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TIRZ Defined
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What is a TIRZ?

Tax Increment  =

Reinvestment  =

Zone   =

Private Investment

Reinvested within

A specific geography
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What is TIF?
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Source: Texas Real Estate Source



Texas Tax Code Chapter 311
Tax Increment Financing Act (est. 1987)

Procedure for creating 
TIRZs

Required TIRZ 
ordinance content

Criteria for TIRZ 
designation

Restrictions on TIRZ 
composition

Changing boundaries 
or terms of existing 

TIRZs

Powers and 
Restrictions on 

Powers of a 
municipality or county

Board of Directors 
composition, powers, 

and duties

Required project plan 
and financing plan 

content

Determining, 
collecting, and 
depositing tax 

increment

Tax increment bonds 
and notes

Annual Report 
requirements

Criteria for TIRZ 
termination
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TIRZ Creation Criteria and Limitations
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Texas Tax Code Chapter 311
Creation Criteria

• Substantially arrest or impair sound growth because of the presence of:
• a substantial number of substandard, slum, deteriorated, or deteriorating 

structures;
• the predominance of defective or inadequate sidewalk or street layout;
• unsanitary or unsafe conditions;
• the deterioration of site or other improvements;
• Other conditions defined;

• Substantially arrest or impair sound growth because of obsolete 
platting, deterioration of structures or site improvements, or other 
factors

• Petition by property owners with 50% of the appraised value
8



Texas Tax Code Chapter 311 
Creation Restrictions

• Residential land not exceed 30% 

• Petitioned TIRZs are required to contribute 1/3 for AH

• 25% cap of the total appraised value within the aggregate zones

• A generally contiguous area but amended statute allows for non-
contiguous zones if both areas share a common nexus
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City of Houston’s TIRZ Program
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TIRZ Program Legal & Policy Framework
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Texas Tax Code Chapter 311

City of Houston Financial Policies (Ord. 2023-726)

Section N: 
TIRZ 

Financial 
Policies

MOED Administrative Procedures

Guiding Philosophy Proposal Criteria



Section N: TIRZ Financial Policies

1. Creations

• Considered when area 
demonstrates a nexus 
between the 
proposed eligible 
projects and economic 
growth spurred by 
new investment

2. Life Extensions

• Will be considered :
- Securing financing 
for an approved 
project
- Providing additional 
time to complete an 
approved project
- Leveraging new 
funding

3. Termination

• May be recommended 
if a TIRZ: 
- Has met its 
objectives 
OR
- Has underperformed 
and is unsuccessful at 
meeting its objectives 
after 15 years unless 
there’s infusion of 
investment

Additional Policy 
Guidelines

• Annexations

• Deannexations

• Non-Contiguous

• Performance

• Budgets and CIPs

• Debt
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Where are Houston’s TIRZs?
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TIRZs Created 
by Petition

St. George 
Place

Midtown

South 
Post Oak

Old Sixth 
Ward

Fourth 
Ward

Uptown
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When were Houston’s TIRZs created?
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What do TIRZs do?
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TIRZ Life Terms
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Example of TIRZ Participation
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TIRZ 11 (Greenspoint) has participation from 4 taxing jurisdictions



TIRZ Management Structure:
Redevelopment Authority (RDA)

• A Local Government Corporation registered with the State

• Created to manage the operations of the TIRZ 

• Has same board composition as TIRZ board

• Works in cooperation with the MOED and City Council

• Requires the approval of a 3-party legal agreement “Tri-party”
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TIRZ Management Structure: 
The Tri-Party Agreement

• Creates the legal authority for the RDA to:
• Implement the project plan

• Prepare the annual budget and CIP

• Manage administrative services and consultants

• Issue bids and award contracts

• Issue or incur obligations through developer reimbursement agreements

• Authorize bond sales

• Use the tax increment to pay for obligations or indebtedness
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Tri-Party Agreement in Action
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City of Houston

TIRZs are created, modified, 
and terminated through 
City Council ordinances

MOED administers the program, 
reviews and approves RDA 
contracts and agreements, 

participates in board meetings, 
and informs the board

City Council has final review and 
approval of all TIRZ budgets, 

Inter-Local Agreements (ILAs), 
and bond-related actions

TIRZ Board

TIRZ Board appointed by Mayor, 
approved by City Council

Each additional participating 
taxing jurisdiction appoints one 

board position

Reviews and approves the Zone’s 
project plan, budget, and use of 

increment funds

Redevelopment 
Authority

RDA board are the same 
members as the TIRZ board

Identifies, prioritizes, and 
manages capital projects and 

economic development priorities 
consistent with the City of 

Houston administration

Authorized to issue debt with 
City Council approval and 

may seek grant funds



The Role of City Council
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The Roles of City Council

