INTRODUCTION

BACKGROUND


Private developers are proposing redevelopment of property currently occupied by the vacated St. Anne’s School and adjoining residential structure.  These properties are located on Lots 13, 14, 15 and 16, Block 27, Town of Le Sueur (See map on page 3).  Redevelopment of this property will include demolition of the existing structures and site clearance to be followed by construction of a 12-unit, three-story, owner-occupied condominium building.  Construction of the project is tentatively scheduled to begin in spring/summer 2005.  The estimated cost of the project is:

· Property (Assessor's market value)
$91,100

· Site Work (Contractor estimate)
250,000

· Building (Contractor estimate)
  2,058,900
· TOTAL
$2,400,000
If approved tax increment financing will be pay for eligible redevelopment costs, including but not limited to, property acquisition, building demolition (including asbestos removal) and site clearance.

DEFINITIONS

For the purpose of the Tax Increment Financing Plan, the following terms shall have the meanings specified below, unless the context otherwise requires.

"Authority" means the City of Le Sueur Economic Development Authority created pursuant to Minnesota Statutes, section 469.003, which has been empowered by resolution of the City Council to exercise all the powers contained in Minnesota Statutes, section 469.090 to 469.108, the powers of a housing and redevelopment authority under Minnesota Statutes, sections 469.001 to 469.047 or other law, and the powers of a city under Minnesota Statutes, sections 469.124 to 469.134 or other law.

"City" means the City of Le Sueur, Minnesota.

"City of Le Sueur, Minnesota, Economic Development Authority Redevelopment Project" or "Project" is a redevelopment project as defined in Minnesota Statutes, section 469.002, subdivision 14, and means any work or undertaking:

1.  to acquire blighted areas and other real property for the purpose of removing, preventing, or reducing blight, blighting factors, or the causes of blight;

2. to clear any areas acquired and install, construct or reconstruct streets, utilities, and site improvements essential to the preparation of sites for uses in accordance with the redevelopment plan;

3.  to sell or lease land so acquired for uses in accordance with the redevelopment plan;

4.  to prepare a redevelopment plan, and to incur initiation, planning, survey and other administrative costs of a redevelopment project, and to prepare technical and financial plans and arrangements for buildings, structures, and improvements and all other work in connection therewith; or

5.  to conduct an urban renewal project.  The term "urban renewal project" may include undertakings and activities for the elimination or for the prevention of the development or spread of slums or blighted or deteriorating areas and may involve any work or undertaking for that purpose constituting a redevelopment project or any rehabilitation or conservation work.  For this purpose, "rehabilitation or conservation work" may include (i) carrying out plans for a program of voluntary or compulsory repair and rehabilitation of buildings or other improvements; (ii) acquisition of real property and demolition, removal, or rehabilitation of buildings and improvements thereon where necessary to eliminate unhealthful, unsanitary or unsafe conditions, lessen density, reduce traffic hazards, eliminate obsolete or other uses detrimental to the public welfare, or to otherwise remove or prevent the spread of blight or deterioration, to promote historic and architectural preservation, or to provide land for needed public facilities; (iii) installation, construction, or reconstruction of streets, utilities, parks, playgrounds, and other improvements necessary for carrying out the objectives of the urban renewal project; (iv) the disposition, for uses in accordance with the objectives of the urban renewal project, of any property or part thereof acquired in the area of the project; provided that the disposition shall be in the manner prescribed in sections 469.001 to 469.047 for the disposition of property in a redevelopment project area; (v) relocation within or outside the project area of structures that will be restored and maintained for architectural or historic purposes; (vi) restoration of acquired properties of historic or architectural value; and (vii) construc​tion of foundations and platforms necessary for the provision of air rights sites.

"City Council" means the City Council of the City of Le Sueur, Minnesota.


"County" means the County of Le Sueur, State of Minnesota.


"Plan" means the City of Le Sueur, Minnesota, Economic Development Authority Tax Increment Financing Plan for Tax Increment Financing District No. 17 prepared pursuant to the provisions of Minnesota Statutes, sections 469.174 to 469.179, which provides a statement of objectives, the development program, development activities, project timing, budget estimates, estimated impact on affected taxing jurisdictions, identification of studies or analysis used to determine need for financing and identification of parcels to be included in the District.

"Redevelopment Plan" means the City of Le Sueur, Minnesota, Economic Development Authority Redevelopment Project Plan modified June 26, 1989, prepared pursuant to the provisions of Minnesota Statutes, Chapter 469, which is sufficiently complete to conform to the requirements for the preparation of a redevelopment plan as defined in Minnesota Statutes, section 469.002, subdivision 16, and development program as defined in Minnesota Statutes, section 469.125, subdivision 3.

"Redevelopment District" means a type of tax increment financing district consisting of a project, or portions of a project, within which the authority finds by resolution that the following condition, reasonably distributed throughout the district, exists: parcels consisting of 70 percent of the area of the district are occupied by buildings, streets, utilities, paved or gravel parking lots, or other similar structures and more than 50 percent of the buildings, not including outbuildings, are structurally substandard to a degree requiring substantial renovation or clearance.


"Tax Increment Financing District No. 17" or "District" means a contiguous or noncontiguous geographic area within a project delineated in the tax increment financing plan, as provided by section 469.175, subdivision 1, for the purpose of financing redevelopment, housing or economic development in municipalities through the use of tax increment generated from the captured net tax capacity in the tax increment financing district. 

