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TO THE MAYOR, CITY COUNCIL, CITY CLERK, CITY
TREASURER, AND RESIDENTS OF THE CITY OF CHICAGO:

The City of Chicago Office of Inspector General (OIG) has completed an inquiry inlo
the City's implementation of the recommendations issued in 2011 by the Tax
Increment Financing (TIF) Reform Panel! Based on the response from Mayor
Emanuel's Office, OIG concludes that the City has only partially implemented the
Panel's recommendations

Mayor Emanuel appointed the Panel and charged it with improving “transparency,
accountability, and efficiency”? in Chicago's TIF system * The Panel produced a report

recommending that the City:

1. create an Economic Development Plan that establishes TIF goals and guides
future TIF designations;

2. create a multi-year Capital Budget detailing the funding for City |nfrastructL,LJe
needs and allocate TIF resources accordingly,

3. establish metrics and monitor TIF program performance;

4. increase accountability and monitoring of private projects receiving, TIF
funding;

5. develop performance thresholds for TIF districts and projects and conduct
strategic reviews, the results of which should inform future strategy and
continuation of the district or project; and |

02:8 WY €- HIr 6105

1 City of Chicago, Office of the Mayor, "Tax Increment Financing Task Force Final Report,” August 2011,
y g Y C p 9

accessed April 16, 2019,
https //www chicago gov/content/dam/city/depts/mayor/Press%20Room/Press%20Releases/2011/August/

8 29 NTIFReport pdf

2 City of Chicago, Office of the Mayor, "Mayor Emanuel Announces Formation of Task Force on TIF
Reform,"” May 2011, accessed April 16, 2019,

https //www chicago gov/city/en/depts/mayor/press room/press relgases/201/may 2011/mayor emanuel
announcesformationoftaskforceontifreform htmi

3TIF is a tool for financing public and private projects designed to eradicatc blight, improve "
infrastructure, expand the tax base, and foster economic development For information on how TIEFs

work, please visit the Cook County Clerk's Office Tif- webpage

https //www cookcountyclerk com/agency/tifs-tax-increment-fnancing

IGCHICAGO ORG | OIG TIPLINE (866) 448-4754 | TTY (773) 478-2066




6 empower an internal oversight bhody with accountability for all aspects of TIFF
including ensuring that the City has the capacily to execute recommendations

In February 2019, OIG inquired about the City's implemantation of the Panel's
recommendations Based on the response from Mayor Emanuel’'s Office, OIG
concludes that the City has only partially implemented the recommendations We
strongly urge the new administration to revisit the recommendations that were not
fully implemented by the outgoing administralion

We thank the staff and leadership of Mayor Emanucl’'s Office for their cooperation.

Respectfully,

Joseph M Ferguson
Inspector General
City of Chicago

IGCHICAGO ORG | OIG TIPLINE (866) 448-4754 1 1TY {773) 4/8-2006
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TIF Reform Pane! Recommenclations Inquir June 3, 2019
iy

= . THE CITY'S CAPITAL IMPROVEMENT PROGRAM DOES NOT
£ SATISFY PANEL RECOMMENDATIONS OR BEST PRACTICES. . .

_ MANY TIF METRICS ARE NOT AVAII.ABI.E ONI.IN ,
DIFFICULT TO ACCESS,; OR NOT UPDATED

' THE CITY DOES NOT PUBLISH THOROUGH 3U IFICATIONS .
 THAT PRIVATE DEVELOPMENT WOULD NOTOCCUR .~ """

OR ACCOUNTABIL
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.  TIMELINE

In May 2011, Mayor Emanuel announced the formalion of a TIF Reform Pancl tasked
with making recommendations "lo bring lransparency, accountability and cfficiency
to the TIF system.™ Three months later, the Panel issued a report of its findings and '
recommendations® In January 2012, Mayor Fmanuel responded by committing his
administration Lo a serics of TIF reforms”

Seven years later, in February 2019, OIG asked Mayor Emanuel's Office 1o provide
detailed information regarding implementation ol lhe Panel's recommendations. The
Mayor's Office responded by describing the action the City has taken on this fronl.
Figure 1illustrates this timeline

FIGURE 1: TIF REFORM PANEL RECOMMENDATIONS TIMELINE

May 19, 2011 : “AUgust 23,2011

Mayor's Office y
Appolnts TIF Pa

IF Reform
el Releases.
ol Rele:

The following section of this report summarizes the Panel’s six recommendations and
their current implementation status. '

* City of Chicago, Office of the Mayor, "Mayor Emanucl Announces Formation of Task Force on TiF

Reform,” May 201, accessed April 16, 2019,

hitps//iwww (_;hicaqo'(Lov/c:lv/en/dggpls/ma_vor/r_m;'ss roorn/press releases/201/may 201Vrmayor emanuel
announgcesftormaltionoftaskforceontifreformn html .