• Considers all TIRZ creations and other actions

• Considers annual budgets, CIPs, and appropriations of funds

• Considers all bond authorizations

• Considers all interlocal agreements between a TIRZ and another 
public entity
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Terminating a TIRZ
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The Revenue Cap Calculation

Proposition 1 (2004) limits the City’s 
property tax revenues to the lower of:

The prior year’s cap + 
population growth and 

inflation growth

The prior year’s revenues + 
4.5%

Proposition H (2006) added $90M to the 
base used to calculate the revenue cap 
to be used for public safety purposes

[Prop. 1 Calculation] + $90M 
= Actual Revenue Cap
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Revenue Cap Example

25Source: Finance Department BFA Committee Presentation 9/9/2024



TIRZ Termination Impact on The Revenue Cap
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EXAMPLE: 
TIRZ revenue softens tax rate reduction when collection exceeds revenue cap 

Collections above the Cap 

Excess results in a reduced 
property tax rate – perm impact.

If terminated, TIRZ AV goes GF at 
the time of termination – 
increases excess. 
Excess results in a reduced 
property tax rate – perm impact.

Revenue Cap Implications to the General Fund

Prop 1+H Local Revenue Cap 1,427,475

GENERAL FUND WITH TIRZ PROGRAM

Actual ad valorem revenue generated/collected 2,000,000

Actual ad valorem revenue appropriated to TIRZs 200,000

Adjusted revenue collected GF 1,800,000

Ad Valorem Collection above Revenue Cap 372, 525

GENERAL FUND WITHOUT TIRZ PROGRAM

Actual ad valorem revenue collected 2,000,000

Actual ad valorem revenue sent to TIRZs 0

Adjusted revenue collected GF 2,000,000

Ad Valorem Collection above Revenue Cap 572, 525

(thousands)



TIRZ Termination Impacts on 
the General Fund – Collections exceed Cap

• Significant impact to the General Fund through property tax rate 
reduction

• The General Fund would be reduced by the annual Municipal 
Service Charges and Administrative Fees

• The City would be responsible for all outstanding TIRZ debt and 
contractual obligations

• RDA infrastructure projects and assets would be disrupted or 
managed and conveyed to the City for ongoing maintenance
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Financial Implications of TIRZ Terminations
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EXAMPLE:
If TIRZ 2 (Midtown) & TIRZ 16 (Uptown) were both terminated in 2022

This table reflects the 
financial impact of the City 
assuming both TIRZs’ 
contractual obligations. 

The table does not include 
the financial impact of the 
City assuming any TIRZ 
debt/loan obligations.

Termination Implications to the General Fund after FY2023

REVENUE

Other Jurisdictions ($27,478,000)

Total Revenue ($27,478,000)

EXPENDITURES

Developer Agreements & Construction Obligations ($4,904,000)

Total Expenditures ($4,904,000)

TOTAL COMBINED IMPACT TO THE CITY ($32,382,000)



Other Considerations for Terminations

• Losing RDA’s ability to apply for grants not available to the City

• Potential revenue loss for the City’s affordable housing programs
• HCD uses affording housing fund to leverage grant funds and administer 

programs

• Potential revenue loss from other participating jurisdictions
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MOED Administrative Practice for 
Terminations

• Termination may be recommended if: 
• A TIRZ has met the objectives defined in the project plan

• A TIRZ has underperformed and has been unsuccessful at meeting the 
objectives defined in the project plan after 15 years from its creation

• Pre-termination Status
• RDA closes out any existing projects, debt, or obligations without adding 

new projects or initiatives. A transition plan is created and implemented. 
Termination occurs when all accounts are settled
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Clarifications to the Baker Institute 
Study
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Clarifications to the Baker Institute Paper

Study Information

Correlation between TIRZs and 
Income

Uptown does not meet slum criteria

TIRZs do not contribute to cost for municipal 
services –burden to TPs outside zone

Statute

Income not a factor TIRZ creation. TIRZ 
investment result in income diversity

Uptown is a “Petitioned  TIRZ”

MSC go to the General Fund - TIRZ primarily 
commercial not residential
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Clarifications to the Baker Institute Paper

Study Information

TIRZs spent most funding on projects 
in strong economic areas

TIRZ is equivalent to a subsidy

Suggests that reform will improve 
program outcomes

Statute

TIRZ Revenue is Investment-Driven; 
must be used within boundaries 

TIRZ revenue is generated by 
property owners 

Agree always opportunities to 
strengthen program
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THANK YOU
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