PURPOSE OF TAX INCREMENT FINANCING PLAN

The District is being established pursuant to Minnesota Statutes, Chapter 469, in order to give the Authority and City Council the authority to use tax increment financing as a funding source.  Under Chapter 469, a tax increment district has to be established as a housing district, a redevelopment district, a renewal and renovation district, a soils condition district or an economic development district.  Since this area qualifies as a redevelopment district, pursuant to Minnesota Statutes, section 469.174, subdivision 10(a)(1), it will have duration of twenty-five years from the date of receipt by the Authority of the first tax increment.

Formation of the District improves the quality of life in the community by financing eligible Project costs, which results in the redevelopment of underused and substandard properties and enhancement of the tax base.

	LOCATION MAP FOR

TAX INCREMENT FINANCING DISTRICT NO. 17

LE SUEUR, MN
NOTE: Tax increment Financing District No. 17 is located in City of Le Sueur, Minnesota, Economic Development Authority Redevelopment Project, the boundary of which is identical to the Le Sueur city boundary.


TAX INCREMENT FINANCING PLAN

RELATIONSHIP OF TAX INCREMENT DISTRICTS TO REDEVELOPMENT PROJECT


The Authority and City Council have previously adopted the Redevelopment Plan in order to facilitate development and redevelopment within the Project area.


Redevelopment project law also authorizes the use of tax increment funds to pay for Project improvements. When using tax increment funds, it is necessary to adopt a tax increment financing plan according to Minnesota Statutes, sections 469.174 to 469.179, inclusive.  This Plan sets forth the requirements for establishing a tax increment financing district and adopting a tax increment financing plan, the purpose of which is to finance redevelopment costs authorized by the Redevelopment Plan as specifically enumerated in this Plan.

DESCRIPTION OF DEVELOPMENT PROPOSAL


Private developers are proposing redevelopment of property currently occupied by the vacated St. Anne’s School and adjoining residential structure.  These properties are located on Lots 13, 14, 15 and 16, Block 27, Town of Le Sueur.  Redevelopment of this property will include demolition of the existing structures and site clearance to be followed by construction of a 12-unit, three-story, owner-occupied condominium building.  Construction of the project is tentatively scheduled to begin in spring/summer 2005.  The estimated cost of the project is:

· Property (Assessor's market value)
$91,100

· Site Work (Contractor estimate)
250,000

· Building (Contractor estimate)
  2,058,900
· TOTAL
$2,400,000
The Developer has requested that the Authority use tax increment to pay for eligible redevelopment costs.  These costs include, but are not limited to, acquiring properties containing structurally substandard buildings or improvements, acquiring adjacent parcels necessary to provide a site of sufficient size to permit development, demolition and rehabilitation of structures, clearing of the land, and installation of utilities, sidewalks, and parking facilities for the site.  The allocated administrative expenses of the Authority may be included in the qualifying costs. 

The Authority's use of tax increment financing will be provided via the "pay-as-you-go" tax increment financing.  Under the "pay-as-you-go" program, the Developer pays for eligible redevelopment costs.  These costs are then reimbursed to the Developer on a semi-annual basis in an amount not to exceed an agreed upon percentage of the tax increment collected from the District.  This "buy down" will occur over the life of the District or until all agreed upon costs have been reimbursed.  The intent of this method is to apply all the savings from the "pay-as-you-go" tax increment financing to reduce the project cost.

LIST OF PARCELS INCLUDED IN DISTRICT NO. 17
The following parcels are located in the District: 
R21.800.2370 (residential structure)

R21.800.2380 (vacated school) 
BOUNDARY DESCRIPTION OF DISTRICT NO. 17
The following property is included in the District: Lots 13, 14, 15 and 16, Block 27, Town of Le Sueur.

FINDINGS

Minnesota Statues, section 469.175, subdivision 3, requires that prior to municipality approval of a tax increment financing plan the statutory findings of Minnesota Statutes, section 469.175, subdivision 3, must be made and the reasons for those findings must be set forth in writing along with supporting facts for each determination.  The findings and supporting facts for the District are as follows:

1.  FINDING.  That the proposed tax increment financing district is a redevelopment district.

SUPPORTING FACTS.  Minnesota Statutes, Chapter 469, provides for five types of districts -- a redevelopment district, renewal and renovation district, soils condition district, a housing district, and an economic development district -- each serving a well-defined need and each having different qualifying standards.  Tax Increment Financing District No. 17 is a "Redevelopment District".  Minnesota Statutes, section 469.174, subdivision 10(a)(1), defines "Redevelopment District".  This definition is also set forth on page 1 of this Plan.

In order to qualify as a "Redevelopment District" the property must meet the following requirements:

A.  Parcels consisting of 70 percent of the area of the District must be occupied by buildings, streets, utilities, paved or gravel parking lots or other similar structures.  The District consists of two parcels.  The District is 100 percent occupied by buildings, streets, utilities, paved or gravel parking lots or other similar structures; thus exceeding the statutory requirement of 70 percent.

