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KEY FINDINGS
•

Hundreds of micro-governments known as special taxing districts have
extracted over a billion dollars in tax revenue from Missourians.

•

Over a 10-year period, community improvement district (CID) sales and
use tax collections have grown by more than 1100 percent. Transportation
development district (TDD) sales tax revenues have jumped roughly 500
percent since 2010.

•

The overwhelming majority of TDDs and CIDs across the state were not
subject to public votes; they were effectively imposed by private interests.

•

There is no single, reliable database that tracks historical and current
information on the number of TDDs and CIDs or their spending.

•

Effective reforms will address the formation of TDDs and CIDs and their
sales and use tax authority.

ADVANCING LIBERTY WITH RESPONSIBILITY
BY PROMOTING MARKET SOLUTIONS
FOR MISSOURI PUBLIC POLICY
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INTRODUCTION

There are three broad rationales for SDs:

Special taxing districts (SDs) are political subdivisions2
of the State of Missouri that fund specific improvements
and services, including various kinds of infrastructure,
neighborhood security, and fire protection. In theory,
SDs are innovative financing and governance tools that
can efficiently and effectively deliver goods and services to
taxpayers. In practice, however, certain SDs—particularly
transportation development districts (TDDs) and
community improvement districts (CIDs)—arguably
create more and worse policy problems than they solve.
Specifically, these districts allow narrow special interests to
tax the public for private gain. This study investigates the
growth and spending of TDDs and CIDs in Missouri over
the past two decades. It discusses the policy problems these
districts create and various reforms that can rein in TDD
and CID growth and abuse.

•

A public service or improvement may be needed
or desired in an area that spans several general
government jurisdictions, and coordination among
these jurisdictions can be challenging. Rather
than attempting to provide the needed service or
improvement through inter-government activity,
an SD can be formed to provide just that service or
improvement.

•

A public service or improvement may be needed or
desired in a very specific or small area, making the
provision of that improvement or service by a general
government an unfair redistribution from other
taxpayers in the jurisdiction.

•

An existing general government may not be financially
capable of providing a service or improvement, in
which case an SD can be established to raise additional
revenue for the service or improvement.

Background
Government in the United States is stratified. State
governments operate below the level of the Federal
government, and below states are numerous other levels
of government, including county, city, and village and
township governments. In addition to these various
levels of general government are still other governmental
units, such as school and library districts. But in all
states there are other, less familiar levels of government.
These lesser-known government units, known broadly as
special taxing districts (SDs), are political subdivisions
of the state established to provide very specific services
and improvements, such as sewer infrastructure, fire
protection, and neighborhood security. Their narrow,
singular purpose is why they are known as “special.”
In Missouri, SDs can be established to impose and
collect tax revenue for a wide variety of purposes. There
are drainage and levee districts, sewer districts, port
improvement districts, nursing home districts, and fire
protection districts, to name just a few. While the process
by which an SD is created differs by kind, most are formed
through a petition of the courts by residents or property
owners within a proposed district. Once a court receives a
petition to form a district, an election or series of elections
is held within the district in which voters decide whether
or not to impose new taxes for a specific improvement or
service.
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There is no centralized database on SDs in Missouri, so
pinpointing exactly how many exist (and where they exist)
is challenging.3 Table 1 lists the number of unique SD
financial reports on file with the State Auditor’s Office
(SAO). Pursuant to state law (RSMo §105.145[2017]),
political subdivisions of the state, SDs included, are
required to submit financial reports annually to the SAO.
These figures cover the past five years and include districts
that currently exist and some districts that no longer exist.
These figures do not capture the number of districts that
have failed to report or make themselves known to the
state government. So while these figures are not perfectly
precise, they serve as an approximation for how many SDs
exist across the state.
In theory, SDs are innovative financing tools that can help
provide public services or improvements more efficiently
than general governments. If an SD has a single, narrow
purpose and need not go through standard bureaucratic
procedures or get caught up in local politics, it should
be able to deliver to taxpayers quickly and effectively.4 In
practice however, certain SDs arguably have created more
and worse policy problems than they have solved.
TDDs and CIDs can impose sales and property taxes,
special property assessments, and other taxes and fees for
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public improvements such as roads and bridges, public
transit, neighborhood security, beautification, and other
infrastructure and services. Since their introduction in
Missouri in the 1990s, TDDs and CIDs have helped fund
meaningful infrastructure and neighborhood projects. Use
of these districts, however, has drifted from its original
purposes. Rather than pay for genuine public-goods
that benefit everyone in the affected area, these districts
have become convenient tools in Missouri’s corporate
welfare toolbox. TDDs and CIDs are now, more often
than not, taxing the public to fund land acquisitions, site
improvements, vertical improvements (buildings), and
infrastructure associated with private developments. In a
recent and particularly egregious example, the luxurious
Kansas City InterContinental Hotel—valued at $28
million—established a CID to collect an extra sales tax to
renovate its guestrooms and parking garage.5
Unfortunately, Missouri law allows, and arguably even
encourages, the use of these SDs for private gain. TDDs
and CIDs, for instance, may be established by a single
property owner—which is often a retail developer—who
has complete control over whether and how sales taxes are
imposed and, ultimately, how the revenue from those taxes
is spent. Since the property owner is the only constituent
of the district, they are the only one with any say (save
municipalities in the case of CIDs) in the district’s
business. This effectively pushes ordinary consumers—
taxpayers—to the sidelines and allows narrow special
interests to tax the public for private gain. Unsurprisingly,
given how lucrative these districts can be, the number of
TDDs and CIDs across Missouri has exploded. Before
1997, there were no TDDs or CIDs in the state; today
there are more than 600. For comparison, there are
roughly 950 municipalities in the entire state. If TDD and
CID policies remain in their current form, there is little
reason to believe their growth will slow or that their abuse
will cease.
The current study has three purposes. The first is to
investigate the growth, spending, and use of TDDs and
CIDs in Missouri. While state and local auditors have
investigated some of these districts in the past, few reports
have looked comprehensively at TDD and CID growth
across the state. The second purpose is to explore and
discuss the problems associated with and created by these
districts. The third purpose is to consider reforms to
Missouri law that could help address the abuse of TDDs

Table 1: Special Taxing Districts in Missouri
Kind of District

Unique Financial Reports

Ambulance district

115

Community improvement district

416

Drainage and levee District

152

Fire protection district

409

Metropolitan culture district

1

Museum district

1

Nursing home district

31

Port improvement district

5

Public water supply district

240

Regional recreation district

1

Sewer district

37

Special business district

2

Special road district
Street light maintenance district
Transportation development
district
Total

231
5
228
1,874

Note: The number of unique financial reports on file with the
State Auditor is an approximation of how many SDs exist in
Missouri.
Source: Missouri State Auditor, as of July 2018, https://app.auditor.
mo.gov/Local/SearchPolysubFinancialReports.aspx?_ga=1.91051418
.1014418486.1479842937.

and CIDs. The overarching goal of this study is to help
policymakers and the public better understand how these
districts work, how they affect Missourians, and how they
can be reformed.
TDDs AND CIDs: AN OVERVIEW
Before discussing the growth and spending of TDDs
and CIDs and the policy problems they create, it will be
helpful to review the mechanics of how these districts are
formed and governed. In fact, the processes by which these
districts are formed and governed explain much of their
growth and abuse.