®> City of Chicago, Office of the Mayor, “Tax Increment Financing Task Force Final Report,” August 2011,

accessed April 16 2019,

hitps /ivww chicago govicontent/dam/city/depts/mayor/Press®h20Room/Press % 20Releases/20/August/

8 29 NTIFReport pdi.

¢ City of Chicago, Office of the Mayor, "Mayor Frmanucl Announces Reforms That Strengthen

A(:.(;ountabilityiand Transparency of TIF Program ” January 2012, accessed April 16, 2019,

https Awww chicago qovicly/eriiden i3/ mayor/preEss roomy/PRrass_re

REEN

0s/2012/january/mayor_emanuel

announcesreformsthatsirengthenaccountabaliiyandlra html
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I, INQUIRY RESULTS

Below, we provide the Panel's six recommendations and assign statuses based on the
Mayor's Office’s response to OIG’s inquiry We place each recommendation into one of
four categories

Our inquiry did not observe or test implementation of the new procedures. Therefore,
we do not draw any conclusions as to their effectiveness. To determine whether the

- City implemented the Pariel's fecornmendaltions, we compared each §
recommendation to the City's descriptions of aclions taken, the supporting
documentation provided by the City, and pertinent publicly available information. We
note where the City's descriptions of its actions are not confirmed by supporting
documentation.

PAGE 3
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RECOMMENDATIONS AND IMPLEMENTATION STATUSES

The Mayor's Office should develop a multiyear Economic
Development Plan thal is then submitted to the City Council for
consideration The Ecornomic Development Plan should guide all
future TIF district designations and project allocations’

STATUS: PARTIALLY IMPLEMENTED

At the request of Mayor Emanuel, World Business Chicago
drafted the Plan for Econornic Growth and Jobs, which identifies
ten strategies to advance Chicago's overall economic growth 2 It
does not, however, include local development goals, objectives,
and milestones, as specifically recommended by the Panel. Thus,
the Plar's utility as a guide for TIF decision-making is limited at
best.

In its response to OIG's inquiry, the City stated that when
selecting TIF districts and projects, it considers whether they
advance the strategies outlined in the Plan. Bul the
documentation it provided does not support this assertion.? The
extent the Cily is actually using the Plan to guide TIF designations
and allocations is therefore unclear

7 City of Chicago. Office of the Mayor Tax Inugmem F|nanung Task Force Flnal chort August 2011 36-
54, accessed April 16 2019, -
https//www chicago gov/content/dam/city/depls/mayor/Press%20Room/Press%20Releases/2011/August/
8 29 NTIFReport pdf For each recommendation, we quote the headline summary directly from the
Panel's report We used the full detail of the Panel's recommendation to evaluate the City's response, but
do not reproduce it in this report

8 World Business Chicago, Plan for Economic Growth and Jobs, March 2012, 34-48, accessed March 20,
2019, https www chicago gov/content/da m_/_,c_tl_v/dor:)ts/dcd/qeneral/Plan-for—l"(;onomic—Growlh~and—
Jobs pdf

? The City provided a sample demal letter to demonstrate that TIF districts and projacts are required 10
align with the Plan for Economic Growith and Jobs However, this letter made no reference to the Plan
The City also stated that the North Point redcevelopmoent agreement (116%/ Avenuc O TIF district) was
approved, in part, because il advanced the Plan's strategy for the City to "bhecome more competitive as a
leading transportation and fogistics hub * Gut the documentation does not describa how the project
would advance this stralegy. it does not even reference the Alan

|
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Moreover, lhe Mayor did nol submil the Planto City Council for
consideration and it 1s not updaled as the City's economic
objectives evolve, as recommended by the Panel

The City implemented the Panel's recommendation Lo publish

redevelopment plans and redevelopment agreements on its
website. '

TIF REFORM PANEL

RECOMMENDATION___' 73

The City should Cre:a te a multi-year Capital Budget that is then
submitted to City Council for consideration. The Capital Budget
should detail the funding of Cily infrastructure needs, including
those articulated in the Economic Development Plan. All TIF
infrastructure allocations and porting deC/S/ons” should be maa’e
n accoraance with the Capital Budget.