B.  More than 50 percent of the buildings in the District, not including outbuildings, are structurally substandard to a degree requiring substantial renovation or clearance.  The District contains two buildings.  The Authority has conducted surveys and inspections of the building located within the District.  Two buildings, equaling 100 percent, have been found to be substandard to a degree requiring substantial renovation or clearance; thus exceeding the statutory requirement of 50 percent.

The Authority have examined the buildings according to the requirements of Minnesota Statutes, section 469.174, subdivision 10(c) and determined that the proposed District is a redevelopment district pursuant to Minnesota Statutes, section 469.174, subdivision 10(a)(1).  The reasons and supporting facts for the determination that the District meets the criteria of section 469.174, subdivision 10(a)(1), must be documented in writing and retained and made available to the public by the Authority until the District has been terminated.

2.  FINDING.  That the proposed development or redevelopment, in the opinion of the municipality, would not reasonably be expected to occur solely through private investment within the reasonably foreseeable future and that the increased market value of the site that could reasonably be expected to occur without the use of tax increment financing would be less than the increase in the market value estimated to result from the proposed development after subtracting the present value of the projected tax increments for the maximum duration of the District permitted by the Plan.

SUPPORTING FACTS.  The proposed development, in the opinion of the City, would not reasonably be expected to occur solely though private investment within the reasonably foreseeable future. This finding is supported by the fact that the District is comprised of two parcels in an area of the City that is in need of redevelopment.  The parcels are occupied by a vacated school and residential structure, which are outdated, dilapidated and substandard.  The buildings contains a combination of deficiencies in essential utilities and facilities, light and ventilation, fire protection including adequate egress, layout and condition of interior partitions, and similar factors, which defects or deficiencies are of sufficient total significance to justify clearance to accommodate planned redevelopment for residential purposes.

The proposed redevelopment for this District consists of a 12-unit, three-story, owner-occupied condominium building.  Without public assistance, including tax increment financing, it would not be possible to justify clearance to accommodate planned redevelopment for residential purposes.

Furthermore, the City has determined that the increased market value of the site that could reasonably be expected to occur without the use of tax increment financing would be less than the increase in the market value estimated to result from the proposed development after subtracting the present value of the projected tax increment for the maximum duration of the District permitted by the Plan.  The City supports this finding on the grounds that the costs to remove the existing structures and redevelop the site increases the total redevelopment cost beyond the ability of private financing to fund the project and obtain a return on investment.  The City recognizes the impediments to redevelop in the absence of public assistance, and, therefore agrees that tax increment assistance is reasonably necessary for the redevelopment to proceed.  Therefore, the City reasonably determines that no other development of any kind is anticipated on this site without substantially similar assistance being provided to the redevelopment project.  Accordingly, the increased market value anticipated without tax increment assistance is $0.

A comparative analysis of the estimated market values both with and without establishment of the District and the use of tax increments has been performed.  If all proposed development that is to be assisted with tax increments occurs in the District, the total increased market value would be up to $1,862,800.  The estimated present value of District tax increments, discounted at 6.25%, is $189,706.  It is the City's finding that no development with a market value of greater than $1,673,094 would occur without tax increment assistance in the reasonably foreseeable future.  This finding is based upon general past experience wherein the extraordinary costs of redevelopment hamper and discourage public/private redevelopment efforts.
3.  FINDING.  That the tax increment financing plan conforms to the general plan for the development or redevelopment of the municipality as a whole.

SUPPORTING FACTS.  The tax increment financing plan conforms to the general plan of the City of Le Sueur for the following reason:


A.  The Project area will be developed according to the general plan for the city.


B.  The general plan for the community supports the development/redevelopment of the Project area in that it provides for reinvestment in the residential tax base and additional housing choices to community residents.

4.  FINDING.  That the tax increment financing plan will afford maximum opportunity, consistent with the sound needs of the municipality as a whole, for the development or redevelopment of the project by private enterprise.

SUPPORTING FACTS.  The City of Le Sueur, in approving the Redevelopment Plan has prepared a blueprint for redevelopment and job creation.  The Redevelopment Plan encourages cooperation with private enterprise.  Information contained in the Redevelopment Plan along with other City plans and reports has been used in the preparation of this Plan.  Based upon the objective of cooperation and guidance from adopted City plans and ordinances, the Authority and City have determined Project costs which will be paid for by tax increment revenues. As the Financial Plan contained on pages 9 through 16 of this Plan indicates, the Authority and City intend to concentrate the use of tax increment revenue on those improvements which would not reasonably be expected to occur solely through private action.  Private enterprise will be responsible for the vast majority of the expenses and activities normally associated with land development.

REDEVELOPMENT PLAN OBJECTIVES


The Authority determines that it is necessary, desirable and in the public interest to establish, designate, redevelop and administer the City of Le Sueur, Minnesota, Economic Development Authority Redevelopment Project Plan in the City pursuant to the provisions of Minnesota Statutes, sections 469.001 to 469.047.  The undertaking of redevelopment activities and the construction of certain public and private improvements in the Project area are unlikely without public involvement; therefore, public participation is necessary to the redevelopment of the Project area.  The Authority further determines that the entire cost of a Project as defined in Minnesota Statutes, section 469.002, subdivision 12, including administrative expenses of the Authority allocable to the Project and debt charges and all other costs authorized to be incurred by the Authority in Minnesota Statutes, section 469.001 to 469.047, shall be known as the public redevelopment cost and that the funding of these costs may be undertaken through tax increment financing, as well as, other appropriate sources.  Any public or private activity when funded by the Authority shall demonstrate the need for such financing and how said financing is going to be repaid if it is a loan.  In the case of a grant or tax increment financing, the benefits to the community, such as job opportunities, increased tax base or removal of blighting conditions, shall be demonstrated.


