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TAX INCREMENT FINANCING (REDEVELOPMENT) DISTRICT NO. 1-6

ARTICLE I – INTRODUCTION AND DEFINITIONS
SECTION 1.01

INTRODUCTION

The City of Victoria proposes to provide tax increment ﬁnancing assistance to facilitate
redevelopment of an approximate 1.2 acre site to provide for a new approximate 70-85 unit
multifamily rental housing facility, with approximately 90 structured parking stalls, 50 surface
lot stalls, and 15 on-street parking stalls within the downtown area. This document contains
the plan for achieving the objectives of the modiﬁed Development Program for Development
District No. 1 through the establishment and use of Tax Increment Financing District No. 1-6.

SECTION 1.02

DEFINITIONS

For the purposes of this document, the terms below have the meanings given in this section,
unless the context in which they are used indicates a diﬀerent meaning:
1. “City” means the City of Victoria, Minnesota.
2. “City Council” means the City Council of the City.
3. “County” means Carver County, Minnesota.
4. “Developer” means a party undertaking construction or renovation within the TIF District.
5. “Development District” means Development District No. 1 in the City, created and
established and modiﬁed pursuant to and in accordance with the Development District Act.
6. “Development District Act” means Minnesota Statutes, Sections 469.124 through 469.133, as
amended and supplemented from time to time.
7. “Development Program” means the Development Program for the Development District, as
amended and supplemented from time to time.
8. “Project Area” means the geographic area of the Development District.
9. “Project Costs” means the cost of the development activities that will or are expected to
occur within the Project Area or TIF District.
10. “School District” means Eastern Carver County Schools (Independent School District No.
112).
11. “State” means the State of Minnesota.
12. “TIF Act” means Minnesota Statutes, Sections 469.174 through 469.1794, both inclusive.
13. “TIF District” means Tax Increment Financing (Redevelopment) District No. 1-6 (Victoria
Flats).
14. “TIF Plan” means the tax increment ﬁnancing plan for the TIF District (this document).

SECTION 1.03

PLAN PREPARATION

This document was prepared for the City by Northland Securities, Inc. Project data was
provided by City Staﬀ.
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ARTICLE II - MODIFICATION TO DEVELOPMENT PROGRAM
SECTION 2.01

OVERVIEW

The City has heretofore established Municipal Development District No. 1, initially established
in April 1990 and amended on May 1, 1997 (as amended, the “Development District”) and
adopted a development program therefor (the “Development Program”) pursuant to the
Minnesota Municipal Development District Act, Minnesota Statutes, Sections 469.124 through
469.134, and established Tax Increment Financing District Nos. 1-2, 1-3, 1-4, and 1-5 within the
Development District pursuant to the TIF Act.
Various amendments have been adopted respecting the Development Program, the Tax
Increment Financing Districts and Tax Increment Financing Plans, including the establishment
of additional Tax Increment Districts within the Development District.
The City has determined that it is necessary to further amend the Development Program to
establish Tax Increment Financing District No. 1-6 within the Development District.
Except as herein or previously modiﬁed, all other provisions of the Development Program for
the Municipal Development District No. 1 shall remain unchanged and in full force and eﬀect.

SECTION 2.02

BOUNDARIES OF DEVELOPMENT DISTRICT

The boundaries of the Development District are contiguous with the boundaries of the City
depicted in Exhibit VI, as approved by the modiﬁcation to the Development District adopted on
February 8, 2016 (Resolution No. 16-11).
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ARTICLE III - TAX INCREMENT FINANCING PLAN
SECTION 3.01

STATUTORY AUTHORITY

The TIF District and this TIF Plan are established under the authority of the TIF Act (Minnesota
Statutes 2015).

