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I. POLICY PURPOSE
The purpose of this policy is to establish the City of Sandstone’s position on the use of Tax Abatement for private development above and beyond the requirements and limitations set forth by State Law. Furthermore, it is the City’s intent to coordinate the use of Tax Abatement with other local taxing jurisdictions.

This policy shall be used as a guide in the processing and review of applications requesting tax abatement assistance. The fundamental purpose of Tax Abatement in the City of Sandstone is to encourage desirable development or redevelopment that would not otherwise occur but for the assistance provided through Tax Abatement.

It is the intent of the City to provide the minimum amount of Tax Abatement, as well as other incentives, at the shortest term required for the project to proceed. The City reserves the right to approve or reject projects on a case by case basis, taking into consideration established policies, project criteria, and demand on city services in relation to the potential benefits from the project. Meeting policy criteria does not guarantee the award of Tax Abatement to the project. Approval or denial of one project is not intended to set precedent for approval or denial of another project. All applications for abatement must also meet all City Business Subsidy guidelines and requirements. Absent an agreement to the contrary, the City reserves the right to adjust the abatement during the abatement period


II. POLICIES FOR THE USE OF TAX ABATEMENT

A. Policies and Limitations:

1. Policies:


a. Tax Abatement assistance will be provided to the developer upon receipt of taxes as a pay-as-you-go method. All taxes on the subject parcel need to be paid to date before a rebate payment will be made. Requests for up-front financing (bonds) will be considered on a case-by-case basis.


b. Developer shall be able to demonstrate a need for a proposed project and for assistance.

c. Tax Abatement shall not be used for projects or businesses that would place extraordinary demands on city services considering the benefit to the City.


d. The developer must enter into an abatement agreement to ensure compliance with City policies and requirements.


e. The developer shall demonstrate his or her ability to complete the project in an adequate and timely manner.


f. The developer/business shall provide information necessary for the City to make a determination on the project.

g. The City will view projects having a county/school district tax abatement commitment more favorably.


h. The project supports and furthers the City’s Comprehensive Plan and/or other public policies, as adopted by the City.


i. The business subsidy funding for any project shall be the lowest amount feasible for the shortest period of time. Business/developers shall exhaust all possible forms of non-business subsidy funding, i.e. private debt and equity financing prior to using business subsidy funding.

2. Limitations


a. Any recipient of Tax Abatement assistance will be required to provide an equity investment in the project.


b. Tax Abatement will not be used in circumstances where land and/or property prices are in excess of fair market value.


c. Tax Abatement will not be utilized in cases where it would create an unfair competitive financial advantage over other projects or businesses in the area.

d. No abatement of taxes will be granted on property currently in a TIF district.

e. The project shall comply with all provisions set forth in the state’s Tax Abatement Law.

f. Abatement can only be granted, if it benefits the City to a level equal to or greater than the abatement cost to the City.

g. In any year, the total amount of property taxes abated by the City may not exceed five percent (5%) of the current City levy, or $100,000 (maximum under state law) whichever is greater.


h. No tax abatement period shall exceed 10 years from the date of approval by the City Council unless the affected county or school district has refused to approve the abatement. If the county or school district does not approve abatement, the abatement period may be increased to 15 years.


III.
Project Goals

All Tax Abatement projects considered by the City of Sandstone must meet one of the following goals:


A.
Provide economic development in the Downtown area.


B. 
Retain local livable wage jobs.


C.
Increase new employment opportunities, which provide benefits and living 

                  wage jobs.


D.
Create a diversity of jobs that offer stable employment and diversify the City’s  

                  economic base.


F.
Create additional unsubsidized private development in the area, either directly 

                  or indirectly through “spin off” development.


G.
Facilitate development on sites that would not be developed without Tax 

                 Abatement assistance.


H.
Remove blight, remove nonconforming uses and structures that perpetuate 

                  blight, develop all areas designated for development or redevelopment, and 

                  facilitate historic preservation.


I.
Create high-quality redevelopment and private reinvestment.


J. 
Assist existing affordable housing to undertake rehabilitation projects to stay 

                 affordable.

            


K.         Construct affordable rental and owner occupied housing.




L.
Maintain and expand public infrastructure.





SUBSIDY AGREEMENT & REPORTING REQUIREMENTS

All developers/businesses receiving Tax Abatement assistance from the City of Sandstone shall be subject to the provisions and requirements set forth by Minnesota Statute 116j.993.

The developer/business owner shall maintain and operate its facility at the site where Tax Abatement assistance is used for a period of five years after the benefit is received unless the Council approves a change.

IV.
APPLICATION PROCESS FOR TAX ABATEMENT

A.
City of Sandstone/EDA


1. Preparation of a Tax Abatement Plan starts with the applicant providing the information to complete the City’s request for financing assistance forms. The information will include fees to process the project.



2. City Staff and Staff Committees will review the information and complete the City portion of the application.



3. The Application is submitted to the City Council for preliminary review and comment.



4. If preliminary approval is granted, all necessary notices are prepared and distributed and the staff prepares the required documents.




5. The City Council schedules and holds a public hearing on the proposed project and renders a decision.

B. 
Applications to other political subdivisions

Applicants requesting Tax Abatement for projects in the City of Sandstone shall also seek tax abatement from the county/school district in which the proposed project is located. Applicants shall make their applications to the county and school district concurrent with their application to the EDA. For more information on applying for tax abatement to Counties and/or School Districts contact the following offices.


Pine County



East Central School District 2580

635 Northridge Drive NW
              61085 Highway 23

Pine City MN 55063
 
             Finlayson MN 55735



DIFFERENCE BETWEEN TAX ABATEMENT & TAX INCREMENT FINANCING

The primary difference between Tax Abatement and Tax Increment Financing (TIF) is the way in which the dollars are awarded to the project. When TIF is awarded to a project, the other political subdivisions (the school district and the county) are required to contribute their portion of the increased taxes to the project. Conversely, when Tax Abatement is requested, each political subdivision has the option of granting its portion of property taxes to the project. Subsequently, the dollars generated for the project with Tax Abatement are generally less than the dollars generated with TIF.


Messages/Policy/Tax abatement policy

4

