
Words Matter! 
Development Agreement Terminology
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1.  Discuss process for determining 
incremental value and how tax increment is 
calculated.  

2.  What are common hang ups 
experienced when calculating TIF incentive 
payments?

3.  What are recommendations for 
describing incentive calculations in 
developer agreements?

Overview & Objectives
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1. TIF: Tax Incremental Financing (the tool as described in statutes)

2. TID: Tax Increment District (where tool is implemented)

3. Equalized value: Determined by Department of Revenue (“DOR”), 
often referred to as “market value”. Calculated by dividing the 
property's total assessed value by the assessment ratio 

4. Assessed value: Value placed on a parcel of property by the  
Assessor. It is computed by analyzing individual sale transactions, 
inspections, and other data

Before We Get Started: Some Basic Terms
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5. Base value: Value of property at time TID is created.  DOR 
determines base value on an equalized basis.

6. Incremental value: Increase in value in a TID above the base 
as determined by DOR.  Always on an equalized basis.

Before We Get Started: Some Basic Terms
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Building Blocks: TIF Cash Flows
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Income 
Approach

Sales 
Approach

Cost 
Approach

How is Property Assessed?

• Developer cost of a project is generally a poor predictor of value. 
Consult with the local assessor to establish a realistic valuation 
estimate

• Manufacturing assessed by DOR starts with full/market value and then 
is equated to assessed
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Process for Determining Incremental Value

August 15 Incremental and total equalized value certified by DOR

August 1 DOR releases preliminary incremental value and total equalized values.

June-August DOR completes equalization process to convert assessed values to 
equalized or market values based on preliminary assessment ratio

June Municipal assessor submits Municipal Assessor Report (MAR) to DOR
Preliminary assessment values for all parcels of a 1/1 of that year
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Statement of Changes: 
https://www.revenue.wi.gov/Pages/EQU/tidchanges.aspx

• Identifies total assessed value, & preliminary assessment ratio. 
Converts assessed value to equalized full value

• Includes any corrections or adjustments from prior year

• Arrives at “Current Year TID Value” (base value plus incremental 
value)

• TID increment value = Current Year TID Value less Base Value

• TID incremental value determines amount of tax increment collected

Where is This Information Located?

https://www.revenue.wi.gov/Pages/EQU/tidchanges.aspx
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• Statement of changes is for the entire TID.  Need to look at 
tax bills for specific property calculations

• Open book/Board of Review held after MAR is submitted 
can result in corrections and adjustments in subsequent 
valuation cycle  

• TID statement of changes year identifies incremental value 
as of January 1.  Determines increment collected following 
year

 2024 statement of changes represents incremental value as of 
1/1/2024 and is used to calculate increment received in 2025

Statement of Changes: Reminders



10



11

• All TID increment is based on an equalized tax rate 

• School tax credit does not apply to tax increment collected

• TID tax rate comes from the PC-202 form also called the Tax 
Incremental Calculation Worksheet 
https://www.revenue.wi.gov/Pages/Report/tax-increment-
worksheet.aspx

• Year on worksheet represents year the tax bill is sent out 

 2024 worksheet applies to 2024 tax bill for revenue collected 
for 2025 budget

How is the TID Tax Rate Determined?

https://www.revenue.wi.gov/Pages/Report/tax-increment-worksheet.aspx
https://www.revenue.wi.gov/Pages/Report/tax-increment-worksheet.aspx
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$867,600.74/$54,005,400 X 1,000 = $16.065074

Tax Increment/Incremental Value X 1,000 = Interim TID Tax Rate
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Construction year: 
Year project is 

constructed (January 
1 –December 31)

Valuation Year: 
Year (as of January 1) 
projected is assessed

Revenue year: 
Year tax increment is 

collected by 
municipality

Timing of Tax Increment

Always remember the “two-year lag:” tax increment 
isn’t collected until 2 years after construction occurs
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Based on 
language in 
developer 
agreement

Need consistent 
terms to avoid 
confusion and 

“mixing 
methodologies”

Is calculation 
based on 

assessed value or 
equalized value?

Is value 
guarantee based 
on total value or 

incremental 
value? 

Prioritization of 
increment: What 
gets paid first?

Dates referenced 
need to tie out to 

any exhibits. 
Example or 

Exhibit?

Tax Increment Incentives
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TID Example

Deerfield, WI TID #7 Multi-Family Development
 TID created with a base 

value of 1/1/2021.

 Pay-as-you-go incentive for 
Phase 1 totals $379,894.

 Pay-as-you-go incentive for 
Phase 2 totals $569,675.

 Incentive paid from excess 
tax increment.