3
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Transportation Development Districts
Missouri is one of fourteen states with known TDDenabling legislation.6 The establishment of TDDs is
authorized in Missouri through the 1990 Transportation
Development District Act (RSMo §238.200–
280[1990–2016]).7 The law states that a district may
be formed to “fund, promote, plan, design, construct,
improve, maintain, and operate” any “bridge, street,
road, highway, access road, interchange, intersection,
signing, signalization, parking lot, bus stop, station,
garage, terminal, hangar, shelter, rest area, dock, wharf,
lake or river port, airport, railroad, light rail, or public
mass transportation system and any similar or related
improvement or infrastructure.” In short, TDDs can
fund a vast array of transportation-related infrastructure
projects.
So why form a TDD? Suppose you’re a developer and you
want to build a grocery store. The only problem with your
plan is that the land where your store will sit isn’t served
by a road capable of handling the traffic you expect the
store to generate. The city cannot afford to build you a
bigger road, nor can you, the private developer, afford to
build the road. But without the road, your project cannot
move ahead. So you form a TDD to levy an extra tax on
your customers to help pay for the road. The main idea is
that the district, not the city as a whole or you the private
developer, funds the road that primarily benefits just
constituents of the district (in this case, the grocery store).
In this way, TDDs fund improvements through something
like a user-fee.
Though it depends on who initiates the formation of
a district, TDDs in general may levy sales taxes (in
increments of 0.125% up to 1%), property taxes (not to
exceed $0.10 per $100 of assessed value), special property
assessments, and tolls or fees. TDDs can issue debt with
terms of up to 40 years, secured with the above revenue
sources.
A TDD is formed by submitting a petition to the circuit
court of the county in which the proposed district is to
be located. The petition can be submitted by either (1)
a minimum of 50 registered voters within the proposed
district; (2) all owners of record of real property within
the proposed district; (3) the governing body of a local
transportation authority (LTA)—for example, a city,
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county, or similar political subdivision—within the
proposed district; or (4) two or more LTAs within the
proposed district (e.g., a city and the county within which
the former is located, or two neighboring cities) through a
joint resolution. In the case of method (2), where owners
of real property petition the court, there is no minimum
number of property owners required—a single property
owner may propose a TDD on just his property.
A petition must include a variety of basic information
about the proposed district, such as its name, a description
and illustration of the district’s boundaries (Figure 1), the
project or projects it plans to fund, the estimated costs of
its project(s), and the district’s estimated revenues. TDDs
are governed by a board of directors, and depending on
what method (1–4) is used to file the petition to form
a district, the board may have anywhere from 4 to 15
members.8 Board members are elected either by registered
voters or property owners in the district, depending on
whether any voters reside within the district. Alternatively,
LTAs may appoint directors to certain TDD boards.
Once a court receives a petition to form a TDD, it holds
a hearing to determine if the proposed district is illegal,
unconstitutional, or an undue burden on the residents or
property owners within its boundaries. If a district and
its proposed funding mechanisms are not found legally
defunct, incomplete, or defective, the court allows the
process to continue, sometimes to a vote. After a proposed
district passes this legal litmus test, a public notice about
the formation of the district is issued for a short period
of time. The notice contains details about the district and
its proposed projects, and a date by which the public can
officially express their support of or opposition to the
district. Depending on what method of filing the petition
is used, a public hearing on the formation of the proposed
district may also be held.
If, after any hearing or series thereof, a proposed district
is still determined to be legally viable, the court causes
an election or series thereof to be held on the formation
of the board of directors and the funding mechanism(s)
of the proposed district. Elections may be on general,
special, or mail-in ballots. In general, a simple majority
is required to establish a district and approve its funding
mechanism; however, if a property tax is a proposed
funding mechanism, a four-sevenths majority is required.
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But, in method (2), where all owners of
record of real property within the proposed
district petitioned to form the district, the
district and its funding mechanism are
established and approved by “unanimous
petition.” Clearly, in a case where a single
property owner petitions to form a district,
the petition itself essentially establishes
the district and approves its funding
mechanism, which is often a sales tax.

Figure 1

An example of TDD Boundaries in
Brentwood and Maplewood

Recent legislation (2016 HB 1418) requires
that if a district and its funding mechanism
are approved, the newly formed TDD
must alert the SAO of its establishment in
writing.9 If a proposed sales tax is approved,
the TDD must notify the state Department
of Revenue (DOR), which collects and
administers the tax. If property taxes or
special assessments are approved, the TDD
must notify the collector of revenue of the
county within which it is located, who
administers the taxes.
Before the funding or construction of
any improvements, a district must submit
project plans to the Missouri Highways
and Transportation Commission (MHTC),
which oversees the state highway system,
for approval. If a district’s proposed projects
would not be a part of the state highway
system, it must then submit its plans to the
appropriate LTA for approval.
Once a district is established, it may elect to
undertake new projects, or to not undertake
previously authorized projects, subject to
Source: City of Brentwood, Missouri, https://www.brentwoodmo.org/
voter approval. Once a district completes
DocumentCenter/Home/View/597
its projects, or is determined incapable of
doing so, the SAO determines if a district’s
be abolished, or that it will dissolve at a certain date; a
financial position is such that it may be
district can always submit new projects, and corresponding
abolished. After all district debts and project costs are
taxes, to voters for approval.10
paid, ownership and control of district projects must be
transferred to either the MHTC or LTA. District voters are
Community Improvement Districts
then asked if the district may be abolished, with a simple
majority required to formally dissolve the district. Of
CIDs, sometimes known as business improvement districts
special import, there is no requirement that a TDD must
or community development districts, exist in every U.S.
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Figure 2

The Grove neighborhood in St. Louis
The Grove neighborhood in the City of St. Louis used a CID to fund various beautification
improvements.

Source: Paul Sableman, Creative Commons 2.0

state.11 CIDs were authorized in Missouri through the
1998 Community Improvement District Act (RSMo
§67.1401–1571[1998–2016]).12 The law states that a CID
may be formed to “provide assistance to or to construct,
reconstruct, install, repair, maintain, and equip” any
“pedestrian or shopping malls and plazas . . . parks, lawns,
trees . . . convention centers, arenas, aquariums . . . streets,
alleys, bridges, tunnels[…]and other site improvements .
. . parking lots, garages or other facilities . . . streetscape,
lighting, benches . . . paintings, murals, display cases,
sculptures, and fountains,” and “any other useful, necessary
or desired public improvement,” among other things.
CIDs can also provide security, cleaning and maintenance,
business support and training, and marketing and other
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services. Also, within
a “blighted area,” a
CID can contract
with or fund a
private property
owner to “demolish
and remove,
renovate, reconstruct
or rehabilitate any
building or structure
owned by such
property owner.”13

While the CID
Act allows districts
to pay for a wide
array of projects
and services, the
basic motivation
behind CIDs is to
provide a mechanism
for residents and
property owners
to improve their
neighborhoods. For
instance, if a part
of town wants to
brand itself with a
unique look, using
flower baskets,
new sidewalks, and
streetlight banners,
it can form a CID to
fund those improvements. Examples of such CIDs can be
found in the Central West End and the Grove in St. Louis
(Figure 2), and downtown Kansas City.14 In Missouri,
if you ever find yourself in a “historic downtown”
neighborhood, you’re likely in a CID. But, as the above
quoted language from the CID law itself shows, CIDs can
fund much more than just flower baskets and sidewalks.
A CID may be formed as either a political subdivision of
the state or a nonprofit organization. If the former, a CID
can levy sales taxes (in increments of 0.125% up to 1%),
property taxes (of an amount specified in the petition to
establish the district—discussed below—but without a
maximum rate), special assessments, business license taxes,
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and fees and rents (see Figure 6 on page 9). A CID formed
as a nonprofit organization can collect various fees and
rents but can only levy special assessments. Both types of
CID may issue debt, but with terms no longer than 20
years.