The Authority seeks to achieve the following objectives through this Plan:


1.  Promote and secure the prompt redevelopment of property in the Project in a manner consistent with the City's zoning ordinance, with the City's comprehensive plan, and with minimal adverse impact on the environment, which property is less productive because of the lack of proper utilization and lack of investment.


2.  Promote and secure additional employment opportunities within the City for residents of the City and the surrounding area, thereby improving living standards and preventing unemployment and the loss of skilled and unskilled labor and other human resources.


3.  Provide increased employment opportunities and as much as possible seek business, which employ the unemployed and underemployed.


4.  Secure the increase of property subject to taxation by the City, Independent School District No. 2397, Le Sueur County and any other taxing jurisdictions to better enable such entities to pay for public improvements and governmental services and programs required to be provided by them.


5.  Secure the construction and provide funds for the payment of the public redevelopment cost of the Project.


6.  Provide maximum opportunity, consistent with the needs of the City for development by private enterprise.


7.  Encourage the retention and expansion of existing intensive businesses.


8.  Preserve and encourage the rehabilitation and/or expansion of structures within the Project area.


9.  Provide adequate streets, utilities, and other public improvements and facilities to enhance the area for both new and existing development.


10.  Establish an orderly transition between the Project and surrounding residential areas.


11.  Create effective buffers, screens, and/or transitions between residential and non-residential uses to minimize the potential blighting effects of divergent land uses.


12.  Achieve a high level of design and landscaping quality to enhance the physical environment.


13.  Remove structurally substandard buildings for which rehabilitation is not feasible.


14.  Acquire and remove economically or functionally obsolete or underutilized buildings.

15.  Acquire land and/or buildings, which are vacant or underused, including public or semi-public properties already, devoted to a public use, which is underutilized or inappropriately used.


16.  Acquire property of irregular form and shape or inadequate size, which has prevented normal development.

17.  Eliminate blighting influences that impede potential development.

18.  Assist with land assembly for new and expanding residential, commercial and industrial development.


19.  Provide development sites of such size and character to assure the development of the Project area.

REDEVELOPMENT PLAN FOR PROJECT AREA


Minnesota Statutes, section 469.175, subdivision 1(2) requires:  "A statement as to the development program for the project, including the property within the project, if any, which the authority intends to acquire;".


The Redevelopment Plan for the Project is delineated in a report entitled "City of Le Sueur, Minnesota, Economic Development Authority Redevelopment Project Plan dated June 21, 1989", and is on file in the City administrator's office.  By this reference, said Redevelopment Plan is incorporated as part of this Plan.

TAX INCREMENT DISTRICT DEVELOPMENT ACTIVITIES

Development activities to be financed in whole or in part as a result of the implementation of this Plan include:

1.  Building demolition (including asbestos removal), site clearance and site improvements in the District to assist with the redevelopment of a 12-unit, three-story, owner-occupied condominium building.

2.  The preparation of a public/private-financing package, including pay-as-you-go tax increment financing.

All of the proposed activities and improvements are within the boundaries of the Project and Tax Increment Financing District No. 17.  The above activities are, at the time of preparation of this Plan, the only activities proposed as a result of establishing the District.  No contract has been entered into at the time of preparation of this Plan pursuant to Minnesota Statutes, section 469.175, subdivision 1(3), for completion of any of the activities.

CONFORMANCE WITH PLAN FOR THE CITY

The Authority and City Council, by approval of this Plan, believe that creation and implementation of the District meets the intent of the plan for the City by maintaining the quality of existing development, and improving the quality of life through orderly planned improvements.

PROCEDURE FOR MAKING MODIFICATIONS IN AN APPROVED TAX INCREMENT PLAN

The Plan may be modified, provided that the Authority and City Council under provisions of Minnesota Statutes, section 469.175, subdivision 4 shall approve the modification, as follows:

(a) A tax increment financing plan may be modified by an authority, provided that any reduction or enlargement of geographic area of the project or tax increment financing district, increase in amount of bonded indebtedness to be incurred, including a determination to capitalize interest on the debt if that determination was not a part of the original plan, or to increase or decrease the amount of interest on the debt to be capitalized, increase in the portion of the captured net tax capacity to be retained by the authority, increase in total estimated tax increment expenditures or designation of additional property to be acquired by the authority shall be approved upon the notice and after the discussion, public hearing, and findings required for approval of the original plan; provided that if an authority changes the type of district from housing, redevelopment, or economic development to another type of district, this change shall not be considered a modification but shall require the authority to follow the procedure set forth in sections 469.174 to 469.179 for adoption of a new plan, including certification of the net tax capacity of the district by the county auditor.  If a redevelopment district or a renewal and renovation district is enlarged, the reasons and supporting facts for the determination that the addition to the district meets the criteria of section 469.174, subdivision 10, paragraph (a), clauses (1) and (2), or subdivision 10a, must be documented.  The requirements of this paragraph do not apply if (1) the only modification is elimination of parcels from the project or district and (2)(A) the current net tax capacity of the parcels eliminated from the district equals or exceeds the net tax capacity of those parcels in the district's original net tax capacity or (B) the authority agrees that, notwithstanding section 469.177, subdivision 1, the original net tax capacity will be reduced by no more than the current net tax capacity of the parcels eliminated from the district.  The authority must notify the county auditor of any modification that reduces or enlarges the geographic area of a district or a project area.