STATUS PARTIALLY IMPLEMENTED

Inits response to OIG’s inquiry, the City stateg that its Capital
Improvement Program (CIP) satisfies the core of the Panel's
recommendation. However, the City has not made any
discernable changes to the CIP format or process since the Panel
jssued its report !

- The Panel's clearly statod conclusion that the City lacked a Capital
Budget indicates that the Panel did not view the then-existing
CIP as meeting this: recommendation Although the Panel did not
specify what changes the City should make to the CIP, it
emphasized that-a-Capital Budget-should-detail-the-funding of
City infrastructure rﬁeeds.” Currently, the CIP facks a
comprehensive accounting of those needs. The City

0 Inits response, the Mayor's Office noted that the Plarnwas meant to be long term and not updated
regularly This staternent supports our earlier observation that while the Plan for Econormic Growth and
Jobs contains strategies, it lacks the here-and-now objectives and goals recommended by the Panet
""While current state law imits the ability to spend tax increment collected in a TIF district outside of
that district, municipalities may ‘port’ funds frorh one district to an adjacent distnct to support a specilic
project” City of Chicago. Office of the Mayor, "fax Increment Financing Task Force Final Report.” August
201, 22. accessed April 16, 2019, .

hitps //www chicago gov/content/damy/gity/de nt fmayor/Press%20Room/Press%20Reigases/2011/ August/
8 29 NTIFReport pdf
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.

acknowledges this in lhe CIP, stating, "The CIP 1s not an all-
inclusive inventory of the Cily's capital needs for the upcoming
five years IUis a document that outlings planned capilal
improvements, given the projection of available financial
resources "

Arecent Civic Federation report idenlified several ways the CIP
diverges from best practice

e plan does not include a narrative description of the CIP
process or individual projects. There is no discussion of how
capital necds are determined or how they are prioritized.
There is no discussion of the capital plan's impact on the
operating budget. There appear to be few opportunities for
stakeholders to proVide input into the CIP process. While
aldermen do have authority over the distribution of specific
aldermanic menu projects in their wards, they do not
formally approve the CIP.B

The Panel also recommended that before porting funds between
districts, “the City should be required to demonstrate how porting
would advance the objectives of the Capital Budget plan, the
interests of the districts involved, and the economic development
priorities articulated in the City's plan."" The Panel also specified
that the rationale should be explained to the public. Inits
response to OIG’s inquiry, the City stated that porting proposals
are reviewed to ensure they align with the redevelopment plan,
the Plan for Economic Growth and Jobs, and the CIP. However,
OIG found that the rationale for specific decisions to port funds is
not always available online™

T2°City of Chicags, Office sl Budge
accessed April 29, 2019,
https//www chicago gov/content/dam/city/depts/obm/supp info/CIP Archive/2018-
2022%20C1IP%20Book pdf

B The Civic Federation, “Financial Challenges for the Next Chicago Mayor and Clty Council Options and
Recommendations,” March 2019, 81, accessed April 16, 2019,

dnd Management, "2018-2022 Capital lm‘proVement' Program," 5,

https /ivwww civicfed org/sites/default/liles/chicagoliscalchallenges2019 full pdf

1 City of Chicago, Office of the Mayor, “Tax Increment Fmancing Task Force Final Report,” August 2017, 39,
accessed April 16, 2019, :

hitps //www chicago gov/content/damy/city/dept \/mavor/Prmq"/{ 20R0omM/Press%20Releases/201/August/
8 29 NTIFReport pdf

5 For an example of a porting proposal with no rationale, see City of Chicago, Department of Planning
and Developrnent, "Proposed Transfer of Funds Between TIF Districts from Lake Calumet Industnal te
North Pullman,” accessed April 16, 2019,

FAGE 6
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The City stated thal, m keeping with the Panel's

recommendation, il encourages public commenl regarding

porling decisions during Community Development Commission

(CDC) presentations Il said these presentations arc open to the

public and occur belween 60 and 120 days prior to the

introductlion of the relevant redevelopment agreement (RDA) to
K the City Council Committee on Finance.”