Figure 3

An Example of CID in
Downtown Cape Girardeau

CIDs are formed through a process that is similar to,
though less complicated than, that for TDDs. To form a
CID, a petition must be filed with the municipal clerk of
the city within which a proposed district is located. The
petition must be signed by property owners collectively
owning more than 50 percent of the assessed value of
real property within the proposed district and by more
than 50 percent per capita of all owners of real property
within the proposed district.15 Similar to a TDD petition,
a CID petition must contain various information about
the proposed district, including the name of the district, a
description and map of the district’s boundaries (Figure 3),
a five-year plan for the district’s operations, the proposed
revenues of the district, the total assessed value of real
property in the district, and the length of time the district
will exist.
The municipal clerk then conducts a review to verify
that the petition is in accordance with the CID Act.16 If
a petition passes legal muster, the public and property
owners within the district are notified of a public hearing
where they can express their support or opposition to
the formation of the district. After one or more public
hearings, the governing body of the municipality (i.e.,
the city council or board of aldermen) may establish the
district by ordinance.17 However, this ordinance does not
itself authorize the taxing mechanisms outlined in the
petition to form the district—it simply means the district
exists “on paper.”
Once a district is created, a board of directors for the
district must either be appointed (by the chief executive of
the city—i.e., the Mayor) or be elected by district voters—
registered voters or property owners. (CIDs formed as
nonprofit organizations fill their board of director seats as
does any nonprofit organization in Missouri. See RSMo
Chap. 355.) Often, an initial slate of directors for the
board is submitted within the petition to form. The board
must have at least 5 but no more than 30 members, and
each must either own property within the district, own

Source: City of Cape Girardeau, http://www.
cityofcapegirardeau.org/CityHall/Downtown-cape-GirardeauCID.aspx

or operate a business within the district, or be a registered
voter within the district. Often, the local government
approves the CID by ordinance with the requirement
that it (the government) be represented on the board of
directors as well.
Once a board is formed, it can submit questions to district
voters on the levying of taxes for improvements or services
described in the initial petition. If voters approve those
taxes, the board administers the projects through the CID
and reports annually to the city it is located in and the
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Figure 4

Transportation Development Districts in Missouri

250
200
150
100
50

17

16

20

15

20

14

20

13

20

12

20

11

20

10

20

09

20

08

20

07

20

06

20

05

20

04

20

03

20

02

20

01

20

00

20

99

20

19

19

19

98

0

97

Transportation development districts

The number of all TDDs in Missouri formed as either political subdivisions or nonprofit corporations.

Data from Missouri Highways and Transportation Commission via Sunshine Law request. As of July 2017.

Figure 5

Community Improvement Districts in Missouri (All),
2009–2017
The number of all CIDs in Missouri formed as either political subdivisions or nonprofit corporations.
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2017

state Department
of Economic
Development
(DED). If a sales
tax is approved,
the CID notifies
the DOR, which
collects and remits
the sales tax
revenues to the
CID. The collector
of the county
where the CID is
located administers
the property
taxes and special
assessments. CIDs
formed as political
subdivisions of
the state are also
required to submit
annual financial
reports to the
SAO (see RSMo
§105.145). After a
district completes
voter-approved
projects and pays off
its debt, or reaches
the end of its voterapproved lifespan,
it may be dissolved
or renewed. There
is no statutory limit
on how long CIDs
may exist.
THE GROWTH
AND COST
OF SPECIAL
TAXING
DISTRICTS IN
MISSOURI
Having reviewed
the basic mechanics
of TDDs and
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CIDs, we can examine their growth and cost. We will
then consider policy problems the growth has created and
possible reforms to address those problems.

do not suggest that the recession significantly fueled the
growth of TDDs and CIDs, though it certainly could have
contributed to it.

The Growth of TDDs and CIDs

Our suspicion is that TDD and CID laws are not
sufficiently strict, and that the laws allow districts to
be used as development subsidy generators rather than
funding mechanisms for public goods. That is, we believe
TDD and CID numbers have grown so rapidly because
they are handy, legal tools for directing tax revenue
toward private projects. In addition, these districts do not
divert revenues from other jurisdictions, like schools and
libraries, as TIFs and abatements do. Although we cannot
conclusively pinpoint the exact cause of the explosion
in TDDs and CIDs, we are fairly confident it is not
the result of some massive unmet taxpayer demand for
transportation, infrastructure, or community development
projects. This view is further supported by the fact that
the formation of TDDs began to grow in 1997, when the
TDD Act’s formation process was liberalized.

How many TDDs and CIDs are there in the Show-Me
State? Figures 4, 5, and 6 depict TDD and CID growth
across Missouri over the past two decades. The number
of TDDs and CIDs in the state has grown rapidly. In
1997, there was a single TDD;18 as of July 2017, there
were 228 (see Figure 4). Prior to 1999, there were no
CIDs in Missouri; as of July 2017, there were 414.19 The
explosion in the number of TDDs and CIDs is striking.
Over roughly 20 years, two-thirds as many TDDs and
CIDs have been established in the state as there are
municipalities in Missouri’s entire 197-year history.
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While this paper was not designed to investigate what
has driven TDD and CID growth, it is worth briefly
addressing some
possible reasons.
A significant
Figure 6
uptick in CID
formation seems to
Community Improvement Districts in Missouri
have followed the
1998–2016
Great Recession,
The number of CIDs in Missouri formed as political subdivisions.
so one might
hypothesize these
districts formed
300
to help insulate
developments from
250
market pressures, or
that communities
200
took it upon
themselves to fund
150
projects with lower
general government
100
revenues. These are
plausible rationales,
50
but there is no
similar uptick in
0
TDD growth.
Given that TDDs
and CIDs are
formed for similar
Data from Missouri State Auditor via Sunshine Law request. As of July 2017.
purposes, the data
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The Cost of TDDs and CIDs
So how much are these districts costing taxpayers each
year? Unfortunately, the exact figures are hard to pin
down. Recall that TDDs and CIDs can impose sales
and property taxes and special assessments. The DOR
collects, remits, and tracks the sales taxes for districts that
impose them. However, DOR does not collect or track the
property tax and special assessment revenues TDDs and
CIDs generate. Individual counties collect these taxes, but
do not report data on them annually to the state. Since
all TDDs and CIDs formed as political subdivisions are
required to submit annual financial reports with the SAO,
one should be able to determine the amount collected in
property taxes and special assessments each year, but these
reports are incomplete, and often districts fail to submit
them at all. (See Figure 7, which depicts CID property
tax revenue from these incomplete records.) There is no
centralized database that provides thorough and accurate
information on non-sales tax revenue for TDDs and
CIDs.20 Moreover, there is no reliable source for data on
TDD and CID collections of any sort prior to the mid2000s. This reporting and data problem is discussed in
greater detail below.

As mentioned above, DOR tracks and publishes data on
TDD and CID sales and use tax revenue annually. Figures
8 and 9 depict TDD and CID sales tax revenue over the
past seven and nine years, respectively. (For years prior
to 2010, DOR reports list only a single TDD; we have
not included those earlier years since the data are clearly
incomplete.)
From 2010 to 2017, TDDs across the state collected
$435,737,583 in sales taxes, and from 2008 to 2017,
CIDs collected $256,551,578 in sales and use taxes. In
order to protect taxpayer information, DOR does not
report sales tax revenues for TDDs with six or fewer
constituents. Thus, the figures here understate how much
tax revenue CIDs and TDDs have collected.
As the data show, Missourians (and guests of the state)
have been paying more and more into TDDs and CIDs
each year and can expect to continue doing so. Over a
10-year period, CID sales and use tax collections have
grown by more than 1100 percent; further, TDD sales tax
revenues have jumped roughly 500 percent since 2010.

What TDDs and CIDs generate as revenue each year is
quite different from
the total cost these
districts may impose
Figure 7
on taxpayers. Since
CID Property Tax and Special Assessment Revenue (PSD)
many TDDs and
CIDs issue bonds
CIDs formed as political subdivisions have collected more than $37.8 million in property taxes and
and notes to fund
special assessments over the past four years.
improvements,
we also must
$14,000,000
look at TDD and
$12,000,000
CID debt to get a
comprehensive idea
$10,000,000
of their total costs.
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Source: Missouri State Auditor, as of July 2018, https://app.auditor.mo.gov/Local/SearchPolysubFinancialReports.
aspx?_ga=1.91051418.1014418486.1479842937.
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A recent report
issued by the SAO
indicates that as
of December 31,
2015, TDDs held at
least $941 million
in debt. However,
this report relied on
data from only 60
percent of TDDs,
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so it significantly
understates the true
financial liability
of TDDs.22 An
earlier audit, which
reviewed statewide
TDD activity up
to December 31,
2011, found that
TDDs had incurred
$1.7 billion in
project costs and
anticipated revenues
of $2 billion.23
Since more and
more TDDs have
been created and
issued debt since
2011, and the terms
of debt are often
longer than 20
years, the current
total liability posed
by TDDs is likely
greater than $2
billion. The authors’
own review of the
incomplete data on
CIDs reported to
the SAO indicates
these districts, as
of fiscal year 2017,
held more than
$498.9 million
in public debt. A
2018 SAO report
pegs the total
anticipated project
costs of CIDs across
the state at more
than $2.3 billion.24
Since most of this
debt is composed
of revenue
bonds, and not
general obligation

