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CITY COUNCIL ACTION
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REQUEST FOR COMMITTEE ACTION Date:

[ ] Approved [ ] Denied
[ ]Amended [ ] Tabled

Meeting Date: _ May 30, 2013 |:| Other

Agenda item Number:

Attachments: [XYes [ |No

Originating Department: Planning and Development Services

Agenda Item: Tax Increment Financing and Tax Abatement Update

Recommended Action: Receive for information

Background/Summary: The City of Willmar has used tax increment financing and tax abatement as economic
development tools on a variety of successful projects. Those projects are detailed on the attachment.

Alternatives: N/A

Financial Considerations: N/A

Preparer: Bruce D. Peterson

Comments:
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TAX INCREMENT FINANCING AND TAX ABATEMENT
IN THE CITY OF WILLMAR

TIF Districts/Projects
Beginning in the late 1970’s, the City of Willmar has created 14 tax increment financing districts
to assist worthy projects. Those projects were:

= Accurpress *

e Bethesda Sunrise Village **
= Brinton Veterinary Supply *
®  Cashwise ***

s Center City ****

= Conference Center *

= Highland Apartments **

= Jjennie-O(2) *

= Lakeview BK *¥**

= Phoenix on Fifth ****

E  Relco *

®  Shared Health Resources ****
= Shuttlecraft *

= Somody Supply *

=  West Central Steel *

* Economic Development District
** Housing District
*** Soils Connection District
**** Redevelopment District

As of 2012, all districts had been decertified and financial management completed. No
additional State reporting will be required, unless new TIF projects are funded.

All districts were created as per statute, and all the related projects were successfully
completed with no negative impact to the City.

TIF offered the City a tool to assist with a variety of projects that increased the tax base and
created many jobs, in addition to maintaining jobs and stabilizing the downtown.

Changes to TIF statutes have reduced its desirability as an economic development tool. Given
the right set of circumstances, it could be a tool used for future projects.
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Tax Abatement Projects

The City first used tax abatement as an economic development tool in 2004 to assist Gurley’s
Foods with a major expansion. Since then, tax abatement has been used to assist four other
projects. Those projects (and abatement terms) are summarized as follows:

e Gurley’s Foods — expires 2015 — abatement not to exceed $34,700

e Northern Factory Sales — expired 2012 — abatement totaled $17,371

e  Minn West Technology Campus — expires 2016 —abatement on non-JOBZ properties
e West Central Steel — expires 2016 — abatement not to exceed $44,500

e Torgerson Properties — 2016 to 2025 — abatement not to exceed $189,750

Like the TIF projects, each abatement project has been successful, reflecting the proper use of
the tool.

Business subsidy reports are filed annually with the Minnesota Department of Employment and
Economic Development for qualifying abatement projects.

State statutes limit the total amount of property taxes to be abated annually to the greater of
10% of the current levy or $200,000. The total amount abated by the City has not exceeded
25% of the allowable limit or $50,000. With the expiration of the Minn West abatement in
2016, that figure will be reduced to $23,050, as only the Torgerson abatement will remain.

Summary
The City, should be proud of the prudent use of these tools and the economic benefits provided

to the community.
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Committee as a recommended policy that will guide the use of tax abatement as an economic development tool, while
at the same time providing the City the flexibility they need to consider and make informed decision on tax abatement
requests.

Alternatives: 1. Adopt the policy as presented.
2. Amend the policy for adoption.
3. Refer back to staff for additional research or information.

Financial Considerations: The policy presents no financial considerations, except the ramifications of each abatement
approved.

Preparer: Bruce D. Peterson

Comments:




CITY OF WILLMAR
TAX ABATEMENT POLICY

PURPOSE

1.01  The purpose of this policy is to establish the City of Willmar’s position as it relates to
the use of tax abatement. This policy shall be used as a guide in processing and
reviewing applications requesting tax abatement.

STATUTORY AUTHORITY

2.01 Pursuant to Minnesota Statutes Chapter 469.1812 through 469.1815, cities are
authorized to provide tax abatements for economic development purposes. In
accordance with the City of Willmar Business Subsidy Policy, tax abatement
requests must comply with applicable state statues.

ELIGIBLE USES
3.01 As a matter of adopted policy, the City of Willmar will consider using tax abatement

to assist private development only in those circumstances in which the proposed
private projects meet one or more of the following uses:

A. To redevelop blighted or under-utilized areas of the community.
B. To meet the following housing-related needs:
1. To provide a diversity of housing not currently provided by

the private market.

2. To provide a variety of housing ownership alternatives and
housing choices.

3. To promote affordable housing for low or moderate-income
individuals.
4. To promote neighborhood stabilization and revitalization by

the removal of blight and the upgrading of existing housing
stock in residential areas.

C. To remove blight and encourage redevelopment in the commercial
and industrial areas of the City in order to encourage high levels of
property maintenance and provide reinvestment in those areas.

D. To increase the tax base of the City in order to ensure the long-term
ability of the City to provide adequate services for its residents,
while lessening the reliance on residential property taxes.

E. To retain local jobs, increase the local job base, and provide diversity
in the job base.



4.

To increase the local business and industrial market potential of the
City of Willmar.

To encourage additional unsubsidized private development in the
area, either directly, or through secondary “spin-off’ development.

To offset increased costs of redevelopment, over and above those
costs that a developer would incur in the course of a typical
development.