As recommendcd by the Panel, the City posts intergovernmental
agreements (IGAs) related to TIFs online

TIFREFORM ‘PANEL

RECOMMENDATION #3

The City should establish metrics for its use of TIF. These metrics
will be used to benchmark (1) TIF district and project performance
in aggregale; (2) alignment with the Economic Development

e -Plan,. (3) achievernent of district-specific goals.appropriate for

district type (ie., industrial, commercial, residential or mixed use);
(4) programmatic characteristics (TIF-NIP, TIFWorks, SBIF, etc.)®
and (5) project-specific characteristics. The City should compile
data for and report on these metrics on a reqular basis.

STATUS: PARTIALLY lMPLEMENTED

Although the City stated that it tracks all 42 metrics
recommended by the Panel, it provided incomplete evidence on
this point To the extent that it publishes metrics it purports to

example ofa portlng propo<al with only a brief rationale, see Clty ofChlcago Department of Plann
and Development, "Proposed Transfer of I'unds Between TIF Districts from Lake Calumet Industrial to
North Pullman,” accessed April 16, 2019,

https //iwww chicago gov/content/dam/city/depts/ded/til/porting/T 103 167 Porting pdf

' Although not related to porting decisions, late-stage changes to the recent proposals for the Lincoln
Yards and 78 TiFs, which occurred after the public comment processes concluded, present significant
tension if not outright conflict with this staled commitment to ample time for public comment on TIF
7 For example, the Northwest Industrial Corricdlor TIF webpage contains multiple IGAs See City of
Chicago, Department of Planning and Development, "Northwest Industnal Corridor TIF," accessed April
16, 2019,

https/iwww chicago gov/city/en/depts/ded/supp info/tit/northwest_industoalcorndortif himl

W For more Information on these programs, see Cily of Chicago, Department of Planning and
Developrment, "Suppoiting Infeanaton,” 2 et Aprd 15, 2019,
https /www chicagqo gov/city/en/depts/ded/supn_info himt
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track, it does so for only some Furthermore, many of those are
not posted in uscr-friendly. searchable forrmat, and some are not
kept current Figure 2 surnmarizes the currenl implemeoentation
status of the melrics. '

FIGURE 2: THE CITY DOES NOT PUBLISH ALL PERFORMANCE METRICS
RECOMMENDED BY THE PANEL

The Panel

Panel's Recommendation recommended
42 metrics.

“City stated it tracks
) butdoes Aot
- publishi19'metrics.:

x| CltySiatedthiatit
 publishes 23 -

 City's Response

Source: OIG analysis of City response.

The Panel also reccommended thal before a new TIF district is
approved, the alderman of the affected ward hold at least one
public hearing. The City stated that it holds at least one public
meeting, even in situations where the meeting is not required
under statc law While these meetings are not necessarily
organized by the alderman, the City stated that it works closely
with aldermen to publicize the meetings through a variety of
channels; including direct-mailers to residents and property- - -. .
owners, emails, advertisements in the Chicago Sun-Times,
newsletters, and social media ‘

PAGE 8
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R N R T T BRI R T

‘RECOMM| ENDKﬁBN B

eyl F TRt At oY R e L 'r"m”t(,‘ﬁ”

The City should make the juslification for public tunding of private
projects more explicil, monitor projects more systematically to
ensure recipients of TIF funding meet their obligations and
ensure there are consequences for not delivering expocted
returns on public invesimert

STATUS: PARTIALLY IMPLEMENTED

Inits response to OIC's inquiry, the City stated it created a system
of long-term monitoring, including the imposition of sanctions
~when necessary, to ensure that recipiem‘s of TIF funds deliver on
their commitments For example, the City moved to terminate a
project when the developer defaulted on the RDA by selling their
business without first securing DPD!s approval. According lo the
Mayor's Office '[hH released the City’from $11 5 miIIion in future TIF

reduced obllgatfons by more lhan $60 million since 2012.

