Fiscal Impact of Tax Increment
Financing in Fishers
A quantitative evaluation of the implications for local taxing
units

January 10, 2018

Fishers TIF Fiscal Impact Analysis

Table of Contents

1. Executive Summary................................................. 3
2. Introduction and Methodology............................ 6
3. Mechanics of Tax Increment Financing............... 7
4. Use of TIF in Fishers................................................ 9
5. Interations with Property Tax Controls.............. 11
6. Fiscal Impacts for Overlapping Units................ 16
7. Economic Development Outcomes...................22

2

Table of Contents

Fishers TIF Fiscal Impact Analysis

1

Executive Summary

Tax increment financing (TIF) is a widely used
economic development and redevelopment tool
implemented by Indiana counties, cities and towns
to attract private investment and redevelop blighted
areas. TIF uses the property tax revenue generated
from new investment within a defined geographic
area to fund the infrastructure improvements and
other incentives necessary to stimulate economic
activity. TIF policy has garnered increased scrutiny
in recent years because of potential interactions
with overlapping taxing units. The purpose of this
report is to describe and quantify the potential fiscal
impact of Fishers’ TIF policy on other overlapping
taxing units, including the Hamilton Southeastern
School Corporation.
The interplay between the TIF and local taxing
units is often misunderstood because of the
complexities surrounding property tax policy in
Indiana.

When used effectively, TIF revenues fund the
infrastructure investments and incentive packages
that are necessary to make a development project
financially feasible for the private sector, attracting
investment that would otherwise locate elsewhere.
This concept is commonly articulated as a “But for”
test, stated “But for the incentive, the investment
would not have been made.”
If the “But for” test holds true, and there is no
investment in the absence of TIF, then the use of
TIF cannot divert property tax revenues that do
not exist. Within this framework, the use of TIF
as intended does not result in revenue reductions
for other local taxing units. Instead, taxing units
defer some level of upside benefit of a private
investment for a period of time in order to fund the
improvements necessary to attract that investment.

“But for” the TIF, Would the investment have taken place?
NO

YES

TIF policy affects taxing units
negatively only if the investment
would have been made in the
absence of TIF incentives.
Without investment, there is no
opportunity cost to local taxing units.
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Executive Summary

TIF defers the upside benefits of assessed
value growth to fund the infrastructure
and incentives necessary to attract the
project.

Fishers TIF Fiscal Impact Analysis

One of the advantages of TIF is that the
improvements funded by TIF revenues benefit
not only the private investor, but the broader
community as well, and can work to attract
subsequent investment even outside of the TIF area.
In this way, TIF incentives offer broader benefits,
in contrast to other incentives such as property
tax abatements and investment deductions,
which reduce the overall tax burden for a single
taxpayer, but do not result in permanent public
improvements.

TIF is a means to attract private investment
while still generating revenue from the investment
for community improvements. Municipalities
are also afforded the flexibility to creatively craft
incentive packages that serve the needs of both the
investors and the public.
Due to the mechanics of Indiana’s property tax
rate controls, the use of TIF may cause taxing units
to forgo some upside revenue opportunity that
would be available if improvements or incentives
were not required to attract the private investment.

How does Fishers’ TIF Policy Affect School Revenue?

Outcomes are dependent on the degree to which TIF is necessary for private investment
Initial
Impact
If no private
investment occurs...

$0

If investment occurs
as a result of TIF
spending...

$0

If investment would
have occurred
without TIF
spending...

$0

Impact as TIF Matures

$0

TIF policy has no affect on taxing units if there is no investment.

Referendum Fund
$829K
The investment within Fishers TIF districts generates $829K annually in
referendum fund revenue for HSE. There is no lost revenue opportunity if
the investment would not have occurred without TIF.

Referendum Fund
$829K

Circuit Breaker Relief
$1.1 million

If the investment would have occurred absent the infrastructure and
incentives funded by TIF, HSE forgoes $1.1 million in circuit breaker relief.
There is no effect
on current revenues
at the time the TIF
is created

The diagram above illustrates the potential fiscal impact of Fishers’ TIF capture on the revenues of Hamilton Southeastern Schools. The impacts
are estimated using assessed values and levies for the 2017 tax year.
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Economic Outcomes of Fishers TIF Policy
$382 million in TIF AV
from new investment
by 2017

$8.7 million in TIF
incremental revenues

In order to evaluate the potential fiscal impacts
of TIF to overlapping Fishers taxing units, Policy
Analytics compared two illustrative counterfactual
scenarios to estimate the fiscal outcomes in the
absence of TIF, thus quantifying the range of
possible opportunity costs to taxing units. This
analysis shows that if an equal level of private
investment would have been made without TIF, the
taxing units that overlap Fishers would receive an
additional $2.2 million in annual revenues (0.5%
of the combined annual budgets).The maximum
revenue foregone by the Hamilton Southeastern
School district is estimated to be $1.1 million
annually, or 0.5% of the school corporation’s total
budget.
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$47 million in public
infrastructure projects
since 2012