To accelerate the development process and to achieve development
on sites which would not be developed without an abatement.

PROJECT APPROVAL CRITERIA

4.01

All new tax abatement projects approved by the City of Willmar should meet the
following mandatory minimum approval criteria. However, it should not be
presumed that a project meeting these criteria would automatically be approved.
Meeting these criteria creates no contractual rights for any potential developer.

A.

The abatement shall be provided within applicable state legislative
restrictions, State Auditor interpretation, debt limit guidelines, and
other appropriate financial requirements and policies.

The project should meet one or more of the uses identified in Section
3, Eligible Uses.

The project must be consistent with the Willmar Comprehensive
Land Use Plan and Willmar Zoning Ordinance, or required changes
to the Comprehensive Land Use Plan and Zoning Ordinance must be
under active consideration by the City at the time of approval.

Assistance will not be provided solely to broaden a developer’s profit
margins on a project. Prior to consideration of a tax abatement
request, the City may undertake an independent underwriting of the
project to help ensure that the request for assistance is valid.

Prior to approval of a tax abatement, the developer shall provide any
required market and financial feasibility studies, appraisals, soil
borings, information provided to private lenders for the project, and
other information or data that the City or its financial consultants
may require in order to proceed with an independent underwriting,

Any developer requesting tax abatement should be able to
demonstrate past successful general development capability, as well
as specific capability in the type and size of development proposed.

The developer must retain ownership of the project at least long
enough to complete it, to stabilize its occupancy, and to establish the
project management.



H. The level of tax abatement should be reduced to the lowest possible
level and least amount of time by maximizing the use of private and
equity financing sources or income producing vehicles that can be
structured into the project financing, prior to using additional
business assistance funding.

PROJECT EVALUATION CRITERIA

5.01

5.02

5.03

All projects will be evaluated by the City Council on the following criteria for
comparison with other proposed business assistance projects reviewed by the City,
and for comparison with other subsidy standards (where appropriate). It is realized
that changes in local markets, costs of construction, and interest rates may cause
changes in the amount of business assistance subsidies that a given project may
require at any given time.

Some criteria, by their very nature, must remain subjective. However, “benchmark”
criteria maybe established for review proposes. The fact that a given proposal meets
one or more “benchmark” criteria does not mean that it is entitled to funding under
this policy, but rather that the City is in position to proceed with evaluations of (and
comparisons between) various business assistance proposals, using uniform
standards whenever possible.

Following are the evaluation criteria that will be used by the City of Willmar:

A. All proposals should, in the opinion of the City Council, optimize the
private development potential of a site.

B. All proposals should, in the opinion of the City Council, create the
highest feasible number of jobs on the site or otherwise satisfy
economic development goals and priorities of the City at the time of
application. All proposals shall meet the Business Subsidy Policy
established by the City.

C. Tax abatement will not be separate work provided when the
business requesting assistance would be in direct competition with
an established business in the community unless it is clearly
demonstrated that the business provides a service or use
underserved and/or in high demand in the city.

D. Tax abatement should usually not be used to support speculative
industrial, commercial, and office projects.

E. Tax abatement will usually not be used in a project that involves an
excessive land and/or property price.

F. Tax abatement will not be used when the developer’s credentials, in
the judgment of the City, are inadequate due to past track record
relating to: timeliness and quality level of completed projects,
general reputation, bankruptcy, credit worthiness, or other relevant
consideration by the City.



G. Tax abatement will usually not be used for projects that would
generate significant environmental problems in the opinion of the
local, state, or federal governments.

H. Tax abatement should not be provided to those projects that fail to
meet good public policy criteria as determined by the Council,
including: poor project quality; projects that are not in accord with
the comprehensive plan, zoning, redevelopment plans, and city
policies; projects that provide no benefit or improvement to
surrounding land uses, the neighborhood, and/or the City; projects
that do not have significant new, or retained, employment; projects
that do not meet financial feasibility criteria established by the City’
and projects that do not provide the highest and best desired use for
the property.

PROJECT FINANCING

6.01

6.02

Tax abatement assistance can be provided in one of two different forms. One form is
“pay as you go” wherein the City compensates the applicant for a predetermined
amount for a predetermined number of years, allowing a portion of semi-annual tax
payments to be repaid to the applicant after payment of property taxes by the
applicant. The City will give special consideration to applicants applying for “pay as
you go” assistance.

Another form of assistance is “up front” payment to the applicant wherein the City
must issue revenue or general obligation bonds. The increased tax generated by the
applicant’s project is then used for repayment of the bonds. The City, because of the
additional risk incurred in case of default, does not look upon this form of assistance
favorably.

APPLICATION AND FEES

7.01

7.02

All requests for tax abatement shall be made using the forms/format required by
the City.

The City shall require a deposit in the amount of $2,500 from the applicant for the
City to investigate the feasibility of providing tax abatement assistance to the
applicant’s project. If the costs reach the deposited amount, the City shall notify the
applicant in writing and the applicant will be required to deposit additional funds
prior to any additional work on the project being completed. If the tax abatement is
approved and the applicant proceeds with the project, the City shall reimburse the
applicant the amount of the deposit as an eligible abatement project cost. If the
applicant does not proceed with the project, the City shall reimburse the applicant
the unused portion of the deposit.

Dated: June 3, 2013