Figure 8

TDD Sales Tax Revenue Statewide
TDD sales tax collections have risen dramatically since 2010—from just over $14 million to more than
$71 million in 2017.
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Source: Missouri Department of Revenue, Financial and Statistical Report, numerous years, https://dor.mo.gov/cafr/

Figure 9

CID Sales and Use Tax Revenue Statewide
CID sales and use tax collections have risen at an even more dramatic pace than TDD collections—from
just over $4 million in 2008 to nearly $46 million in 2017.21
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bonds, taxpayers in general are not on the hook should
a development fail. However, if all goes as planned for
projects funded by TDDs and CIDs, taxpayers will end up
bearing the cost of this debt through sales taxes.
POLICY PROBLEMS
What is the problem, if any, with all these districts
cropping up and collecting revenue? The simple existence
of these districts is not objectionable in itself. While
(arguably) no one likes paying taxes, it doesn’t simply
follow that we shouldn’t pay these taxes, or that these taxes
don’t generate significant returns for Missourians.
It is difficult to calculate what return taxpayers receive on
their investment in TDD- and CID-supported projects.25
This is because it is hard to quantify the economic benefits
of, say, a new interchange, and how those benefits are
distributed. In addition, when TDDs and CIDs are
used to help fund private developments, taxpayers see no
direct return.26 At best, in instances where districts help
fund private developments, taxpayers’ return is simply
the development itself—a building or interchange, for
example. Local governments may see additional sales tax
revenues from new TDD- or CID-supported businesses,
but those revenues are not always genuinely new—
sometimes they are merely shifted from other areas with
existing business.
The fact that TDDs and CIDs impose additional taxes
is, in itself, not a compelling argument against their
use. Moreover, TDDs and CIDs, in principle, can make
meaningful infrastructure improvements throughout
our communities. In fact, a number of TDDs and CIDs
have made positive, meaningful impacts on Missouri
communities. However, more and more, TDDs and
CIDs are used as development subsidy programs. In this
way, TDDs and CIDs have become corporate welfare
programs much like TIF, tax abatement, and economic
development tax credits. Additionally, TDD and CID
laws are structurally deficient in ways that lead to major
accountability and transparency issues.
Taxation Without Representation
The problem with TDDs and CIDs is that they may
be created and impose taxes without a vote of the
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people. Recall that TDDs and CIDs may be formed by
nonresidential voters such as commercial land owners
and developers. Also recall that these districts need only
a single constituent to be created. (TDDs require a
minimum of 50 residential voters only if residents reside
within a proposed district. If there are no residents in a
proposed district, this minimum voter requirement does
not go into effect.) As a result, a single landowner can
(1) propose a district, (2) cast the single vote to establish
the district and approve its revenue sources and projects,
and (3) appoint or elect the district’s board of directors,
which oversees district business. In short, TDD and CID
laws allow a single landowner or developer to completely
control all aspects of TDDs and CIDs.
Unsurprisingly, many TDDs and CIDs have a landowner
or developer as their sole constituent. The SAO TDD
report referenced above found that an overwhelming
majority of TDDs have been formed by landowners and
developers, not residents. Specifically, property owners or
developers form 92 percent of TDDs. According to the
SAO, no TDDs have been formed by residential voters
alone, though some (8%) have been formed by LTAs and
were subject to a public vote of district residents.27
Unfortunately, similar data on CIDs are not available, so it
is unclear just how many CIDs are controlled by a single,
non-residential constituent. However, a recent report
indicates developers have a controlling share on more than
230 CID boards.28
The entity or group that forms a TDD or CID is only
half of the issue. The other, equally important, half is
the type of revenue a TDD or CID collects. Suppose
a single developer creates a TDD and decides to raise
revenue through property taxes or special assessments.
The developer would pay these taxes, and so might gain
little from forming the TDD. Why raise taxes on yourself
to help pay for your project when you could just pay for
your project out of pocket?29 Property taxes and special
assessments internalize the costs of district projects to
district constituents. This means, broadly, that those
benefitting from district projects are those who pay for
district projects. This sounds both fair and economically
sound, but it is rarely what happens with TDDs and
CIDs.
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An overwhelming majority of TDDs and CIDs impose
sales or sales and use taxes to fund district projects.
These taxes externalize the costs of district projects onto
taxpayers from outside the district. Suppose instead
of imposing property taxes or special assessments, a
developer imposes sales taxes in its CID. And suppose
the land in the district will be developed into a
commercial property such as a retail mall. Consumers
from around the area will come and shop at the mall
and pay district taxes, but the developer will be able to
retain those taxes. (Of course, the developer could shop
at the mall, and pay district taxes personally, but not as
a developer.) In this scenario, the developer has all the
say on whether such taxes are collected and what they’re
spent on. People from outside the district—ordinary
consumers with no say in district business—pay for
district projects, adding to the developer’s bottom line.

Figure 10

TDD Revenue Sources, as of 12/2015
The overwhelming majority of TDDs impose sales taxes rather
than just property taxes or special assessments.

1%

Sales Taxes

Other
99%

This ability to externalize the costs of district projects
Source: Missouri State Auditor, Report No. 2017-20, p. 7.,
seems like a logical explanation for why most TDDs
https://app.auditor.mo.gov/Repository/Press/2017020228917.
pdf?_ga=2.143002930.606615622.1503687118and CIDs impose sales or sales and use taxes. (Also,
1884248107.1484338334
many developments are retail-focused and therefore
stand to generate significant revenues from such taxes.)
As Figures 10 and 11 show, nearly all TDDs collect sales
taxes as a major source of revenue and at least two-thirds
of all CIDs collect sales and use taxes.30 A recent report
estimates that 87 percent of CIDs collect
sales taxes.31 This means, in short, that
the majority of TDD (and, likely, CID)
Figure 11
spending is the result of one group or
entity—developers and landowners—
CID Revenue Sources (All)
imposing taxes on another group—
At least two-thirds of all CIDs collect sales and use taxes.
ordinary consumers—who are unaware
of the tax and have no say in how the
1%
funds are collected or distributed.
Sales and Use Taxes

The moral hazard this dynamic sets
up is obvious. Current Missouri
law creates a financial incentive for
landowners and developers to push the
cost of development onto taxpayers.
Unfortunately, this is exactly what
TDDs and CIDs seem to be used for
most often.

20%

16%

12%

Property Taxes and/or Special Assessments
Sales and Use Taxes and Property Taxes
and/or Special Assessments

51%

Other

Not Listed

Data from Missouri Department of Economic Development via Sunshine Law request.
As of July 2017.
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Public Money, Private Gain
More and more, TDDs and CIDs raise public funds for
private ventures. Rather than the creation of a TDD or
CID being a response to a previously existing need for
a public improvement or service, TDDs and CIDs are
often created concomitantly with private developments.
Sometimes TDDs and CIDs fund public goods that
overwhelmingly benefit a narrow private interest (for
example, the Chesterfield Sports Complex described
below), and sometimes they provide direct subsidies
for private developments (as with the InterContinental
Hotel, also described below). In the former case, for
example, a TDD or CID may fund a road expansion
that greatly benefits a certain retail mall or was necessary
for the initial development of the mall. (Of course, the
public may use the road, but the need for expansion
wasn’t driven by public demand.) In the latter case, for
example, a TDD or CID may purchase or improve
land for a private development, or even make direct
payments to landowners. In either case, TDDs and CIDs
effectively act as corporate welfare conduits, shifting the
cost of development from private investors to taxpayers.
The projects discussed below show just how far TDDs
and CIDs have drifted from the original intent of their
authorizing legislation.
St. Louis City Foundry
South of Saint Louis University in midtown St. Louis lays
the old Federal-Mogul foundry building, a more-or-less
abandoned industrial site. In early 2016, it was announced
that the site would be redeveloped, with developers
planning a food court and office and retail spaces.32
Taxpayers will pay for the majority of the first phase of the
project, totaling $134 million. Table 2 shows a breakdown
of the project’s funding.
What’s striking is not just the scale of the subsidies used,
but the incredible variety of subsidies. You’ll notice
that TDD and CID sales taxes are among the various
funding ingredients. The developers stacked both a
TDD and a CID on the development site to charge an
additional 1 percent sales taxes each, meaning shoppers
will face an additional 2 percent in sales tax. The funds
raised by the TDD and CID must be used to pay for
statutorily authorized costs, such as site preparation and
infrastructure, but these are costs traditionally covered
privately by developers themselves (and when stacked
14