Addition of more
than 5,200 jobs in
Fishers since 2015

In Fishers, private sector investment has caused
TIF assessed value to increase from $32 million in
2012 to $382 million in 2017. This investment has
been led by redevelopment in the Downtown area
and commercial development along the I-69 and SR
37 corridors. In 2017, Fishers TIF districts produced
a total of $8.7 million in increment revenue (taxes
charged).
The use of tax increment financing has
produced economic results for Fishers. The City
has invested more than $47 million in public
infrastructure from TIF funds, or from bonds backed
by TIF revenues within TIF districts since 2012.
Private sector investment has resulted in $250
million in assessed value growth, and the addition
of more than 5,200 jobs in the Downtown/I-69
corridor.
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Introduction and Methodology

Tax increment financing (TIF) is an economic
development mechanism used by municipalities
and counties throughout Indiana. A combination
of changes in State property tax controls and the
budgetary pressures faced by local taxing units
have motivated state and local officials to closely
evaluate TIF policy in recent years. This focus has
led to statutory changes regarding TIF reporting,
limitations on the permissible duration of a TIF, and
restrictions on TIF assessed value capture.
The potential impact of TIF on local taxing
units such as schools is a common topic in TIF
policy debates. However, quantifying the actual
fiscal impact of TIF use on these “overlapping”
taxing units is a complex endeavor that requires an
understanding of both the local economic context
and property tax mechanics in Indiana. Because
the property tax rate controls enacted in 2008
apply differentially to parcels, a parcel level analysis
is required to accurately estimate the impacts of
property tax related policies like TIF. Furthermore,
potential impacts are largely a function of property
tax rates, which vary widely throughout the state
and even within counties, meaning taxing units are
not uniformly impacted. Finally, the question about
whether impacts should be described as negative is
predicated on assumptions about the necessity and
effectiveness of public sector incentives to attract
private sector development which can vary by
circumstance.
Policy Analytics has been engaged by the City
of Fishers to provide a quantitative evaluation of
the fiscal impact of the City’s use of tax increment
financing.
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Introduction

This analysis has three major objectives:
1.

To describe the mechanisms and conditions
under which TIF policy interacts with the
property tax revenues of local taxing units.

2.

To accurately estimate the fiscal implications
of Fishers’ current TIF use on overlapping
taxing units, particularly the Hamilton
Southeastern School Corporation.

3.

To quantify the economic outcomes of
Fishers’ TIF use through changes in the City’s
tax base and growth in local employment
levels.

Methodology
This analysis was conducted using Policy
Analytics’ proprietary parcel level Local Government
Revenue Model. Property tax impacts are calculated
using assessed values, property tax levies and rates
for the 2017 tax year. Information on the formation
of TIF districts, public infrastructure investment and
employment outcomes has been provided by the
City of Fishers.
While the mechanisms of TIF interactions
described in this report hold true across the State,
the fiscal implications of TIF use will vary widely,
because of differing local circumstances. This
report is focused on the quantitative fiscal impact of
current TIF use in Fishers. The statewide policies on
TIF legal parameters and application for economic
development are beyond the scope of this report.

Fishers TIF Fiscal Impact Analysis
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Mechanics of Tax Increment
Financing

Conceptual Description
State statute (IC 36-7-14) establishes the
policies and regulations governing tax increment
financing. TIF operates by “capturing” the property
tax revenues produced by new investment within
a defined geographic to fund infrastructure and
economic development initiatives related to
that development. The revenues produced by
a TIF project are commonly used to secure debt
to improve the physical infrastructure of the
redevelopment area. TIF is widely utilized by local
government units in Indiana, and in various forms,
throughout the United States. One reason TIF use
is widespread is that it allows civil units to fund
economic development on the basis of prospective
development without increasing property tax rates
for existing taxpayers, as is the case if general
property taxes were used.

To begin a TIF project, a qualified
redevelopment commission first designates an
“allocation area,” a defined geographical area within
which assessed value will be captured. The existing
tax base at the time the allocation area is created is
established as the “base.” Any increased assessed
value due to the construction of new facilities
or other capital investment is captured in the
“increment.” The property tax revenues produced
by the increment assessed value is allocated to the
redevelopment commission for use in economic
development related purposes. The property tax
revenues produced by the TIF base are not allocated
for redevelopment purposes, but remain with the
local taxing units. At the end of the TIF’s lifespan
(25 years after debt service is issued for most
Indiana TIF districts), the entire increment reverts
back to base taxing units. A simplified illustration of
a TIF is shown in Figure 3.1.

Illustration of TIF Capture
At the time a TIF allocation area is created (the “base
assessment date”), the existing assessed value is
designated as the “TIF base.” Property tax revenue
generated from the base is allocated to local taxing units
throughout the duration of the TIF.
An increase in assessed value from new investment
is allocated toward the “TIF increment.” Revenues
produced by the increment are allocated to the
redevelopment fund and used for economic development
or redevelopment purposes.