(b) The geographic area of a tax increment financing district may be reduced, but shall not be enlarged after five years following the date of certification of the original net tax capacity by the county auditor or after August 1, 1984, for tax increment financing districts authorized prior to August 1, 1979. 

RELOCATION POLICY

The City does not envision that tax increments will be required to relocate persons or businesses to implement this Plan.  However, if in the future the City determines that the use of tax increment funds are required for relocation, the City shall implement procedures that are in compliance with the Uniform Relocation Act and any person or business affected shall be treated according to those laws, rules and regulations.

PROPERTY ACQUISITION AND DISPOSITION

The Plan does not anticipate that any property will be acquired with tax increments to implement the development.  If future development activities require the use of tax increment funds for property acquisitions, the Plan shall be modified and the City will follow its policies and procedures for property acquisition.

NOTIFICATION OF PRIOR PLANNED IMPROVEMENTS

Minnesota Statutes, section 469.177, Subdivision 4 requires that the request for certification of original tax capacity be accompanied by a listing of properties within the tax increment district for which building permits have been issued in the 18 months preceding approval of the tax increment financing plan.  The City has searched its records and determined that no building permits have been issued for properties in the district in the 18 months immediately preceding approval of the Plan.  Based on information to be submitted to the Le Sueur County Auditor, it is estimated the most recent tax capacity will be 820.

METHOD OF FINANCE

The Authority and City Council elect to use tax increment financing pursuant to Minnesota Statutes, Chapter 469, to finance all or part of the costs of the Project.  By electing this method of financing, the Authority and City Council are not precluding the use of other methods provided by State law.

FINANCIAL PLAN

ESTIMATE OF PUBLIC COST

The following is an estimate of capital and administrative costs including cost of District indebtedness, source of revenue, most recent tax capacity, and estimate of captured tax capacity.

1.  Uses of Funds.  Uses of funds within the District will pay for redevelopment costs.  The Authority will reimburse itself for initial and on-going administrative costs.  Costs that may be funded in the Project area because of the formation of District No. 17 include:

	A.  Redevelopment costs
	$300,365

	B.  District administration
	

	(Not to exceed 5% of annual increment)
	15,809

	C.  State auditor fee
	      1,110

	TOTAL USE OF FUNDS
	$317,284


2.  Source of Funds.  Tax increments are the primary source of funds to reimburse District costs:

	A. Estimated tax increment
	$317,284

	TOTAL SOURCES OF FUNDS
	$317,284


FINANCING ASSUMPTIONS

Tax increment will be used to finance activities in the Project area.  The following information and assumptions were used to calculate financing costs for the activities in the Project area.  

1.  Construction of the condominium redevelopment project, within the District, will commence in the spring of 2005, with completion by December 31, 2005. 

2.  Financing of the Project activities will be undertaken in 2005.

3.  The first tax increment will be collected from the District in 2007 payable from the 2006 tax levy.  Increment may be collected for up to twenty-six years (2007 through 2032, inclusive).  The Authority proposes to limit the duration of the District to fifteen increment years as per Table 1 on page 11.
4.  The 2004 local tax rate of 113.551% and 2005 tax values were used to calculate the estimate of increment in this Plan. The project is classified as "Class 1a Residential Homestead".  The classification rate for this type of property, for taxes payable in 2005, is 1% market value.

5.  Annual tax increments as per Table 1 in 2007 through 2021, generated as a result of formation of this District, will be one source of funds used to finance the Project area activities.

6.  Increment revenues will be used to finance capital and administrative costs resulting from the Project activities.  All tax increment generated by the formation of this District will be used to finance the activities of the Plan.  The Authority elects to use 100% of the available tax increment over the total life of the District to finance activities in the District.

7.  The Authority will use annual tax increments as per Table 1 to service Project costs.  "Project costs" means all expenditures of the Authority or reimbursement of eligible Developer costs for the purchase of land or amounts paid to contractors or others providing materials and services, including architectural and engineering services, directly connected with the physical development of the real property in the District, including interest thereon.  Project costs also include all administrative expenses as defined in Minnesota Statutes, section 469.174, subdivision 14.  Based upon an annual debt service as per Table 1, the Authority would be able to finance total Project costs of up to $317,284, including $300,365 of capital expenditures and administrative expenses of $15,809.  The first increment would be available to the Authority in 2007 and would continue through 2021.
ESTIMATE OF MARKET VALUE AND TAX INCREMENT

Table 1 shows the estimate of market value and tax increment used to establish a budget in this Plan.