with a TIF, offer a plethora of line items and options to
use for a reimbursement subsidy). Moreover, these are
costs associated with a private development, not a piece
of publicly-demanded infrastructure. The use of SDs in
this project appears to be a passing of private costs onto
taxpayers.33
Cardinals Ballpark Village
Ballpark Village (Figure 12), an entertainment district
adjacent to the Cardinals’ Busch Stadium in downtown St.
Louis, originally received some $50 million in subsidies
from the City of St. Louis for its $220 million second
phase of development.34 But that wasn’t sufficient. In late
2016, the Cardinals and their developers won approval
for a new financing deal that included both a TDD and
a CID. These districts will each levy 1 percent sales taxes
to help fund infrastructure and other improvements
associated with Ballpark Village.35 Beyond the fact that
paying for the construction of private entertainment
districts is light years away from the original purpose of
TDDs and CIDs, Ballpark Village went a step further and
sought a “blight” designation.36 If a property is declared
blighted, it can use CID revenues for explicitly private
purposes—for example, building an entertainment district.
This is tantamount to John taxing Jane so John can install
a new roof or new floors in his home. What makes all this
even worse is the fact that the Ballpark Village property
is prime downtown real estate next door to a majorleague baseball stadium! The property had an appraised
(or market) value of more than $45 million in 2017—far
from blighted.37
Chesterfield SportsComplex
In 2016, the Hardee’s Iceplex, an ice rink in the
Chesterfield Valley, was sold to a high-end golf company,
Top Golf.38 Top Golf had plans to raze the Iceplex and
build in its place a golfing and entertainment facility. This
meant the Chesterfield Hockey Association (CHA)—
which had practiced and competed at the Hardee’s Iceplex
for years—would be without a home in 2017.39
CHA decided to move ahead with the planning and design
of a new ice facility in Chesterfield, even though market
analyses indicated the supply of ice outstripped demand.
The $22.6 million Chesterfield SportsComplex would
serve as CHA’s new home and keep families from having
to find available ice time at other area rinks.
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But there was a catch. The SportsComplex
wanted a $7 million public handout from the
Chesterfield Valley TDD, which levies a threeeighths-cent sales tax in the valley retail area of
Chesterfield.40 The TDD was approved by voters
in 2005 to fund various transportation projects in
the area, such as the widening and realigning of
various roads and the construction of biking and
walking trails.41 Purchasing and improving land
for a privately owned and operated ice rink wasn’t
a motivation for forming the TDD originally. But
the TDD board placed a measure before voters in
the district, asking them to extend and redirect
the tax. On November 7, 2017, a mere 129
voters in the district—which encompasses less
than one percent of households in Chesterfield—
approved the measure to tax themselves, but
mostly to tax others.42

Table 2: St. Louis City Foundry Phase I Funding
Funding Source

Funding Amount

% of Total Project Cost

Federal Historic Tax Credit

$14,917,000

11%

State Historic Tax Credit

$17,384,000

13%

State Brownfields Tax Credit

$5,075,000

4%

TDD/CID Sales Tax Revenue

$18,100,000

13.5%

Tax-increment Financing (TIF)

$19,400,000

14.5%

Loan & Developer Fee

$59,290,000

44%

$134,166,000

100%

TOTAL FUNDING

Source: City Foundry Saint Louis at Cortex tax increment financing
application, http://aldermanroddy.com/wp-content/uploads/2016/09/CityFoundry-TIF-Application-090916-COMP-1.pdf

Numerous issues made the project controversial,
but the core problem was the use of a TDD to direct
public funds
toward a private
development.43
Figure 12
There was an existing
Ballpark Village
tax mechanism in
place, and narrow
A view of Ballpark Village in downtown St. Louis.
special interests
took advantage of it.
There were no public
transportation needs
the additional sales
tax satisfied. This
was little more than
a textbook example
of what economists
call concentrated
benefits/dispersed
costs phenomena.44
All the more
troubling, the CHA
bought an ice facility
with completely
private dollars in
2017.45

Source: Nicolas Henderson
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Chesterfield Outlet Malls
If you drive along I-64/40 in western Saint Louis County,
you’ve likely seen three competing shopping malls: The
Chesterfield Mall, Taubman Prestige Outlets, and Saint
Louis Premium Outlets. You can’t tell just by looking at
them, but the two outlet malls are subsidized by TDDs
and a CID.46 These SDs help pay for site improvements
and infrastructure—roads and parking in particular—
associated with the outlet malls. If you know the area,
you know there is no genuine public good provided by
this infrastructure; it solely benefits the malls’ private
developers. There is no dearth of parking in Chesterfield.
The use of SDs in these cases is a departure from the
intended purposes of the TDD and CID Acts allowing
for community-driven infrastructure investment—the
SDs in question are controlled entirely by the developers
themselves. Moreover, these malls directly compete against
one another; they are roughly 5 miles apart. It is arguable
that these subsidies helped seal the fate of Chesterfield
Mall, around long before either outlet mall. Chesterfield
Mall has been in a steady decline, like many major brickand-mortar retailers, but competition from the new outlet
malls could well have contributed to a dramatic drop in its
revenue.47 (Other failing malls in the region make similar
claims.48) While the competition created by outlet malls is
good for consumers, government subsidizing some market
participants at the expense of others isn’t something to
cheer about.
Unfortunately, things didn’t stop there. The Chesterfield
Mall recently went into foreclosure, and the new
ownership and the City of Chesterfield are looking for
ways to repurpose the property.49 The city’s department of
economic development has a suggestion: form a TDD to
pay for improvements to the mall. Nearing the point of
irony, the city may push for the use of the very SDs that
helped put the mall in the position it is today.
The InterContinental Hotel
One of Kansas City’s four-star hotels, the
InterContinental, wanted to renovate its guest rooms and
parking garage—but rather than pay for the $16 million
renovation itself, it looked to taxpayers for help. In late
2016, the owners of the hotel sought a blight designation
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from the city in order to use CID sales tax revenue to pay
for renovations.50 The hotel’s request was met with some
resistance (especially from Show-Me Institute writers),
but it ultimately won the “blight” designation.51 Some
of the hotel conditions leading to the designation were
“torn wallpaper,” “stained carpet,” and “worn bathroom
finishes.”52 The hotel even claimed that the poor condition
of some of its furniture contributed to the property being
blighted. In 2017, the property had a market value of
more than $28 million.53 Instead of simply increasing its
rates by 1 percent, the InterContinental used a CID to
charge what amounts to a check-out tax that patrons likely
won’t notice until after their stay.
Unsurprisingly, other Kansas City area hotels, including
the downtown Marriot, have since used CIDs in a similar
manner to subsidize improvements—is this the new
normal?54
These are just a few examples of questionable uses of
TDDs and CIDs. In these cases, along with others
from across the state that we cannot thoroughly survey
here, TDDs and CIDs are used to externalize the costs
of private development onto taxpayers. Often private
developers and landowners, not the public, reap the
majority of the benefits from these districts.
Driving Missouri’s Tax Climate Obfuscation
and Burden
In 1997, there were just over 1,700 distinct sales tax
jurisdictions in Missouri; today, there are more than
2,300.55 This growth is due mostly to the proliferation of
TDDs and CIDs. Figure 13 depicts the number of distinct
sales tax jurisdictions across Missouri and the average
statewide sales tax rate over the past five years.
These data make two things clear. For one, consumers
and businesses alike must navigate an ever-growing maze
of taxation. Each year, the sales tax landscape in Missouri
grows more and more complex. While some sales tax
variation is unproblematic and unavoidable (for instance,
Kansas City and its suburb of Independence have different
sales tax rates), SDs can add significant variation within
just a single neighborhood. In some areas, if consumers
simply cross a street they are subject to substantially
different sales taxes.56 But there is a clear, intuitive case
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tax regime:
Consumers
Statewide Sales Tax Jurisdiction and Rate Growth
shouldn’t have
As the number of unique sales tax jurisdictions grows, so does the statewide average sales tax rate.
to study sales
tax rates or have
7.70%
2400
an accounting
7.60%
2350
background before
7.50%
shopping. SD
7.40%
2300
growth drives
7.30%
2250
an unnecessary
7.20%
7.10%
obfuscation of
2200
7.00%
Missouri’s sales
2150
6.90%
tax landscape,
2100
6.80%
making it more
of a mosaic than
a predictable,
Number of Sales Tax Juristictions
Average Sales Tax Rate (%)
uniform
playing field.
Source: Missouri Department of Revenue, Sales/Use Tax Rate Tables, https://dor.mo.gov/business/sales/rates/
Unfortunately,
the information
asymmetry this
the least well-off among us the most. If TDD and CID
mosaic creates hurts ordinary consumers.
taxes are predominantly regressive, policymakers should be
especially concerned about the greater impact they have on
Secondly, the data reveal that SD growth is correlated with
Missouri’s lower-income families.
a significant increase in average statewide sales tax rates.
This correlation is to be expected, as TDDs and CIDs only Hidden Taxes
exist in order to impose taxes of their own. Ultimately, this
An argument used to defend TDDs and CIDs is that if
means Missourians are, on average, shouldering a greater
and greater tax burden every year. In some areas of Kansas consumers—taxpayers—don’t want to pay an additional,
City and St. Louis, because of additional taxes on prepared special tax, they can simply choose not to shop within
food, restaurant patrons pay more than 13 percent in sales a district. If you don’t visit and make purchases within
a TDD or CID, you won’t pay the taxes these districts
taxes.57 Table 3 details several areas where overlapping
levy. This fact supposedly makes TDD and CID taxes
SDs have driven sales tax rates especially high, often
much like user fees, and so, the argument goes, relatively
to above 10 percent. More money paid in taxes means
unobjectionable from an economic point of view.
consumers can invest and spend less on actual goods and
services. While taxes in general, and sales taxes specifically,
This argument hinges vitally on consumers knowing, or
are but one factor among many in a business’s decision
being given a reasonable chance of knowing, that they are
on where to locate, will additional SD taxes contribute
within a TDD or CID. For a consumer to weigh whether
to or hinder Missouri’s growth? While we do not claim
or not to shop in a district, he must know when he is
SDs are responsible for a lack of economic growth, their
entering one.
proliferation in Missouri does not appear to have kickstarted Missouri’s economy. (In fact, since TDDs and
The TDD Act states (RSMo §238.280 [2007]) states that
CIDs came on the scene, Missouri’s economic growth has
merchants “shall prominently display the rate of the sales
been exceptionally slow.)58 High sales tax rates also impact tax imposed or increased at the cash register area.” This
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Table 3: A Sample of Sales Tax Rates in Areas with
Overlapping TDDs and CIDs, as of Q3 2018
Sales Tax Jurisdiction
Arnold59
• Ridgecrest TDD
• Ridgecrest CID
Belton
• Belton-Cass Regional TDD
• TXRH CID
Kansas City (Jackson County)60
• Kansas City Downtown Streetcar TDD
• Performing Arts CID
• Kansas City Downtown Convention
Center Headquarters Hotel CID
Neosho
• Neosho TDD
• Big Springs Plaza CID
Ozark61
• Town & Country Village TDD
• Town & Country Village CID
Parkville
• Parkville Commons TDD
• PC-1 CID
• 9 Highway Corridor CID
Richmond Heights
• Brentwood Blvd./Clayton Road TDD
• Brentwood Blvd./Clayton Road CID
St. Ann
• St. Charles Rock Road TDD
• Adie/St. Charles Rock Road CID
City of St. Louis
• Washington Ave. TDD
• 1133 Washington Ave. CID
Springfield
• College Station TDD
• College Station CID
• Downtown Springfield CID

