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DC think tank says Chicago pension crisis fueled by TIFs

By Miriam Y. Cintrén

Chicago's public pension crisis has
been fueled in part by the use of
tax increment financing {TIF).
That conclusion can be found in a
report by Washington, DC-based
research group Good Jobs First.

Called Pusting Municipal Pen-
ston Costs into Context: Chicage, the
report shows how, for years, TIP
costs have exceeded the Citys an-
nual pension liabilicy.

“Our analysis shows that prop-
erty tax dwersions inwe TIF have
exceeded pension cosis in every
vedr since 2007, said research an-
alyst Thomas Cafcas of Good Jobs
First. “For example, the City’s pen-
ston costs were $385.8 million in
2012, while TIF diverted $457 mil-
lion in property tax revenues”

Chicago public pensions go o
teachers, police, firefighters, and
other municipal employees.

While TIF allows local govern-

ments to divert a portion of prop-
erly lax revenues into funds for
special projects, some of those
projects have been of guestion-
able value, particularly because
those revenues have nol gone o
blighted areas that TIFs were de-
signed to benefit, according to the
report.

Good Jobs First noted a large
portion of the Citys TIF revenue
has gone to subsidizing develop-
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ers, corporations, and nonprofit

organizabons, while diverting rev-

enue from public services such as

education  and  infrastruciure,

(dficials awarded more than 51
o PM through redevelopment

[mmml:s frovm 2002 e 2012,
with corporate subsidies slated for
foasr entities alone otaling over
5115 millicn, the report noted.

According (o the report, TIFs
may have contributed to under-
funded pensions because, as the
Cliey made inadegquate contribu-
Lions 1o pensbons, it loss of prop-
erty tax revenue to TIF more than
doubled from 2000 w0 2003 and
guadrupled by 2007 to more than
31 hillion prer yvear,

“It's hard s ignore the evidence
that TIF impacted pensions: TIE
costs grew, general lund revenues
declined, and the City addressed
its budget gap in part by making
inadeguate contributions o pub-
lie: pensbons,” according o Calcas,

Mayor Rahm Emanuel has
made using TIF more transparent
by creating an online TIF data-
bixse, and in November 2003 he re-
wrned a TIF surplus w Chicago
achoals and other taxing bodies.
The report noted, howewver, that
“recent rounds of proposed subsi-
dies for things like basketbhall sta-
divms and hotels raiged serious
douhia ahout whether TIF reform
has actually materialized.”

Cook County Clerk David Orr
acknowledged Mavor Emanuel’s
move to return the surplus o @Ex-
ing bodies but is calling for more
e e dome, particularly reducing
the numher of properties within
the City’s 154 TIF districts

An analysis by his office found
that refurning ten percent of the
TIF money could  result  in
“Chibcapo taxing districts” ahility o
levy an additional $38.5 million
annually, of which 10 million
wistld be availahle to the city and
524 million for Chicago Public
Schoeds,” Orr's office said in a
slatement,

(i is also calling For an ex-

haustive review of every TIF proj-
ect, “Even il TIF plans have been
made, without auditing, scrub-
hing, and traniparency, we
shouldn® blindly accept those
plans as the best use of public dol-
liars,” Chrr saidd

Tom Tresser of ClvicLah be-
lieves TIF revenue should be used
to address myriad issues facing
the City, from reopening closed
schools and health clinics, w the
pension  crisis, 1o expanding
Chicagn Transit Authaority service

CivicLab employs data mining
and investigations o review TIFs
ward by ward, According o the
group, the Clty has 51.7 billion in
TIF accounts. That maney *should
be made available to deal with
Chicagos many needs,” Tresser
said, “Were being wold that the
City s hreske, it that 18 alao an ex-
cuse for privatization.”

Tresser believes T1Fs have Litile
to do with economic development
and more o do with benelioling
the poditically connected, noting
that much TIF revenue has pone to
private developers.

Tom Ryan, president of the
Chicago Firefighters Union Local
2, said that TIF could be among
many of the reasons fueling the
pensinm crisis.

“The medhanism for funding
pensions has been Nawed for
years,” he sald, *This has been a
problem that's been going on for
decades,” he added, particularby
fior the firelighters unbon

"The market tnok a dive in 04
and made a had sliuaton worse,”
Ryan said.

He expluined that frefighters’
pension reached its highest fund-
img in the 196908 a1 ahout 60% and
hias heen at aboat 200% (o 30% ever
simce. The union is now working to
put together possible solutions to
the problem w effer w the Sale,

Cafeas siopped short of calling
far the end of TIF, hut concluded
TIF use should be curhed. not anly
to address the City's pension crisis
bt becawse progerly funding ed-
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ucation and infrastructure would
help create johs and enhance per-
sonal income.

"Economic development works
hest when it henefits all employers,
nil enly the developers able iowin
inchaskon ina TIF district,” Cafcas
satil.

"Public pensions are under
threat of cuts in Chicagoe,” he
added. "Rhetorlc surrounding the
issue seems o ignore the influ-
ence of Lax increment financing
an reducing critical revenues for
the City of Chicago. Nearly one out
of every ten property tax dollars
collected geis diverted into TIF ac-
coants”

The Odfice of the Mayor was
comtacted hut had mo comment.

For more information on
Chicagn TIF  districts, go 1o
wiwcookoountyclerk. com TS0DY
TIFS/Pages/defaulr.asps,

Ceond Johs First seeks o make
economic deveopment subsidies
more accountable and effective.
For more information, log on o
wiww.gnadpobsfirsiorg,

For more about Cook County
Clerk Dravid Oir's office, log on (o
v cookoouniyolerk. com.

For  maore  information  on
CivicLaby, legr ot wiwssciviclabious.