Figure 3.1

Assessed Value

At the expiration of the TIF (25 years after the first debt
service payment), all of the captured increment reverts
back to the tax base.

Increment
Assessed
Value
Base
Assessed
Value
Time
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The assessed value existing
within the allocation area
at the time of its creation

New assessed
value resulting
from investment
within the TIF

Increment AV reverts to the
base once the allocation
period expires

Fishers TIF Fiscal Impact Analysis

Economic Development Tools
Tax increment financing is popular in Indiana
because it is one of few economic development
financing tools available to local civil units. While
property tax abatements are frequently used
to incentivize investment, they do not generate
revenue from the new investment and so do not
provide a revenue stream to finance infrastructure
improvements.
Fiscal structures such as local sales taxes or local
food and beverage taxes either are not available
in Indiana, or cannot be authorized by local taxing
units. Other available tools, such as economic
improvement districts, community revitalization
(CRED) districts and urban enterprise zones are
useful in certain situations, but are not as flexible in
their use or availability as tax increment financing.
TIF is frequently used in Indiana because it is a
flexible, market tested tool to fund local economic
development and redevelopment.
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■■

Allocation Area – A geographically defined
area within which assessed value can be captured for economic development purposes.

■■

Redevelopment Commission – The governmental entity with the authority to administer TIF allocation areas. Redevelopment
Commissions are typically comprised
of members appointed by a political
subdivision.

■■

Base Assessment Date – The tax year in
which a TIF allocation area is first effective.

■■

Base Assessed Value – The net assessed
value within the allocation area as of the
Base Assessment date. The revenue produced from base assessed value is allocated
to the taxing units, not the redevelopment
commission.

■■

Increment Assessed Value – The increase
in assessed value within the allocation area
subsequent to the Base Assessment Date.
Revenue produced by increment assessed
value is allocated to the Redevelopment
Commission for redevelopment or economic
development purposes.

■■

TIF Pass Through – Any amount of excess
Increment Assessed Value released to
base taxing units by decision of the
Redevelopment Commission.

Fishers TIF Fiscal Impact Analysis
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Use of TIF in Fishers

The use of TIF as an economic development
structure in Indiana dates back to the 1980’s, but
it has only more recently been implemented by
the City of Fishers. Fishers’ first TIF district was
established in 2006. Since then, the City has
employed TIF frequently to stimulate economic
activity throughout the City.

As of 2017, Fishers operates 20 TIF allocation
areas that capture more than $380 million in
increment assessed value. Several of these
allocation areas have been expanded over time to
adapt to changes in the market environment. TIF
financing has been a major factor in the downtown
redevelopment in the Nickel Plate District. TIF
has also been used along the Allisonville Road

Fishers TIF Allocation Areas

Figure 4.1
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Fishers TIF Assessed Value

Comparison to Tax Base
8
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Assessed Value in Billions

Increment NAV (Millions)

$382 M
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Certified NAV

$32 M

-
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Increment NAV
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2014

2015
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Figure 4.2
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Figure 4.3

TIF assessed value capture within Fishers has increased from $32 million in 2012 to $382 million in 2017, due to large scale development in the
Downtown area and along the I-69 and SR 37 corridors. In 2017, TIF increment comprised 6.2% of the total tax base.

and SR 37 Corridors, and surrounding the Saxony
development at I-69 and Southeastern Parkway.
New allocation area were recently established to
finance investments at “The Yard” development and
at the Metropolitan Airport.

TIF Assessed Value
In 2012, Fishers captured approximately
$32 million in increment assessed value, or
approximately 0.6% of the Fishers Tax base. Nearly
half of this was associated with the Clarion/
IU medical complex near I-69 and Southeastern
Parkway.
Since 2012, TIF increment assessed value has
increased significantly, to more than $380 million.
Much of this increase is due to development in
the area. The Downtown TIF captured nearly $150
million in TIF increment in 2017. The SR 37 Area,
Allisonville Road Allocation Area, and Britton Park
Allocation Area were also significant in terms of
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assessed value capture. In 2017, TIF increment
assessed value accounted for 6.2% of the Fishers tax
base. Fishers’ Certified Net Assessed Value (NAV;
without TIF) increased by 2.74% annually between
the 2012 and 2017 tax years. Including TIF AV, the
City’s total tax base increased by 3.92% annually
over that timeframe.

TIF Revenue
In 2017, approximately $8.7M in incremental
property taxes were charged in Fishers TIF
districts. The Downtown TIF is the largest single
revenue generator at $1.8 million. This revenue is
eligible for use in a variety of initiatives, including
redevelopment bonds, developer backed financial
structures, and pay as you go infrastructure projects.
Since 2012, the City of Fishers has invested over
$47 million into public infrastructure projects, such
as streets, sidewalks, open areas and parking. These
projects were often financed with bonds secured by
TIF revenue.