Sales Tax Rate
10.350%
10.975%

11.600%

9.350%
10.350%

10.100%

11.113%
10.613%

In practice, however, notices about additional
sales taxes often are not posted. The SAO’s most
recent TDD audit revealed that, of the 12 districts
visited, all had businesses that failed to properly
post the increased sales tax rate. That same audit
found that the majority of districts audited
contained no businesses with completely proper
sales tax rate posting. In short, the argumentative
linchpin for allowing the tax is not sturdy. As
things turn out, consumers really aren’t being given
a reasonable chance of knowing that they’re in a
district. And, to make things worse, the CID act
does not even require that a notice of additional
sales taxes be posted.62
SDs are also overlooked in state tax climate indices
such as those produced annually by groups like
the Tax Foundation, which don’t include TDD
and CID sales and use taxes.63 Since SDs operate
below the level of, and independently of, local
government, the taxes they impose are seldom
included in calculations of cumulative tax rates
and burdens. This omission bolsters the misleading
claim that Missouri is a low-tax state.64 In truth,
it is hard for even researchers and analysts to find
information about TDD and CID taxes.
TDDs and CIDs, in effect, impose and collect
taxes that few, if any, ordinary consumers know
about. This is problematic.65
Poor Reporting

11.679%

Above we noted that data on TDD and CID
revenue, spending, and debt are incomplete
or inaccessible. For instance, DOR collects
10.600%
information on TDD and CID sales and use tax
revenues, but only reliably back to 2010 and 2008,
respectively, and doesn’t track property tax or
Source: Missouri Department of Revenue, Sales/Use Tax Rate Tables, https://
special assessment revenue at all. Data on property
dor.mo.gov/business/sales/rates/
taxes and special assessments are available but
not shared or compiled by individual counties,
and while the information is contained in annual
requirement is intended to ensure that consumers are given
financial reports submitted by districts to the SAO, the
reasonable information on whether they are shopping
within a district. In theory, if a retailer posts a notice about information is incomplete. Almost no information in
petitions and district five-year plans is available online.
additional sales taxes by the register, all shoppers will be
For example, if you wanted to see a map of a particular
informed about the TDD tax.
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TDD or CID and find out how much it has collected in
sales, property, and other taxes since it was created, or how
much debt it holds, you would probably be out of luck.
No central, statewide database or report exists for either
TDDs or CIDs. There is a searchable database of political
subdivisions hosted by the SAO, but, again, it is limited.66
This database only contains information on revenues,
expenditures, and debt. The data it relies on come
directly from district officials, and are often incomplete,
inaccurate, and sometimes misleading. It also doesn’t
contain historical data beyond the past five fiscal years. In
short, the best data available is of an overall poor quality.

Lack of Transparency and Oversight
Transparency is an issue at all levels of government, but
especially at the micro-level of TDDs and CIDs. Like
many of the other issues with these districts, the problem
stems from the fact that districts are often formed by
landowners or developers without a vote of the public.
Since many TDDs and CIDs are formed and governed by
a single, private constituent, they have little incentive to
operate openly. This lack of public scrutiny has opened the
door to various issues, ranging from conflicts of interest to
self-dealing.

Reporting on TDDs and CIDs may have been so poor
because standards have been low and information is often
scattered across numerous state and local departments.
For instance, it was just in 2016 that the TDD law was
changed so that districts would incur fines for being late in
reporting annual financial reports.67 That is, even though
the law required that reports be filed, since there were no
penalties for not reporting, a significant number of TDDs
didn’t submit reports at all or didn’t submit them on
time.68 With such standards, and without an enforcement
mechanism until 2016, it’s understandable why the data
available are incomplete.

The same SAO report mentioned above lists a number
of troubling TDD practices. It found that TDD boards
often award contracts to their members’ businesses, extend
sales taxes far beyond what was originally proposed, and
even pay private landowners rent for already constructed
facilities, such as surface parking lots.69 In some cases,
TDDs have even funded—and are allowed to fund in
perpetuity—the maintenance of private facilities. Such
use clearly goes against the original intent of the TDD
law, which was to help fund the capital costs of major
public infrastructure projects. It is also at odds with the
uncontroversial standards of good government.