The City maintains a list of all non-compliant projects but has not
implemented the Panel's recommendation to publish this
information.

Nor has the City implemented the Panel's recommendation to
“strengthen, standardize and comn’iunicatejustifications" for
concluding that private development would not occur without
TIF funding The City stated that it typically communicates the
justification in CDC staff reports, but it did not provide evidence
~thatit-has-strengthened or-standardized-the-justifications..For. ...
example, the City stated that it “pursued the use of TIF funds for
the North Point RDA on the basis that the costs associated with
site prep and environmental remediation were prohibitive to any
development on the sile " However, the CDC staff report for the
North Point RDA simply states, "Without the TIF funds this project
could not be financed and would not generate an acceptable

PAGE 9



~ - - |
OIG FILE #19-0197

TIF Reform Panel Recormimendaiions Inguiry : Juna 3, 2019

level of return on investment ™ The :r(-':porl does nol elaborate on
this assertion |

The City requires applicants Lo provide a “financial analysis that

demonstrates the need for TIF (mﬁislan( "0 The analyses,

however, are not made public, thus stakeholders cannot

evaluate them !

TIF REFORM'PANEL__

RECOMMENDATIO #5

The City should set and manage to ber‘f"ormance thresholds for

districts and projects Every five year;s TIF districts should be

subject to strategic reviews which lead to continuation of the

district, revision of the district strategy or more significant change.
STATUS: NOT IMPLEMENTED ,
The City has not established perfornl\ance thresholds. Instead, it
reviews projects on a case-by-case basis. The City stated that
thresholds would not account for the substantial variance
between individual projects, industry sectors, and community
areas However, the Panel acknowledged this challenge,
explaining that “while each threshold would have to take into
account the underlying characteristics of the specific district or
project, the results could be used to’justify subsequent
investment decisions when reporting to stakeholders, including
the public " In fact, the Panel recommended different thresholds
for evaluation at the program, distric;t, and project levels.

|

et o AP Clty stated thatit-conducts StraT:egiC‘revieWS"'annually,"rather e

than every five years as recommended by the Panel. These

|

i

? City of Chicago, Departiment of Planning and Development, “Staff f%c-port to The Community
Development Commission Requesting Devaloper Designation,” October 9, 2018, 4, accessed April 16,
2019, https /iwww chicago gov/content/dam/city/depls/ded/if/T 182 :Norrhr’()mlCDC pdf

20 City of Chicago, Deparument of Planming and Development, “Tax Inmemenr Financing Assistance
Application Packet,” June 2016, 6, accessed Apnl 15, 2019, j
https./iwww chicago govicontent/dam/cily/depls/ded/supp_info/applicalions/TIE_Application pdf

2 City of Chicago, Qffice of the Mayor, “Tax Increment Financing Task-Force Final Report,” August 2011, 50,
accessed April 16, 2019, . b

ht{ps /fwww chicago gov/content/dam/cl lv/cfeD(S/mayor/Press_f‘/{.._;)__(_'_)Rchom/Prc‘:ss%.’ZORefeases/ZOH//-\uqusi/

829 NTIFReport pdf I

|
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reviews, however, do nol match the }Dar)el's recommendations, in
part because the City has nol eslabli?shed performance
thresholds The Pancl re(':(_)mn'v_:nde@ lhal strategic reviews
include a comparison of district pcrfbrmance lo deflined
performance thresholds in order to |fnl'orm decision-making  The
City has not implemented this recommendation '

In sum, the City's annual reports,® which focus on compliance, fall
short of the Panel's recommendation that the City adopt TIF
reporting standards “far more comp:rehensive than the currenl
financial annual reporting " ?* The City stated that the format of
the annual report is established by the State of lllinois
Comptroller's Office and cannot be revised OIG agrees that the
State’s annual reporting process doés not appear to allow for
modification of the standard form.** ;I-iowever, there is no
impediment to the City preparing supplemental reports and
publishing them on its website Furtbermore, the City does not
consistently complete the optional sections of the state form,
which are intended to allow meaningful evaluation of TIF
performance (although they do not éncompass all the
performance metrics recommended by the Panel).®

TIFREFORM PANEL ~ | ENHANCE OVERSIGHT AND
RECOMMENDATION #6: - | ADMINISTRATION -

The Mayor should empower an internal body with clear
accountability for all aspects of TIF and ensure that the staff and
organizational capacity exist to execute recommendations and
provide effective oversight i'