The Excess Tax Increment in a given year is 
calculated by (i) subtracting from the Project 

Tax Increment all actual annual District 7 
expenses, including but not limited to 

administrative fees, legal fees, accounting 
fees, filing fees, including those accrued but 

not paid in prior years, and including any 
unreimbursed District 7 creation costs; and 
(ii) multiplying the resulting value by 80%. 
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Is base value assessed or 
equalized/market value?

Be explicit in agreement

In this example, 
market/equalized value of 

$197,568
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Base Value (2021 value) 
was $197,578

Market/Equalized Value 
as of 1/1/2024 is 

$4,552,199

Difference is $4,354,631 
which is the incremental 

value
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The Excess Tax Increment in a 
given year is calculated by (i) 
subtracting from the Project 

Tax Increment all actual annual 
District 7 expenses, including 

but not limited to 
administrative fees, legal fees, 

accounting fees, filing fees, 
including those accrued but 
not paid in prior years, and 
including any unreimbursed 
District 7 creation costs; and 
(ii) multiplying the resulting 

value by 80%. 



20

1. Specify how are payments calculated

 Assessed value vs equalized value? Must be clear (tax 
increment will exceed taxes paid by TID properties due to 
school tax credit)

 “Tax Increment” is frequently defined by reference to Wis. 
Stat.§ 66.1105(2)(i). If so, calculations will be done on 
equalized value basis, so if intent is assessed value, this does 
not work

Developer Agreement Best Practices
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Assessed vs. Equalized Increment Calculation
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2. Form of PAYGO

 Can be a simple contractual obligation or may be issued as 
separate Municipal Revenue Obligation instrument, allows for 
collateralization and assignment

 Lender may use to increase project loan or may be separate loan

 Lender will discount projected cash flows, MRO principal will not 
generally equal loan proceeds available to developer

Developer Agreement Best Practices
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3. Simplicity is key 

 Five years from now: will it still make sense?

 Avoid variable interest rates, consider building any interest into 
a fixed sum so the amount to be paid out does not change 
(some municipalities may prefer to keep track of the interest if 
they think earlier payoff is a potential).

4. Address the potential insufficiency of tax increment to make 
PAYGO payments, even if developer has performed (situation can 
arise if there is loss of value on other property in a TID).

Developer Agreement Best Practices
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• Valuation guarantee vs. tax increment guarantee
 Value guarantee should be based on incremental value not total 

value
 If tax rate drops value guarantee may not be sufficient, consider 

tax increment guarantee   

• Exhibits can be helpful to illustrate mechanics, BUT
 Make sure they accurately reflect the final deal terms 
 They are usually projections, not a guarantee of payment which 

may cause confusion later
 Consider using example within text of the agreement in lieu of 

exhibit  

Developer Agreement Best Practices
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Download the Presentation
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Your Presenter

Greg Johnson
Senior Municipal Advisor 
gjohnson@ehlers-inc.com
(262) 796-6168
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Ehlers is the joint marketing name of the following affiliated businesses (collectively, the “Affiliates”): Ehlers & Associates, Inc. 
(“EA”), a municipal advisor registered with the Municipal Securities Rulemaking Board (“MSRB”) and the Securities and Exchange 
Commission (“SEC”); Ehlers Investment Partners, LLC (“EIP”), an SEC registered investment adviser; and Bond Trust Services 
Corporation (“BTS”), a holder of a limited banking charter issued by the State of Minnesota.

Where an activity requires registration as a municipal advisor pursuant to Section 15B of the Exchange Act of 1934 (Financial 
Management Planning and Debt Issuance & Management), such activity is or will be performed by EA; where an activity requires 
registration as an investment adviser pursuant to the Investment Advisers Act of 1940 (Investments and Treasury Management), 
such activity is or will be performed by EIP; and where an activity requires licensing as a bank pursuant to applicable state law 
(paying agent services shown under Debt Issuance & Management), such activity is or will be performed by BTS. Activities not 
requiring registration may be performed by any Affiliate.

This communication does not constitute an offer or solicitation for the purchase or sale of any investment (including without 
limitation, any municipal financial product, municipal security, or other security) or agreement with respect to any investment 
strategy or program. This communication is offered without charge to clients, friends, and prospective clients of the Affiliates as a 
source of general information about the services Ehlers provides. This communication is neither advice nor a recommendation by 
any Affiliate to any person with respect to any municipal financial product, municipal security, or other security, as such terms are 
defined pursuant to Section 15B of the Exchange Act of 1934 and rules of the MSRB. This communication does not constitute 
investment advice by any Affiliate that purports to meet the objectives or needs of any person pursuant to the Investment Advisers 
Act of 1940 or applicable state law.

Important Disclosures
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