Also, having data tracked or hosted by DED, DOR,
SAO, MHTC, and local governments makes it difficult to
get a comprehensive picture of TDDs and CIDs. Often
this means that several reports must be reviewed to get a
complete picture of district activity, and sometimes the
data hosted by one agency will conflict with data from
another. Even though TDDs and CIDs are governed by
separate laws, there is little reason why one department or
agency cannot track, review, and host data on both TDDs
and CIDs. If nothing else, these various departments,
agencies, and local governments should be able to work
together to produce a single database or report on TDDs
and CIDs.

CIDs suffer from similar problems. For instance, the
Independence Events Center CID, which was formed
in part by the City of Independence, overpaid the city
by some 800 percent for administrative services.70 In
addition, the CID submitted statutorily required financial
documents to the city months late.71 Other CIDs, such
as the now twice-bankrupt72 Lake Lotawana CID, have
awarded contracts to board members’ firms73 and have
failed to keep board minutes, receipts, and other basic
accounting and financial information.74 The Robinwood
West CID even failed to follow its own purchasing
policy.75 Other CIDs, such as the Big Spring Plaza CID
in Neosho and the Hope Valley CID in Joplin, allegedly
have been robbed of hundreds of thousands of dollars by
consultants working with district officials.76 Some CIDs,
such as the BaratHaven CID in Dardenne Prairie, like
many TDDs, have collected tax revenues in excess of what
it was entitled to collect77 and failed to cease tax collections
in a timely manner.78

Considering that in recent years, TDD and CID annual
revenues have exceeded $100 million, shouldn’t the public
and policymakers be able to easily access reliable and
comprehensive district information? Unfortunately, as
things stand now, they cannot.
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In short, TDDs and CIDs often do not exemplify
principles of good government. Were more residents,
taxpayers, and public officials involved in the creation and
operation of these districts, we suspect fewer transparency
issues would arise.
POLICY RECOMMENDATIONS
TDDs and CIDs present a number of serious policy
problems. How can they be reformed? Given the issues
identified above, the most effective reform or package of
reforms would appear to have two objectives. The first
would be to reduce or eliminate the ability of landowners
and developers to externalize the costs of their projects
onto taxpayers. The second would be to improve the
accountability and transparency of TDDs and CIDs. The
reforms considered below center on these two objectives.
Arguably, reform in this area should be wholesale. A
piecemeal approach runs the risk of merely changing
how TDDs and CIDs take advantage of taxpayers, not
stopping the abuse entirely. That said, legislation that
incorporates several of the reforms below would be a step
in the right direction in protecting taxpayers. At the end of
this section, we provide a summary of proposals we think
would best reform current TDD and CID laws.79
Require Public Votes on District Creation,
Taxes
The root problem with TDDs and CIDs is that a single
property owner or developer can create them and impose
taxes without a public residential vote. A way to address
this is to require public residential votes on TDD and CID
creation, taxes, spending, and board elections.
One way to implement such a reform would be to place
all TDD and CID elections on the general election ballot
of the jurisdiction in which a district lies. If a district falls
within two or more jurisdictions, its elections would be
placed on all affected jurisdiction ballots. For example, if
a CID were proposed within the boundaries of a city or
town, the elections on whether or not to create the district,
authorize its revenue sources, and so on, would be placed
on the general election ballot in that city or town. If a
CID or TDD were proposed in an unincorporated part
of a county, all county voters would be allowed to vote on
whether or not to approve the district.80 In cases where
affected cities have small populations—and policymakers
20

could debate what qualifies as “small”—all county voters
could be allowed to vote on the authorization of the
district.
This reform would help bring TDDs and CIDs to the
attention of more taxpayers. If TDD and CID elections
become a standard part of general elections, more and
more voters will become aware of them and their impact
on taxpayers.
Some might object that this requirement would make
financing development projects too cumbersome and slow.
If approval for a project has to wait for a general election,
interest rates could change and investors may no longer
want to commit to a project, making developments too
financially unpredictable to pursue.
However, if private interests are to directly benefit from
public resources, they ought to be willing to go through
some hoops. Traversing those hoops might take some
time, but that doesn’t mean the hoops shouldn’t be there.
Moreover, elections could also be held on municipal and
primary elections in addition to general elections, meaning
an election on whether to approve or reject a TDD or CID
could occur up to every four months. This requirement
needn’t significantly protract the process by which
developments secure funding. The core idea is that all
registered voters in the immediately impacted jurisdiction
should have a say on whether a SD is to be created, and
that say wouldn’t be confined to a laborious mail-in ballot
election.
Before moving on, two notes about this reform. The first is
that it would only apply to TDDs and CIDs that proposed
to levy sales taxes. If a TDD or CID plans to impose
property taxes or special assessments, property owners are
the affected taxpayers, and they would, under current law,
be given a say on whether or not the taxes or assessments
are collected. Again, the core issue is that TDDs and CIDs
externalize costs via sales and use taxes, not property taxes
or assessments. Also note that CIDs formed as nonprofit
organizations would not require public residential votes
(because nonprofit CIDs cannot impose sales taxes).
Second, the original 1990 TDD law required public
residential votes on TDDs seeking sales taxes, broadly in
the fashion outlined above, until it was changed in 1997.81
Accordingly, this reform would be a reinstatement of the
original law governing TDDs.
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Rescind Sales (and Use) Tax Authority
The reform discussed above would make it significantly
harder to externalize the costs of TDD and CID projects
onto taxpayers from outside a district. If a single developer
or landowner could not, on their own, establish a district
and impose taxes, the incentive to create TDDs and CIDs
would significantly diminish. Convincing residential
voters in an entire city or county that they ought to pay
extra sales taxes to subsidize a private development is not
likely to be easy.
But rather than indirectly reduce the incentive to
externalize costs with general election requirements,
policymakers could eliminate the incentive altogether
by rescinding the sales taxing authority of TDDs and
CIDs. Sales taxes are how developers or landowners
“reach outside” of their districts into the pockets of nonconstituent taxpayers. If TDDs and CIDs could raise
revenue only by means of property taxes and special
assessments, they could not externalize the costs of district
projects by taking advantage of unsuspecting shoppers.
This reform, like the one above, would fundamentally
change the way TDDs and CIDs function in Missouri.
However, rescinding TDD and CID sales taxing authority
would, ceteris paribus, totally eliminate any future
externalization of district costs.
This reform has the benefit of simplicity: were it to go in
effect, changes to election rules or procedures would not
be necessary. The TDD and CID laws would look almost
exactly as they do now, save for sales and use tax language.
So how would TDDs and CIDs fund projects? How could
they get anything done at all?
Were this reform enacted, TDDs and CIDs could
operate much as they were intended. Rather than a
single landowner or developer creating districts with
“community” in their name all on their own, TDDs and
CIDs would be the result of multiple landowners and
residents coming together to collectively share the cost
of projects from which they directly benefit. (Were this
reform alone enacted, single landowners or developers
could still create TDDs and CIDs—there would just be
less reason to do so.) For example, if property owners
in a historic downtown area wanted to revamp their