22 For the most recent annual reporls see, City of Chicago, Departmer;\t of Planning and Development,
“District Annual Reports 2004-Present, accessed April 16, 2019, 5

hitps/iwww chicago gov/city/en/depts/ded/supp info/district-annual-reporis--2017- htmi

3 City of Chicago, Office of the Mayor, “Tax Increm( nt Financing TaskiForce Final Report,” August 201, 54,
accessed April 16,2019, |

hitps /iwww chicago gov/c ontenl/dam/cnlv/d@nl%/nmvor/Pross%?ﬂl?oom/Pr ess%20Releases/201/August/
8 29 1ITI-Report pdf |

“ State-of Hhnois. Comptrotler, “FY 2018 TIF Report Instructions,” July 2018,2, accessed Aprl 16, 2019,
alGovernme nt/i Y2018 TIFFor mlnxtru(_ tions 07

hilps /illinoiscomptioller govicornptroller/assels/Fie/l o

2018 pdf
% State of llinois, Comptroller. "FY 2018 TIF Report Instruciions,” July 2018. 6, accessed April 16, 2019,
https Hillinoiscomptrolter govicomptroffer/assels/Fies !Oc_:e-ilGovemrnent/FY2018 T Forminstructions_ 07

2018 pd |
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STATUS: PARTIALLY IMPLEMENTED '

The City stated thal it formalized its internal TIF Task Force as a
permancnl oversight body tasked with reviewing proposed
projects, tracking current projects, ah’d provicing inlernal
approval for the use of TIF funds lhe Mayor appointed lhe
Deputy Mayor, Cormimissioner of DPD, Chief Financial Officer,
Comptroller, and the Budgel Direcl(!)r to the Task Force. The Cily
also that the TIF Task Force meels lﬁonthly and discusses TIF
lerminalions, extensions, and surpluses However, Lhe City did not
provide any supporling documentation such as policies and
procedures, stating that “the TIF Reform Panel recommendations
are the critical dircctive document for this body " The lack of
internal policy documentation leaves the responsibitities,
leadership structure, authority, and accountability measures of
this group unclear "

The City stated that it implemented the Panel's recommendation
to create a TIF Administration Division within DPD. This Division is
charged with reviewing-and underwriting TIF -applications, and
monitoring projects for compliance prior to disbursing funds As
recommended by the Panel, the City has allocated additional staff
to administer the Panel's recommendations. According to the
City, the TIF Administration Division !currently comprises 17
employees, an increase from 12 employees in 2012.

The Panel also recommended that the City cover the cost of
implementing its recommendation% by spending more TIF
revenue on administration. The City's 2019 Budget Ordinance
allocates $10 2 million in TIF funds to.administrative costs, a 73%
increase from the $5 9 mitlion allocafed by the 2011 Budget

. Ordinance. '

" According (o the City, the Task [orce must approve a project seeknpg TIF funds before it is placed on
the CDC agenda '

PAGH 12



MISSION

The City of Chicago Office of Inspector General (OIG) is an independent, nonpartisan
oversight agency whose mission is to promote economy, efficicncy, effectliveness, and
integrity in the administration of programs and operations of Cily government. OIG
achieves this mission through,

administrative and criminal investigations by its Investigations Section,
performance audits of City programs and operations by its Audit and
Program Review Section,

inspections, evaluations and reviews of City police and police accountability
programs, operations, and policies by its Public Safety Section, and
compliance audit and monitoring of City hiring and employment activities
by its Hiring Oversight Unit.

From these activities, OIG issues reports of findings and disciplinary and other

recommendations,

to assure that City officials, employeesf and vendors are held accountable
for violations of laws and policies,
to improve the efficiency and cost-effectiveness of government operations;

®
and . C e el
» to prevent, detect, identify, expose, and eliminate waste, inefficiency,
misconduct, fraud, corruption, and abuse of public authority and resources.
AUTHORITY

OIG's authority to produce reports of its findings and recommendations is established
in the City of Chicago Municipal Code §§ 2-56-030(d), -035(c), -110, -230, and 240.

Cover images courtesy of City of Chicago Departrnent of Fleet and Facility Management.