	TABLE 1: TAX INCREMENT CALCULATIONS

	Local Tax Rate = 113.551% (Le Sueur, Payable 2004)

	Property Classification: Class 1a Residential Homestead

	100% Completion before December 31, 2005

	Estimated Completion Market Value: $1,944,800

	YEAR
	BASE
	PROJECT'S
	CAPTURED
	PROJECT'S
	LESS OSA
	ADJUSTED
	LESS
	NET

	TAXES
	TAX
	TAX
	TAX
	ANNUAL
	FEE OF
	TAX
	ADMIN.
	ANNUAL

	PAYABLE
	CAPACITY
	CAPACITY
	CAPACITY
	TIF
	0.350%
	INCREMENT
	OF 5%
	TIF

	2005
	820
	0
	0
	0
	0
	0
	0
	0

	2006
	820
	0
	0
	0
	0
	0
	0
	0

	2007
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2008
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2009
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2010
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2011
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2012
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2013
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2014
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2015
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2016
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2017
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2018
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2019
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2020
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	2021
	820
	19,448
	18,628
	21,152
	74
	21,078
	1,054
	20,024

	TOTALS
	
	
	
	$317,284
	$1,110
	$316,174
	$15,809
	$300,365


SOURCES OF REVENUE

The primary source of revenue to be used to finance public costs associated with the development project in the District is tax increment generated as a result of the taxation of the land and improvements in the District.  Tax increment financing refers to a funding technique that utilizes increases in net tax capacity and the property taxes attributed to new development to finance, or assist in the financing of public development costs.  The improvements resulting from development of the property within the District are estimated to generate annual tax increment as per Table 1.

The District's tax increment will be generated from development of a 12-unit, three-story, owner-occupied condominium building.  The Authority proposes pay-as-you-go tax increment to reimburse the Developer for eligible Project costs.

LIMITATION ON USE OF TAX INCREMENT; GENERAL RULE

Pursuant to Minnesota Statutes, section 469.176, subdivision 4, "All revenues derived from tax increment shall be used in accordance with the tax increment financing plan.  The revenues shall be used solely for the following purposes:  (1) to pay the principal of and interest on bonds issued to finance a project; (2) by a rural development financing authority for the purposes stated in section 469.142, by a port authority or municipality exercising the powers of a port authority to finance or otherwise pay the cost of redevelopment pursuant to sections 469.048 to 469.068, by an economic development authority to finance or otherwise pay the cost of redevelopment pursuant to sections 469.090 to 469.108, by a housing and redevelopment authority or economic development authority to finance or otherwise pay public redevelopment costs pursuant to sections 469.001 to 469.047, by a municipality or economic development authority to finance or otherwise pay the capital and administration costs of a development district pursuant to sections 469.124 to 469.134, by a municipality or authority to finance or otherwise pay the costs of developing and implementing a development action response plan, by a municipality or redevelopment agency to finance or otherwise pay premiums for insurance or other security guaranteeing the payment when due of principal of and interest on the bonds pursuant to chapter 462C, sections 469.152 to 469.165, or both, or to accumulate and maintain a reserve securing the payment when due of the principal of and interest on the bonds pursuant to chapter 462C, sections 469.152 to 469.165, or both, which revenues in the reserve shall not exceed, subsequent to the fifth anniversary of the date of issue of the first bond issue secured by the reserve, an amount equal to 20 percent of the aggregate principal amount of the outstanding and nondefeased bonds secured by the reserve."

EXCESS TAX INCREMENTS

Pursuant to Minnesota Statutes, section 469.176, subdivision 2, "In any year in which the tax increment exceeds the amount necessary to pay the costs authorized by the tax increment financing plan, including the amount necessary to cancel any tax levy as provided in section 475.61, subdivision 3, the authority shall use the excess amount to do any of the following:  (1) prepay any outstanding bonds, (2) discharge the pledge of tax increment therefor, (3) pay into an escrow account dedicated to the payment of such bond, or (4) return the excess amount to the county auditor who shall distribute the excess amount to the municipality, county, and school district in which the tax increment financing district is located in direct proportion to their respective local tax rates.  The county auditor must report to the commissioner of children, families, and learning the amount of any excess tax increment distributed to a school district within 30 days of the distribution."

DURATION OF TAX INCREMENT FINANCING DISTRICT

The Authority estimates that the District may endure through 2032 to fund eligible activities.  If no new development activities were to occur, the Authority estimates that tax increments would be sufficient to pay all indebtedness initially undertaken and to pay all initial and administration costs of the District by December 31, 2021.  The Authority requests that the City, pursuant to Minnesota Statutes 469.176, subdivision 1(a), provide for a shorter maximum duration limit for the District.  The Authority requests that the City decertify the District fifteen years from the date of receipt by the Authority of the first tax increment.
LIMITATION OF ADMINISTRATIVE EXPENSES

Pursuant to Minnesota Statutes, section 469.176, subdivision 3, "(a) For districts for which certification was requested before August 1, 1979, or after June 30, 1982 and before August 1, 2001, no tax increment shall be used to pay any administrative expenses for a project which exceed ten percent of the total tax increment expenditures authorized by the tax increment financing plan or the total tax increment expenditures for the project, whichever is less.

(b) For districts for which certification was requested after July 31, 1979, and before July 1, 1982, no tax increment shall be used to pay administrative expenses, as defined in Minnesota Statutes 1980, section 273.73, for a district which exceeds five percent of the total tax increment expenditures authorized by the tax increment financing plan or the total tax increment expenditures for the district, whichever is less.

(c) For districts for which certification was requested after July 31, 2001, no tax increment may be used to pay any administrative expenses for a project which exceed ten percent of total tax increment expenditures authorized by the tax increment financing plan or the total tax increments from the district, whichever is less."

