan is shorter; the maximum life of the 
ER TID is only 16 years and the expenditure 
period is limited to the first five years.4  

For reference, we include Table 1, which 
summarizes key legislation that pertains to 
tax increment finance in Wisconsin. In addi-
tion, Table 2 provides a summary of the key 
features of tax increment finance as it is used 
in Wisconsin.

SUMMARy
As stated in the beginning of this report, 

the history of TID in Wisconsin is expan-
sionary in nature. Despite efforts to rein in 
abuses, these limitations have been over-
whelmed by expansions.  A process that ini-
tially applied to municipalities now extends 
to townships and counties. A policy that was 
limited to five percent of a municipality’s 

4   Wisconsin Statutes 66.1105



equalized value can now cover an initial level 
of up to 12 percent. Finally, a program that 
anticipated repayment and reintegration of 
the tax base within 20 years can now extend 
out to 40 years.

It appears that these expansions were often 
the product of specific extension. Generally, 
we observed a pattern of a narrow extension 
of use that might apply to a specific munici-
pality for a unique project (e.g., the Park East 
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Freeway land in Milwaukee) later be applied 
to the entire state.  We also observe changes 
being implemented in the wake of unfore-
seen events such as the collapse of the real 
estate bubble. It is fair to say that specific 
exceptions were initially introduced were 
ultimately expanded to all participants and 
became the rule. If there ever was an issue 
of a “slippery slope,” it appears that TID in 
Wisconsin is an excellent example.



STATE Of WIScONSIN  
TAx INcREMENT ExPENdITURE GUIdE1TAblE 2 

1    http://www.revenue.wi.gov/pubs/slf/tif/tiflaw.pdf
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