Fishers TIF Fiscal Impact Analysis
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Interactions with Property Tax
Controls

Framing the “but for..” Test

spectrum as the framework within which to evaluate
the fiscal impact of TIF implementation.

Understanding the underlying factors that
stimulate private sector economic development is
key to framing the question of the external effects
of TIF implementation. The opportunity cost of
allowing assessed value growth to be captured
in the TIF instead of contributing to the local tax
base is zero if the investment would not have been
completed without TIF funded investments. Under
these conditions, there would be no investment
without the TIF, and therefore no opportunity to
increase the local tax base; hence no opportunity
cost. The infrastructure and investment funded by
the TIF create an incentive for development that
would not have occurred otherwise.

Interactions with Tax Rates

If an investment, or an equivalent investment,
would have occurred regardless of the TIF incentive,
then the TIF will capture assessed value in the
increment that would otherwise contribute to the
local tax base. In this case there is an opportunity
cost to TIF capture as taxing units forgo the benefits
of assessed value growth.
In economic development policy, this evaluation
is known as the “But for” test. It is used to evaluate
the proximate cause of an economic development
investment decision. It is stated, “But for [a specific
economic incentive], the [investment] would not
have been made.” The “but for” test is used as a
kind of litmus test for the appropriate use of public
sector incentives. Since it is difficult to understand
the underlying factors that motivate a private sector
investment with any degree of certainty, the analysis
in this report uses the opposite ends of the “but for”
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Property Tax Controls

A common misconception is that the use of TIF
simply redirects property tax revenue that would
otherwise be available to taking units on a oneto-one basis. However, the interaction between
TIF and overlapping taxing units is much more
nuanced.
A controlled property tax levy is determined
by a mechanism known in statute as the “assessed
value growth quotient.” This metric is the six-year
moving average of non-farm personal income
in Indiana. It is used to determine the allowable
year-to-year increase for most non-debt levies.
Scheduled bond payments determine the certified
levy for debt service funds. Aside from a few
instances, the process used to establish property tax
levies is independent of the TIF policy used by local

Property Tax Rate Calculation

Figure 5.1
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civil units. Property tax rates are then calculated by
dividing the established certified levies by the total
tax base (certified net assessed value).
If an investment is not captured in a TIF district,
its assessed value would otherwise contribute to
the tax base of local taxing units – the denominator
of the tax rate calculation. Given no change in
certified levy, a higher tax base will result in a lower
tax rate. This interplay with the property tax rate is
where TIF policy interacts with the budgets of other
taxing units. A change in tax rate doesn’t typically
affect the level of property taxes a taxing unit can
charge, or levy, (outside of cumulative fund levies,

which are determined by the tax rate) but it can
influence the amount of revenue a unit receives
due to interactions with Indiana’s property tax rate
controls, or “circuit breakers”.
School referendum funds are an important
exception to the typical TIF interaction. IC 36-714-39 requires that TIF assessed value is included
in the tax base of a school referendum fund. Levies
approved by referendum for school operations are
typically rate controlled. Increases in TIF increment
assessed value do contribute to more property tax
revenue in school referendum funds.

Impact of Circuit Breaker Rate Caps on TIF Policy
Pre Circuit Breaker

Post Circuit Breaker

Taxing unit property tax revenue
determined by levy controls.

Taxing unit property tax revenue
determined by rate controls.

Maximum levy growth
determined by change in Indiana
personal income.

Revenue growth is
predetermined; tax rates adjust to
generate revenue necessary to
fund levies.

Property tax revenue determined
by rate caps. Homesteads limited
at 1% of assessed value, other
residential at 2%, all other
property at 3%.
Once all parcels reach circuit
breaker, revenue growth only
occurs through growth in the tax
base.

TIF activity does not significantly
impact property tax revenue for
other taxing units.

TIF policy can have revenue
implications through higher
circuit breaker losses.