ESTIMATED TOTAL CAPTURED TAX CAPACITY; RETENTION

The Authority estimates that the District's total tax capacity at completion of the initial activities will be 19,448; since the original tax capacity is estimated at 820 the captured tax capacity will be 18,628.  Pursuant to Minnesota Statutes, section 469.177, subdivision 2, the authority chooses to retain the full captured tax capacity to pay expenditures noted in the Plan or subsequent Plan modifications.
TAX INCREMENT ACCOUNT

Pursuant to Minnesota Statutes, section 469.177, subdivision 5, "the tax increment received with respect to any district shall be segregated by the authority in a special account or accounts on its official books and records or as otherwise established by resolution of the authority to be held by a trustee or trustees for the benefit of holders of the bonds."

ANNUAL DISCLOSURE AND FINANCIAL REPORTING

Minnesota Statutes, section 469.175, subdivision 5, requires, "An annual statement showing for each district the information required to be reported under subdivision 6, paragraph (c), clauses (1), (2), (3), (11), (12), (20), and (21); the amounts of tax increment received and expended in the reporting period; and any additional information the authority deems necessary must be published in a newspaper of general circulation in the municipality that approved the tax increment financing plan.  The annual statement must inform readers that additional information regarding each district may be obtained from the authority, and must explain how the additional information may be requested.  The authority must publish the annual statement for a year no later than August 15 of the next year.  The authority must identify the newspaper of general circulation in the municipality to which the annual statement has been or will be submitted for publication and provide a copy of the annual statement to the county board, the county auditor, the school board, the state auditor, and, if the authority is other than the municipality, the governing body of the municipality on or before August 1 of the year in which the statement must be published.

The disclosure requirements imposed by this subdivision apply to districts certified before, on, or after August 1, 1979."

Minnesota Statutes, section 469.175, subdivision 6 requires the following annual financial reporting.

"(a) The state auditor shall develop a uniform system of accounting and financial reporting for tax increment financing districts.  The system of accounting and financial reporting shall, as nearly as possible: 

(1) provide for full disclosure of the sources and uses of public funds in the district; 

(2) permit comparison and reconciliation with the affected local government's accounts and financial reports; 

(3) permit auditing of the funds expended on behalf of a district, including a single district that is part of a multidistrict project or that is funded in part or whole through the use of a development account funded with tax increments from other districts or with other public money; 

(4) be consistent with generally accepted accounting principles. 

(b) The authority must annually submit to the state auditor a financial report in compliance with paragraph (a).  Copies of the report must also be provided to the county auditor and to the governing body of the municipality, if the authority is not the municipality.  To the extent necessary to permit compliance with the requirement of financial reporting, the county and any other appropriate local government unit or private entity must provide the necessary records or information to the authority or the state auditor as provided by the system of accounting and financial reporting developed pursuant to paragraph (a).  The authority must submit the annual report for a year on or before August 1 of the next year. 

(c) The annual financial report must also include the following items: 

(1) the original net tax capacity of the district and any subdistrict under section 469.177, subdivision 1; 

(2) the net tax capacity for the reporting period of the district and any subdistrict; 

(3) the captured net tax capacity of the district; 

(4) any fiscal disparity deduction from the captured net tax capacity under section 469.177, subdivision 3; 

(5) the captured net tax capacity retained for tax increment financing under section 469.177, subdivision 2, paragraph (a), clause (1); 

(6) any captured net tax capacity distributed among affected taxing districts under section 469.177, subdivision 2, paragraph (a), clause (2); 

(7) the type of district; 

(8) the date the municipality approved the tax increment financing plan and the date of approval of any modification of the tax increment financing plan, the approval of which requires notice, discussion, a public hearing, and findings under subdivision 4, paragraph (a); 

(9) the date the authority first requested certification of the original net tax capacity of the district and the date of the request for certification regarding any parcel added to the district; 

(10) the date the county auditor first certified the original net tax capacity of the district and the date of certification of the original net tax capacity of any parcel added to the district; 

(11) the month and year in which the authority has received or anticipates it will receive the first increment from the district; 

(12) the date the district must be decertified; 

(13) for the reporting period and prior years of the district, the actual amount received from, at least, the following categories: 

(i) tax increments paid by the captured net tax capacity retained for tax increment financing under section 469.177, subdivision 2, paragraph (a), clause (1), but excluding any excess taxes; 

(ii) tax increments that are interest or other investment earnings on or from tax increments; 

(iii) tax increments that are proceeds from the sale or lease of property, tangible or intangible, purchased by the authority with tax increments; 

(iv) tax increments that are repayments of loans or other advances made by the authority with tax increments; 

(v) bond or loan proceeds; 

(vi) special assessments; 

(vii) grants; and 

(viii) transfers from funds not exclusively associated with the district; 

(14) for the reporting period and for the prior years of the district, the amount budgeted under the tax increment financing plan, and the actual amount expended for, at least, the following categories: 

(i) acquisition of land and buildings through condemnation or purchase; 

(ii) site improvements or preparation costs; 

(iii) installation of public utilities, parking facilities, streets, roads, sidewalks, or other similar public improvements; 

(iv) administrative costs, including the allocated cost of the authority; 

(v) public park facilities, facilities for social, recreational, or conference purposes, or other similar public improvements; and 

