


































































FINANCING PLAN 

18.0 A DETAILED EXPLANATION OF THE TAX INCREMENT PROCEDURE 

The tax increment financing procedure is new to Michigan law ith 
the TIFA statute, but has been effectively used in several ot�er 
states. The procedure may be proposed by a TIFA as a method 

�
f 

financing a Development Plan. It then may be adopted by the ity 
Council, following consultation with the taxing units involve and 
a public hearing as required by statute. The essence of the ax 
increment financing procedure is as follows: 

On January 15, 1981, Govenor Milliken signed Public Act 450. This 
law is designed to provide a redevelopment financing tool for cities 
throughout the State which suffer the effects of urban deteri9ration 
such as physical blight, stagnant tax base, and unemployment .. J This
legislation is limited to cities, not incorporated villages, 

�
own­

ships or other governmental units. It does not affect tax in re­
ment financing which a village or city uses for downtown rede elop­
ment. 

As intended with the passage of Act 450, tax increment financing 
is primarily a tool for cities to use in retaining and expand·ng 
their industrial job base subsequently helping to eliminate ttie 
causes of urban deterioration from which many of Michigan's c·ties 
suffer. 

Tax increment financing allows for cities to make public impr 
ments in a specific redevelopment district that are necessary 
induce and accommodate additional private development such as 
industrial, commercial and residential construction in that s e 
district. The financing for these public improvements comes from 
the increase in property tax revenues generated by the new pri ate 
development. The amount of tax increment revenue available for a 
particular redevelopment project is determined by multiplying he 
total tax rate of the city by the projected increase in assess d 
valuation after subtracting the existing assessed valuation of the 
development district. 

Public improvements usually associated with a redevelopment pr gram 
include the acquisition and clearance of blighted buildings an� 
land, relocation of residents, site improvements necessary toj make 
the land usable for new construction, street and utility upgra�ing,
and planning and engineering. It is important td note that t�, 
increment revenues can only be expended for public purposes an' 
not as a direct loan to any private individual or company. Th·s 
lending of credit restriction is required by Article lX of the 
Michigan Constitution. 
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