Figure 5.2
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Circuit Breaker Rate Caps
In 2008, the Indiana General Assembly enacted
a series of property tax reforms that significantly
altered the landscape of local government finance
generally, and tax increment finance specifically.
One of these reforms was the institution of parcel
level, rate based property tax controls that became
known as the “Circuit Breaker Credit.” Once fully
established, the circuit breaker limited property
taxes to 1% of homestead property assessed value,
2% of rental, residential and farmland assessed
value, and 3% of assessed value for all other
property classes. The circuit breaker credit is the
difference between the full property tax bill charged
to the taxpayer and the amount the taxpayer is
obligated to pay under the system of rate controls.
While the circuit breaker credit made property
tax obligations more predictable for taxpayers, it
introduced a high degree of uncertainty into local
government revenue estimation and budgeting.
Prior to the circuit breaker credit, growth in
property tax revenue was determined primarily by
levy controls, as previously described. Taxing units
were able to establish their allowable (certified) levy,
regardless of fluctuations in the property tax base.
If the tax base increased or decreased in value,
movements in the property tax rate would offset
that change.
The introduction of the circuit breaker credit
changed the dominant system of property tax
control from levy controls to rate controls. The
circuit breaker credit caps property tax revenues at
a specified percent of assessed value, differentiated
by property class. In the post-circuit breaker
environment, property tax revenue growth only
occurs through growth in the tax base once all
parcels reach the rate cap thresholds.
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Before circuit breaker credits were effective, TIF
capture did not significantly alter the property tax
revenues of local taxing units. If the amount of TIF
increment capture increased, tax rates adjusted to
prevent a revenue shortfall for taxing units. With
circuit breakers in effect, an increased tax rate does
not necessarily produce a corresponding increase
in revenue. TIF districts can affect taxing units by
capturing assessed value that could potentially
accrue to the tax base.
The potential impact of TIF on overlapping
taxing units is best described as an opportunity
cost, because it does not reduce the year-over-year
revenue to taxing units. If the “but for” test holds
true, and there is no investment in the absence
of a TIF, then there is no change in revenues for
local taxing units (with the exception of school
referendum funds). Capturing assessed value in a
TIF means that investment that could contribute
to the tax base and mitigate circuit breaker losses
is instead being used for economic development
expenses. Thus, the effect of TIF on overlapping
units is the potential mitigation of future circuit
breaker losses.
Figure 5.2 summarizes the implications of tax
increment financing in the pre-circuit breaker and
post-circuit breaker environments.

Fishers TIF Fiscal Impact Analysis

Impact on Local Revenues
The relationship between TIF capture and circuit
breaker relief is not a one-to-one ratio. That is,
each dollar of TIF capture does not necessarily
correspond to a dollar of property tax revenue
forgone by local taxing units. A change in property
tax rates only affects circuit breaker losses when
taxpayers have reached the constitutional rate cap
thresholds. If property tax rates are low enough
that taxpayers have not reached the circuit breaker
rate caps, then a change in tax rate has no effect on
property tax revenues, but provides some amount
of property tax relief to taxpayers.

Furthermore, a change in the property tax rate
affects taxing units differently. Thus, the potential
revenue impact of TIF policy is not uniform. In areas
that are heavily affected by circuit breaker losses,
property tax revenues will be more sensitive to TIF
policy decisions. Whereas, property tax revenues
in areas with minimal circuit breaker losses will be
largely unaffected by TIF policy.
Figure 5.3 follows the flow of funds after
capturing $100 million in increment assessed value
in a Fishers TIF district, and demonstrates the
trade-offs, or opportunity costs involved in using TIF
financing.

Opportunity Cost of $100M Increment AV Capture in Fishers
$100M AV
Captured in TIF

Generates $2.1M in
TIF revenue

Local units forego
tax base increase

Opportunity Cost
for Taxing Units
$0.8 M Countywide
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$0.0322
(1.4% of total)

Two
Outcomes
(total $2.1M)

County

$123K

City

$271K

Library

$27K

Township

$5K

School

$365K

Figure 5.3

Tax Rate Impact

Revenue
impact from
circuit breaker
relief

No impact
because of
circuit breaker
credit

Opportunity Cost for
Taxpayers

$1.3M

Annual property tax impact for
median homestead = $0.00
Annual property tax impact for
$100M Rental Property = $0.00
Annual property tax impact for
$100M Commercial Property =
$322.00

Capturing $100 million in increment assessed value in a Fishers TIF district results in $2.1 million in increment revenue.
The opportunity cost is $800K for taxing units, allocated proportionally by tax rate. The opportunity cost for taxpayers is
$1.3 million, allocated across mostly commercial properties. Most homesteads and nearly all rental properties in Fishers
are at the circuit breaker threshold, and would not be affected. Impacts are modeled for Fishers, using 2017 tax rates.
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1.

In this illustration, $100 million in assessed
value is captured in the TIF increment. This
investment produces $2.1 million in increment revenue.

2.

It is assumed that infrastructure or other
economic development costs funded by TIF
are required as a precondition of the investment. However, capturing the investment
in the TIF increment means that local taxing
units forgo a rate decrease of $0.0322.

3.

The capture of TIF assessed value presents
two types of opportunity costs on the
property tax system. These impacts vary by
parcel depending on land use and level of
assessed value.
A. In instances where taxpayers have

reached the circuit breaker rate caps,
taxing units forgo $0.8M in additional
revenue through circuit breaker
mitigation.

B. In instances where taxpayers have not

reached the rate cap, taxpayers may
forgo a reduction in their property tax
bills. Because residential parcels are
largely protected by the circuit breaker,
most of this impact occurs for non-residential parcels.