(vi) transfers to funds not exclusively associated with the district; 

(15) for properties sold to developers, the total cost of the property to the authority and the price paid by the developer; 

(16) the amount of any payments and the value of any in-kind benefits, such as physical improvements and the use of building space, that are paid or financed with tax increments and are provided to another governmental unit other than the municipality during the reporting period;
(17) the amount of any payments for activities and improvements located outside of the district that are paid for or financed with tax increments; 

(18) the amount of payments of principal and interest that are made during the reporting period on any nondefeased: 

(i) general obligation tax increment financing bonds; 

(ii) other tax increment financing bonds; and 

(iii) notes and pay-as-you-go contracts; 

(19) the principal amount, at the end of the reporting period, of any nondefeased: 

(i) general obligation tax increment financing bonds; 

(ii) other tax increment financing bonds; and 

(iii) notes and pay-as-you-go contracts; 

(20) the amount of principal and interest payments that are due for the current calendar year on any nondefeased: 

(i) general obligation tax increment financing bonds; 

(ii) other tax increment financing bonds; and 

(iii) notes and pay-as-you-go contracts; 

(21) if the fiscal disparities contribution under chapter 276A or 473F for the district is computed under section 469.177, subdivision 3, paragraph (a), the amount of increased property taxes imposed on other properties in the municipality that approved the tax increment financing plan as a result of the fiscal disparities contribution; 

(22) whether the tax increment financing plan or other governing document permits increment revenues to be expended: 

(i) to pay bonds, the proceeds of which were or may be expended on activities outside of the district; 

(ii) for deposit into a common bond fund from which money may be expended on activities located outside of the district; or 

(iii) to otherwise finance activities located outside of the tax increment financing district; and 

(23) any additional information the state auditor may require. 

(d) The commissioner of revenue shall prescribe the method of calculating the increased property taxes under paragraph (c), clause (21), and the form of the statement disclosing this information on the annual statement under subdivision 5. 

(e) The reporting requirements imposed by this subdivision apply to districts certified before, on, and after August 1, 1979."

IMPACT OF THE USE OF TAX INCREMENT OF TAXING JURISDICTIONS

Minnesota Statutes, section 469.175, subdivision 1(6), requires, "statements of the authority's alternate estimates of the impact of tax increment financing on the net tax capacities of all taxing jurisdictions in which the tax increment financing district is located in whole or in part.  For purposes of one statement, the authority shall assume that the estimated captured net tax capacity would be available to the taxing jurisdictions without creation of the district, and for purposes of the second statement, the authority shall assume that none of the estimated captured net tax capacity would be available to the taxing jurisdictions without creation of the district or subdistrict".

Table 2 on page 16 depicts the impact of tax increment financing on the tax capacity of the affected taxing jurisdictions assuming (1) none of the increment would be available, and (2) the increment would be available to the tax jurisdictions. 

	TABLE 2

	LE SUEUR, MINNESOTA

	TAX INCREMENT FINANCING DISTRICT NO. 17


	
	WITHOUT PROJECT

	
	2004
	Ad Valorem
	2004

	
	Tax
	Taxes
	Tax

	
	Capacity
	Generated
	Rate

	City
	2,134,328
	$988,557
	46.317%

	County
	18,731,377
	$8,993,683
	48.014%

	School District
	3,678,248
	$697,800
	18.971%

	Other
	18,731,377
	$46,641
	0.249%

	TOTALS
	
	
	113.551%

	
	
	
	


	
	WITH PROJECT

	
	
	Projected
	
	
	Adjusted
	
	Projected
	

	
	2004
	Captured
	Projected
	Ad Valorem
	Local
	Tax
	Captured
	Projected

	
	Tax
	Tax
	Tax
	Taxes
	Tax
	Rate
	Tax
	Increment

	
	Capacity
	Capacity
	Capacity
	Generated
	Rate
	Impact
	Capacity
	Income

	City
	2,134,328
	18,628
	2,152,956
	$988,557
	45.916%
	0.401%
	18,628
	$8,628

	County
	18,731,377
	18,628
	18,750,005
	$8,993,683
	47.966%
	0.048%
	18,628
	$8,944

	School District
	3,678,248
	18,628
	3,696,876
	$697,800
	18.875%
	0.096%
	18,628
	$3,534

	Other
	18,731,377
	18,628
	18,750,005
	$46,641
	0.249%
	0.000%
	18,628
	$46

	TOTALS
	
	
	
	
	113.007%
	0.544%
	
	$21,152

	
	
	
	
	
	
	
	
	


Statement 1: The current tax capacity times the local tax rate produces current taxes generated.  If the captured tax capacity is available to each taxing jurisdiction the result would be a lower or adjusted local tax rate to produce the same amount of taxes.  Thus, with the addition of captured value of 18,628 the overall local tax rate would be reduced by 0.544% to a level of 113.007%.  The captured tax capacity times the original local tax rate of 113.551% would generate $21,152 in increment income, which represents the loss of new tax revenues if the development had occurred without inclusion in a tax increment district.

Statement 2: If no captured tax capacity is available to each of the taxing jurisdictions without creation of the District, there is no impact on the taxes heretofore levied and therefore no impact on local tax rates.  The captured tax capacity at the original local tax rate would generate $21,152 in increment income annually.
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