neighborhood with streetscaping and additional security,
they could form a TDD or CID to collect property taxes
from all involved—all beneficiaries of district projects—to
fund those improvements and services. Again, property
taxes and special assessments internalize costs, so those
who desire and benefit from district projects are the ones
who pay for those projects.
One might object that this reform is appropriate for CIDs
but not TDDs. TDDs were not intended to help fund
modest community projects; they were intended to help
fund infrastructure necessary for major developments.
Forcing TDDs to rely on property taxes or special
assessments would seriously diminish their viability and
might prevent necessary infrastructure projects from being
accomplished. Do we really want to bar, for example, a
section of a city (or an entire city) from creating a TDD to
fund pieces of important infrastructure?
In response to this worry we’d like to note a few things.
First, increasingly, TDDs are used not to help finance
major public infrastructure projects, but instead to
subsidize infrastructure and site improvements for private
projects on private land. To object to the reform currently
being considered by appealing to what TDDs were
intended to do instead of what they actually do is to ignore
the issues discussed above.
Second, this reform could include exceptions for truly
public infrastructure projects. For example, if there were a
genuine public need for a bridge or crossing in a part of a
city, a TDD could be allowed to collect sales taxes to fund
the project. However, this exception would be abused.
Who determines whether a project truly is a public good?
A city council or board of aldermen would be good
candidates, but history (along with the examples provided
above) has shown that public officials are often eager to
help support development projects with taxpayer money.
Theoretically, exceptions for truly public goods would be a
good compromise, but practically, such an exception could
become the norm. Obviously, this wouldn’t be the policy
outcome reformers had hoped for.82
Lastly, we think this reform could be modified so as to
exclude TDDs if it is coupled with the reform above. That
is, it would be appropriate for some TDDs to propose and
collect sales taxes if the taxes are subject to a public vote
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open to all registered voters in the affected jurisdiction(s).
If these two reforms were coupled, CIDs would no longer
be allowed to collect sales taxes (or use taxes), while TDDs
would still be allowed to collect sales taxes but such taxes
would have to win approval from affected voters.83
We should note that reforms have been proposed in the
legislature. For example, in the 2018 legislative session
HB 2168 was proposed and would have capped local
sales tax rates at 12 percent.84 While the bill wasn’t aimed
exclusively at TDDs or CIDs, it would have, effectively,
limited their use in some areas that already have high base
sales tax rates. While this legislation was pointing in the
right direction, we do not think it would have significantly
altered TDD or CID practice (though, of course, it would
have created an important protection for taxpayers in
general). That’s because the base sales tax rate in cities is
rarely 10 percent. So even if the legislation became law it
would have still allowed TDDs and CIDs—which could
overlap and both impose 1 percent sales taxes of their
own—to crop up all across the state.85
Create an Annual Report, Strengthen
Reporting Standards
The availability and quality of information on TDDs and
CIDs is unacceptable. Taxpayers and policymakers should
be able to easily access district information such as annual
revenues, sources of revenues, debt, expenditures, and
more.
A number of reporting reforms could improve data
accessibility and quality. First, the numerous state and
local agencies and departments involved in overseeing
TDDs and CIDs and hosting their financial reports could
create a statewide, comprehensive report. This report,
which could be updated annually, could include the
following information on all active TDDs and CIDs along
with historical data on now-inactive districts.
•

Year formed and proposed date of dissolution

•

Forming entity (e.g., landowner and/or developer,
LTA, etc.)

•

Number of parcels and constituents in district

•

Date of and reason for extension, if any
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•

Purpose of district and proposed district projects

•

Map of district

•

Board membership and any changes thereof with dates

•

Annual revenues for all years active, by type (e.g., sales
tax, property tax, special assessment, etc.)

•

Annual expenditures for all years active

•

Debt (and collateral, if applicable) held as of report
date and at end of fiscal year for each year active

If this information and data were compiled, taxpayers and
policymakers could, for the first time and in one place, see
the true cost of TDDs and CIDs. Again, the SAO only
hosts financial reports for the past five fiscal years and
doesn’t host any information on CIDs formed as nonprofit
organizations. Moreover, the data in these reports is
not always uniform, and many reports simply leave out
important information. In our review of hundreds of
financial reports, we haven’t found a single report that
listed total district revenues or expenditures to date. By
directing the SAO, DED, DOR, MHTC, and other
involved agencies and departments to collect and compile
this information, we can bring TDD and CID records
up to date—where they should have been for years. The
longer it takes to implement this reform, the larger the
project will become.
To facilitate the above reform, TDDs and CIDs could be
required to report on standardized forms. Though such
forms are available, not all districts use them. In some
cases, districts associated with certain cities merely submit
those cities’ comprehensive annual financial reports—
documents sometimes hundreds of pages in length.86
Requiring TDDs and CIDs to report on standardized
forms, and requiring via financial penalty that districts
report the information listed above, should ensure that
more reliable and uniform data becomes available to
taxpayers and policymakers.
Another reform that could improve both data quality
and transparency would be to require that TDD and
CID annual financial reports be audited. Similar reports,
often known as comprehensive annual financial reports
(CAFRs), for government units such as cities, counties,
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and states, are audited for accuracy. Requiring them for
SDs would neither create a serious financial burden nor be
out of the ordinary for a taxing jurisdiction. And if it were
determined that audits would in fact create a significant
financial burden on districts with low revenue, districts
with less than $10,000 in annual revenue could be exempt
from this requirement.
SD reports should also comply with Government
Accounting Standards Board (GASB) reporting standards,
which nearly all general governments comply with.
Following these standards could help improve SD financial
data quality and streamline and make uniform the
reporting process.
There have been some recent, modest reforms aimed at
improving reporting standards. As noted above, in 2016
HB 1418 was signed into law and gave DOR authority
to collect fines from TDDs that failed to submit financial
reports on time. Previously, although fines could be
imposed on TDDs that submitted documents late, DOR
had no authority to collect those fines. This reform gave
teeth to uncontroversial reporting standards which were
already on the books.
In 2018 HB 1858 was signed into law.87 It directs the
DOR to create a single map of all political subdivisions
collecting taxes across the state. With this map, taxpayers
and policymakers will be able to see, for the first time in
one place, the various SDs in their communities. Previous
to this reform, maps of TDDs and CIDs were only
required to be made available during the formation process
and could rarely be accessed after a district was created.
Until this legislation was passed, one might not have been
able to figure out exactly where a particular TDD or CID
was. Given that many districts can encompass a single
property, this reform, if executed properly, could be an
important transparency measure.

oversight of CID expenditures.88 Such a reform would
mean the governing body of the jurisdiction in which a
TDD or CID is located (e.g., a city council or county
commission) would review and be asked to approve
district contracts and spending. Requiring TDDs and
CIDs to follow the procurement practices of the city or
county they’re located in would be worth considering as
well. If TDDs and CIDs are to collect and spend taxes like
local governments, shouldn’t their business be conducted
regularly and in the open like that of local government?
This reform could help bring light to district business
and encourage district officials to spend tax dollars
appropriately. It could also bring TDD and CID business
to the attention of taxpayers and local policymakers in
general. With elected officials at the city and county
levels reviewing district expenditures, there would be an
authority to answer to if conflicts of interest or practices of
self-dealing arose. Legislation could be crafted to include
a requirement that city or county officials—whoever is
reviewing and being asked to approve district spending—
report suspected issues to appropriate state agencies and
departments, such as the SAO and DOR.
Like some of the other reforms discussed above, this
one does not need to apply to districts that collect only
property taxes or special assessments, including CIDs
formed as nonprofits. Districts formed by LTAs and other
local governments may not need to be subject to this
requirement if they follow procurement practices of the
city or county in which they are located.
Summary of Reforms to Prevent the
Misuse of TDDs and CIDs
•

Rescind the authority of TDDs and CIDs to levy
sales and use taxes; or, at the very least, require
public residential votes on the creation, revenue
generation method, projects, and governance
of TDDs and CIDs seeking sales or use taxes.
Developers and landowners have no right to taxpayer
money. If a TDD is pursued to help fund truly public
goods, voters should have a say on whether or not to
approve the sales taxes to support it.

•

SAO, DED, DOR, and MHTC should be required
to compile historical documents, produce

Require Outside Oversight of District
Business
The reforms discussed above could significantly reduce the
misuse of Missouri’s TDD and CID laws. However, there
are other modest reforms that should be considered.
One such reform would be to give local governments the
final say on TDD expenditures, and strengthen existing
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comprehensive reports, and update them annually.
Taxpayers and policymakers should have access to
reliable and comprehensive data on TDDs, CIDs,
and all taxing jurisdictions. Creating and annually
updating a database or report on TDDs and CIDs
will improve transparency and give taxpayers and
policymakers a better idea of how these districts
impact Missouri communities.
•

•

TDD and CID reports should follow uniform
reporting standards, have annual audited financials,
and conform to GASB rules. The information
provided in TDD and CID reports should be
informative, uniform, and concise, and its quality
shouldn’t vary from district to district.
Local jurisdictions should review and approve
TDD expenditures like most other local
government expenditures. Existing oversight of
CID expenditures should be strengthened, with a
requirement that local jurisdictions report districts
suspected of inappropriate spending, procurement,
and other practices. TDDs and most CIDs are local
governments and should operate according to basic
principles of good government. Safeguards should
be in place to ensure districts conduct business
appropriately.

Patrick Tuohey is the director of municipal policy and
Graham Renz is a policy analyst at the Show-Me Institute.
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