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Tax Increment Financing
Resources:

Department of Revenue
https://dor.sd.gov/government/county-auditors/
• TIF Guidelines (PDF)
• Tax Increment Financing (TIF) Tax Fact (PDF)
• Tax Increment Financing District Establishment

Submission Form
• SDCL Chapter 11-9
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Tax Increment Financing Annual Report 
(PDF) details project descriptions, valuation 
information, and timeline for each TIF district.







How a TIF works

Cannot last longer than 20 years

• County, schools, and municipalities will continue to receive the same

tax dollars as before creation of the district

• Financing payments come from taxes generated by the Increment

• Only taxes generated on properties within the boundaries of the

district are used to pay project costs

How does 
TIF work?



Establishing a TIF—Preliminary 
Steps

Planning commission for the for the 
governing entity must hold a hearing on the 
necessity of the TIF

Notice of hearing must be published between 
10-30 days prior to said hearing

Planning commission must make 
recommendations to the governing entity 
including the proposed boundaries of the TIF 
District. 11

TIF Project Plan (SDCL 11-9-13)
The kind, number, and location of all 
proposed public works or improvements

An economic feasibility study:

A statement regarding the impact upon all 
taxing entities in the TIF district; and

A description of the financing for the 
proposed project
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Dissolving a TIF
Time lapses OR all project costs have been 
paid whichever comes first.

Governing Body that created the TIF passes a 
resolution.

Letter sent to DOR and County

Director of Equalization will remove TIF in 
system

Increment value will be entered as new growth 
for all taxing entities 19

Frequently Asked Questions
Who monitors the TIF process?

• The Governing Body oversees the progress of the TIF district.

Who controls TIF funds and makes the project payments?

• The counties collect TIF revenue through the property tax process

• Taxes paid on the increment value are deposited into a TIF fund
associated with the TIF project.

All project costs are paid out of this fund by the entity which created the TIF 
district.Municipality creating the TIF is the “TIF Police”







Governmental Funds 101
Third principle of governmental accounting 
and financial reporting for state and local 
governments (Number of Funds) states that:

Governmental units should establish and maintain those 
funds required by law and sound financial administration.  
ONLY the MINIMUM number of funds consistent with 
legal and operating requirements should be established, 
however, because unnecessary funds result in inflexibility, 
undue complexity, and inefficient financial 
administration.
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Governmental Funds 101
The number of funds necessary for 
accounting purposes (high level of detail) 
may be greater than the number of funds 
needed for financial reporting purposes:

Consider combining numerous smaller debt service 
“funds” into a single fund

Consider combining numerous smaller debt service 
“funds” into a single fund

26



Governmental Funds 101
Governmental Funds—used to account for 
activities primarily supported by taxes, grants, 
and similar revenue sources.

General Fund

Special Revenue Fund

Capital Projects Fund

Debt Service Fund 

Permanent Funds
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General Fund 
Main operating fund used to account for and 
report all financial resources not accounted 
for and reported in another fund

Fund used by default
To account for and report all financial resources not 
accounted for and reported in another fund.
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Special Revenue Fund
Used to account for and report the proceeds of 
a specific revenue sources that are restricted 
or committed to expenditure of specified 
purposes other than debt service or capital 
projects
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Special Revenue Fund
Two criteria must be met before a special 
revenue fund is used.

Expenditures for specified purpose

Proceeds of specific revenue sources

A limitation on how resources may be spent is 
not enough, by itself, to justify the use of the 
special revenue fund.  Must have resources 
derived from one or more specific revenue 
sources.
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Special Revenue Fund
A surplus in the GF, for instance, is not a 
revenue source; therefore, a city council’s 
decision to commit a portion of such a surplus 
to road repair would not be sufficient to 
justify the use of a special revenue fund.

Transfers in are not a revenue source

Frequently legally required.  Otherwise, the 
use is permitted rather than mandated for 
financial reporting purposes.  (Grants)
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Capital Projects Funds
Used to account for and report financial 
resources that are restricted, committed, or 
assigned to expenditure for capital outlay, 
including the acquisition and construction of 
capital facilities and other capital assets.
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Capital Projects Funds
Often used to avoid “spikes” in operating 
expenditures during peak period of major 
construction

Not to be used for routine capital outlays, which are 
reported instead by function.

Side note--I only use “capital outlay” expenditure function in a capital 
projects fund and not in other governmental funds (budget and report 
within functions)

Used primarily for major projects and acquisitions 
(new city hall, etc.)

Used for capital acquisitions or construction 
financed by borrowed or contributed resources.
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Capital Projects Funds
Use is frequently required by debt covenants, 
grant contracts, law or regulation. Otherwise, 
the use is permitted rather than mandated for 
financial reporting purposes.

Valuable management tool for multi-year projects
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Debt Service Fund
Used to account for and report financial 
resources that are restricted, committed, or 
assigned to expenditure for principal and 
interest.
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Debt Service Fund
Essential purpose is to account for 
accumulations of resources.

Absent such an accumulation (lease), it is 
common to account for debt service in the GF 
rather than a separate debt service fund.

Frequently legally mandated.

Required whenever “financial resources…are 
being accumulated for principal and interest 
maturing in future years”.
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Debt Service Fund
Otherwise, the use is permitted rather than 
mandated for financial reporting purposes.

The use of a debt service fund would not be 
appropriate for debt reported as a liability in a 
proprietary fund.   
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Permanent Funds
Used to account for and report resources that 
are restricted to the extent that only earnings 
and not principal, may be used for purpose 
that support the reporting government’s 
programs---that is, for the benefit of the 
government or its citizenry

Examples---perpetual care of cemetery, provide 
art programs in school, scholarships
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Compliance and Other Matters
Are budget forms used by entities consistent 
with those prescribed in DLA Accounting 
Manuals?

 What do the original and final budgets 
approved and adopted by our clients tell us 
about their budget management practices?  
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