In summary, in order to produce the TIF
revenue necessary to secure a $100M economic
development investment, the property tax system
accepts an annual opportunity cost that amounts to
$191K for schools, $155K for other non-municipal
taxing units, and $1.2M for taxpayers (mostly nonresidential) distributed throughout Fishers.
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Fiscal Impacts for Overlapping
Taxing Units

Proportional Rate Impacts
Any opportunity cost of tax increment financing
on taxing units is allocated proportionally based
on the composition of property tax rates within a
given taxing district. Property owners pay property
taxes to a number of different entities – counties,
townships, municipalities, schools, libraries, and
special taxing units such as waste management
districts or fire protection territories. The various tax
rates levied by each of these taxing units comprise
the total “district” rate paid by the taxpayer.
There are two taxing districts in the City of
Fishers, differentiated between Delaware and Fall
Creek Townships. The two dominant taxing units
are Hamilton Southeastern Schools (HSE), with

approximately 55% of the total tax rate, and the
City of Fishers, with approximately 29% of the total
tax rate. Because it comprises a large portion of
the district rate, Hamilton Southeastern is the most
likely to be affected by TIF policy.

Potential School Implications
Though HSE has the most potential exposure
to TIF impacts, the actual effects on the School’s
budget are limited. This occurs for three reasons.
First, assessed value captured in the TIF increment
comprises a relatively small portion of the School’s
total tax base. Secondly, several sources of school
funding are protected from circuit breaker losses,
and are thus shielded from interactions with TIF.

Fishers District Tax Rate Composition
Delaware Township

Fall Creek Township

Library
3%

Library
3%

Solid Waste
0%
County
12%

School
55%

Figure 6.1
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Township
1%

City
29%

Solid Waste
0%
County
12%

School
56%

Township
0%

City
29%
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Finally, TIF assessed value does contribute to the
tax base of school referendum funds. Fishers TIF
assessed value adds more than $500K annually to
HSE’s school operating fund.
Hamilton Southeastern had a total potential
tax base (TIF AV included) of $7.2 billion in 2017.
TIF assessed value comprised approximately 11%
of the overall HSE tax base. The boundaries of the
HSE taxing jurisdiction extend into both Fishers and
Noblesville. Fishers TIF assessed value makes up
approximately 5.8% of the total HSE tax base, and
TIF assessed value located in Noblesville comprises
4.0% of the overall tax base.

Not all sources of school revenue are subject
to circuit breaker losses. For example the school
general fund, which comprises 56% of HSE’s overall
budget is funded by State appropriations, and not
local property taxes. The various school funding
sources are detailed below:

■■

School General Fund – Revenues are
derived from State appropriations and not
local property taxes. Annual funding for
the school general fund is determined by
the State tuition support formula. TIF policy
does not affect the School general fund.

■■

Referendum Funds – HSE levies property
taxes into two funds that were approved by
voter referenda. These funds are exempt
from circuit breaker impacts. By law, TIF
increment AV contributes to the tax base
of referendum funds. Referendum funds
benefit from assessed value captured in TIF
districts. Fishers TIF assessed value adds
$829K annually to HSE’s operating referendum fund.

■■

Debt Service Fund (non-referendum) –
The non-referendum debt service levy is
based on the School’s annual debt service
obligations. Any circuit breaker loss generated by this fund is allocated to the other
non-referendum property tax funds so as
not to impair the School’s ability to make
debt service payments.

■■

Non-referendum Operating Funds – The
School’s transportation, capital projects,
and bus replacement funds are negatively
impacted by circuit breaker losses. These
three funds will be consolidated into a single
fund beginning in 2019. Any opportunity
cost resulting from TIF policy is imposed on
this part of the School budget.

HSE Tax Base Composition
Fishers TIF
Increment NAV
5.8%
Noblesville TIF
Increment NAV
4.0%

HSE Certified Net
Assessed Value
90.2%

Figure 6.2
TIF increment assessed value comprises approximately 11% of the
overall Hamilton Southeastern tax base. Increment assessed value
within Fishers makes up 5.8% of the overall tax base, and increment
assessed value captured by Noblesville comprises 4% of the tax base.
TIF assessed value contributes to the tax base of referendum approved
funds, but is excluded from the tax base of non-referendum funds.
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Impact of Circuit Breaker Losses on the Budget of
Hamilton Southeastern Schools in 2017
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The General Fund is
supported by State dollars
and is not affected by TIF
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Non-referendum debt
is “protected” from circuit
breaker impacts, and is not
affected by TIF capture

Certified Budget (Millions)

100
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Referendum funds benefit
from tax base growth
regardless of whether it
occurs in a TIF district
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TIF capture can affect non-debt funds to
the extent they are impacted by the circuit
breaker (red shaded area)
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0
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Operating
Referendum

Referendum Debt Non-Referendum
Service
Debt

Certified Budget for circuit breaker exempt funds

Capital Projects

Transportation

Certified Budget for circuit breaker eligible funds

Bus Replacement

Circuit breaker loss

Figure 6.3

Hamilton Southeastern Schools lost 1% of its overall budget to the circuit breaker credit in 2017. This loss was applied to the school capital
projects, transportation, and bus replacement funds. The school general fund is supported by state dollars and is not affected by circuit breaker
losses. The school’s referenda approved funds are exempt from the circuit breaker credit by law. Non-referendum debt is not exempt, but any
circuit breaker loss generated by non-referendum debt is applied to other funds to protect bondholders.

In 2017, HSE lost 1.0% of its total potential
budget to circuit breaker losses. As illustrated in
Figure 6.3, this loss was applied to the school capital
projects, transportation, and bus replacement
funds, which were reduced by a total of $2.4
million. The school’s general fund is supported
by state appropriations, not property tax dollars,
and is unaffected by circuit breaker losses. The
school’s referenda approved funds are exempt from
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circuit breaker losses by law. The circuit breaker
loss generated by the non referendum debt levy
is allocated to other funds in order to protect the
School’s ability to pay debt service.
The potential opportunity costs of Fishers’
TIF policy on HSE are bounded within the circuit
breaker losses incurred in these property tax
supported funds.

Fishers TIF Fiscal Impact Analysis

Fiscal Impact of TIF in Fishers

The two scenarios are described below:

Methodology Description

■■

Scenario 1: No TIF Investment: This scenario
assumes that the “but for” test holds true
in all cases, and in the absence of TIF, the
increment AV currently captured in Fishers
TIF would not have occurred. In this scenario
there is no TIF capture, and therefore the
tax base for the HSE referendum funds
is reduced by the amount of current TIF
increment AV. The tax base for all other
property tax funds remains unchanged.

■■

Scenario 2: Investment with no TIF
Capture: This scenario assumes that the
“but for” test is never valid and therefore the
incremental investments that have occurred
within Fishers TIF districts would have taken
place even without the infrastructure and
incentives funded by TIF revenue, but would
not have been captured in the TIF increment.
In this case, because there is no TIF incentive,
but the investment occurs anyway, the tax
base for the HSE referendum funds remains
unchanged, and all other property tax
funds realize a tax base increase from the
investment.

The core issue in evaluating the fiscal impact
of TIF capture is the extent to which the “but for”
test is valid. If the “but for” case holds true, and
TIF incentives are required to secure an investment,
then there is no cost imposed on the taxing unit.
In this case, without TIF, there would be no new
assessed value to contribute to the local tax base.
However, if the “but for” case does not hold, and an
investment (or its equivalent) would be completed
regardless of the TIF incentive, then the TIF would
divert assessed value that would increase the local
tax base if the TIF did not exist.
It is not possible to know with certainty the
causes of all the assessed value growth that occurs
within a TIF district. A counter-factual analysis was
developed for this report to accurately evaluate the
impact of Fishers’ TIF policy on the property tax
revenues of overlapping taxing units.
This analysis estimates the net (post circuit
breaker) property tax revenue available to Fishers
and overlapping taxing units under two hypothetical
scenarios where TIF is not utilized.

Maximum Property Tax Impacts of Fishers TIF AV Capture

Estimated Net Property Tax Levy
City of Fishers

Hamilton Southeastern Schools
Delaware and Fall Creek Twp.
Hamilton County

Total

Figure 6.4
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Scenario 1

Scenario 2

No TIF; No
Investment

Investment
without TIF
Capture

36,182,720

36,908,835

1,383,716

1,390,642

82,139,466
52,121,438

171,827,339

83,214,582
52,543,825

174,057,884

Comparison

Change

Pct.
Of
Pct. Of
Levy Budget

726,115

2.0%

0.8%

6,926

0.5%

0.3%

1,075,116

422,387

2,230,545

1.3%
0.8%

1.3%

0.5%
0.3%

0.5%

If Fishers 2017 increment assessed value was not captured in a TIF, overlapping units would receive an additional
$2.3 million in property tax revenue, or 0.5% of their combined budgets.
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Fishers TIF Fiscal Impact Analysis

The two scenarios compared in this analysis
are boundary cases that do not conform to reality.
In fact, it is probable that a significant portion
of the investment within TIF districts could not,
or would not have been made in the absence
of the incentives and infrastructure funded by
TIF. Likewise, it is unrealistic to assume that no
property investments would have been made within
the current TIF boundaries in the absence of TIF
incentives.
Though the counter-factual scenarios do not
typify realistic scenarios, they establish the outer
bounds of the fiscal impact of TIF policy. The
actual fiscal impact of TIF on local taxing units is
somewhere between these two endpoints. The
fiscal impacts presented in Figure 6.4 and Figure
6.5 are the maximum possible opportunity costs
imposed on overlapping taxing districts by TIF
capture in Fishers.

Summary of TIF Opportunity
Costs
The City of Fishers captures $382 million in TIF
increment assessed value in 2017, which produced $8.7
million in TIF revenue.
The maximum opportunity cost of Fishers’ 2017 TIF
use is $1.1 million (0.5% of the budget) for Hamilton
Southeastern Schools, and $726K (0.6% of the budget)
for the City of Fishers.
If Fishers current TIF assessed value was not captured
in the increment, the median owner occupied
homestead would experience a property tax reduction
of $115 annually, and non residential property owners
would experience a property tax reduction of $1
thousand per $1 million of assessed value.

Fiscal Impact Results
In 2017, Fishers captured a total of $382 million
in increment assessed value, which resulted in
$8.7 million in increment taxes charged (the actual
distribution of increment revenue to Fishers may be
lower due to property tax refunds and appeals).
The use of TIF as an incentive mechanism
imposes a maximum possible opportunity cost
(foregone revenue) of $2.2 million (about 0.5% of
the total budget) on the school, townships and
county taxing units that overlap the City’s tax base.
If the investments captured in Fishers TIF
districts could have been made without the use
of TIF financing, Fishers taxpayers would see
hypothetical property tax reductions in the amounts
of $115 annually for the median homeowner and
$1,000 per $1 million of rental and commercial
assessed value.

TIF Increment Capture (2017)
Increment Assessed Value
Increment Revenue
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Est. $8.7M (taxes charged)

Impact to Taxing Units
City of Fishers

$726K (0.8% of budget)

Hamilton County

$422K (0.3% of budget)

HSE Schools
Townships

Impact to Taxpayers

Owner Occupied Homesteads

Figure 6.5

$382 million in NAV

Rental and Commercial

$1.1M (0.5% of budget)
$7K (0.3% of budget)

$115 for median property
$1K per $1M of AV

Fishers TIF Fiscal Impact Analysis

Implications for Public Infrastructure Investment
Because of the circuit breaker rate caps, the
property tax policy decisions made by local taxing
units affect other overlapping units regardless
of whether tax increment financing is involved.
TIF is often used to fund the investments in
public infrastructure necessary to attract private
investment and economic development. However,
if TIF is not used as the financing mechanism, it is
reasonable to assume that other sources of local
revenues would be required to fund the equivalent
level of public infrastructure investment. These
alternative sources could have implications for
other taxing units. For example, a community might
choose to finance infrastructure improvements
with general obligation property tax revenues
instead of TIF revenues. In this case, the unit’s debt
service rate would be increased to fund capital
improvements. The increased property tax rate
would then generate additional circuit breaker
losses for overlapping taxing units.
According to City records, Fishers has invested
more that $47 million in public infrastructure
improvements within TIF districts since 2012. These
investments include road and street improvements,
utility placement, sidewalks and trails, and a
significant investment in free public structured
parking in the downtown area.
If these investments were financed through
general obligation debt instead of TIF, a higher
debt service property tax rate increase would
be required. This rate increase would generate
approximately $965K in circuit breaker losses,
allocated proportionally by property tax rate to
overlapping taxing units, as shown in Figure 6.6.
This illustration demonstrates the nowinterconnected nature of Indiana’s property tax
system, independent of TIF policy.
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General Obligation vs. TIF Financing
Impact to Overlapping Units of Financing
Infrastructure via G.O. Debt
Taxing Unit
City of Fishers
HSE Schools

Hamilton County
Townships
Other
Total

Circuit Breaker
Impact
$380 K
$421 K
$132 K
$2.4 K

$29.8 K

$965.6 K

Figure 6.6
Property tax decisions interact with overlapping taxing units because
of Indiana’s circuit breaker rate caps. Financing $47 million of pubic
infrastructure investment since 2012 with general obligation property
tax debt would result in $965 K in circuit breaker losses to overlapping
taxing units.

Fishers TIF Fiscal Impact Analysis

TIF investment has led to employment growth
within TIF areas - particularly within the Downtown
I-69 area. Since 2012, significant development
has occurred within this area of the City. This
has included several mixed use developments,
restaurants and new office complexes and major
retail fixtures such as Ikea and Topgolf.
Since 2015, according to City records, more than
5,000 total jobs have been added to the Fishers
downtown area as a result of these developments.
Many of these jobs are within the technology sector.
Major employers include CloudOne, BlueBridge
Digital, Meyer Najem, RQAW, and Braden Business
Systems.
Other projects are currently in development,
such as “The Yard,” a 17 acre restaurant and
entertainment concept, and major redevelopment
surrounding the Indianapolis Metropolitan Airport.

Fishers TIF Assessed Value Growth
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Downtown/I-69

SR 37

Other

$322.2 M
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Figure 7.1

Cumulative Downtown
Fishers Employment Growth
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Source: City of Fishers

Economic Development Outcomes

$127.2 M

$32.1 M

Figure 7.2
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$382.0 M

Saxony/Southeastern Pkwy

400

Increment NAV (Millionis)

The City of Fishers has experienced a significant
amount of private investment and employment
growth within its TIF districts. In 2017, total
increment investment totaled $382 million.
Investment in the Downtown/I-69 TIF areas has
increased by $251 million, a 20x increase over the
tax base within the same area in 2010. In addition,
private investment has added $31 million in
assessed value in the SR 37 corridor, $54 million in
the Saxony/Southeastern Parkway region, and $45
million in other TIF districts throughout the City.

Jobs
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