SECTION 3.02

PLANNED DEVELOPMENT

3.02.1
Project Description
The City desires to promote development of property within the boundaries of the TIF District
and the Development District. A Developer is proposing the development of an approximate
70-85 unit multifamily rental housing facility, with approximately 90 structured parking stalls,
50 surface lot stalls, and 15 on-street parking stalls within the downtown area.
3.02.2 City Plans and Development Program
In addition to achieving the objectives of the Development Program, the proposed development
is consistent with and works to achieve the development objectives of the City. The TIF Plan for
the TIF District conforms to the general plan for development or redevelopment of the City as a
whole.
The reasons and facts supporting this ﬁnding are that the City Council has reviewed the
Development Program and found that the TIF Plan is consistent with the goals of the
Comprehensive Plan and zoning ordinances and serves to promote the City’s development
objectives for the City.
3.02.3
Land Acquisition
The City may acquire and sell any and all parcels within the TIF District.
3.02.4
Development Activities
As of the date of approval of this TIF Plan, there are no development activities proposed in this
TIF Plan that are subject to contracts.
3.02.5
Need for Tax Increment Financing
The reasons and facts supporting this ﬁnding are that this is a residential and commercial
area of the City that includes parcels that have been found to have been occupied by blighted
buildings and under-utilized areas which are a detriment to redevelopment by the private
sector. Such conditions render properties within the TIF District unsuitable for redevelopment
due to the excessive costs involved with redevelopment. It is only through a coordinated and
comprehensive redevelopment eﬀort using tax increment revenues to fund certain of these
excessive development expenses and provide necessary improvements to public infrastructure
serving the commercial area will private redevelopment occur. In the opinion of the City, the
proposed development would not reasonably be expected to occur solely through private
investment within the 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
 ȱ ȱ Ĵȱȱ¢ȱȱ ȱǯ
A comparative analysis of estimated market values both with and without establishment of
the TIF District and the use of tax increments has been performed as described above and is
shown in Exhibit I. This analysis indicates that the increase in estimated market value of the
proposed development (less the present value of the projected tax increments for the maximum
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establishment of the TIF District.

SECTION 3.03

TAX INCREMENT FINANCING DISTRICT

3.03.1
Designation
This TIF District is designated Tax Increment Financing (Redevelopment) District No. 1-6
(Victoria Flats).
3.03.2 Boundaries of TIF District
The boundaries of the TIF District are depicted in Exhibit VIII and includes the following
property, as legally described below, and the adjacent roads and right-of-way:
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3.03.3 Type of District
The TIF District is established as a “redevelopment” district pursuant to Minnesota Statutes
Section 469.174, Subd. 10. The City has determined that the property in the TIF District meets
the statutory criteria for a redevelopment district.
As summarized in the table below, 100% of the area of the TIF District is occupied by improved
parcels, and 100% of the buildings within the TIF District are found to be substandard. The
parcel within the TIF District contains improvements covering over 15% of the parcel’s area.
The facts supporting this ﬁnding are included in Exhibit V and Exhibit VI.
The results of the building inspection and analysis performed by Thomas P. Gray, Certiﬁed
Building Inspector, are contained in the building inspections reports dated April 21, 2016 for the
building located at 7943 Quamoclit Avenue and included in Exhibit V of the TIF Plan.
Number of Parcels.............................................................................................................1
Area Included (sq.ft. without roads)................................................................51,836.40
Area of Improved Parcels ..................................................................................13,795.28
Percent of Area Improved..................................................................................... 26.61%
Number of Parcels with Buildings .................................................................................1
Number of Buildings found Substandard.....................................................................1
Percent of Buildings found Substandard............................................................... 100%
3.03.4 Fiscal Disparities Election
Pursuant to M.S., Section 469.177, Subd. 3, the City may elect one of two methods to calculate
ﬁscal disparities. If the calculations pursuant to M.S., Section 469.177, Subd. 3, clause b, (within
the District) are followed, the following method of computation shall apply:
(1) The original net tax capacity shall be determined before the application of the ﬁscal
disparity provisions of Chapter 276A or 473F. The current net tax capacity shall exclude
any ﬁscal disparity commercial-industrial net tax capacity increase between the original
year and the current year multiplied by the ﬁscal disparity ratio determined pursuant
to M.S., Section 276A.06, subdivision 7 or M.S., Section 473F.08, subdivision 6. Where
the original net tax capacity is equal to or greater than the current net tax capacity, there
is no captured tax capacity and no tax increment determination. Where the original
tax capacity is less than the current tax capacity, the diﬀerence between the original
net tax capacity and the current net tax capacity is the captured net tax capacity. This
amount less any portion thereof which the authority has designated, in its tax increment
ﬁnancing plan, to share with the local taxing districts is the retained captured net tax
capacity of the authority.
(2) The county auditor shall exclude the retained captured net tax capacity of the
authority from the net tax capacity of the local taxing districts in determining local
taxing district tax rates. The local tax rates so determined are to be extended against the
retained captured net tax capacity of the authority as well as the net tax capacity of the
local taxing districts. The tax generated by the extension of the less of (A) the local taxing
district tax rates or (B) the original local tax rate to the retained captured net tax capacity
of the authority is the tax increment of the authority.
The City will choose to calculate ﬁscal disparities by clause b. The election of clause b can also
be generally described as electing to have ﬁscal disparities paid from “within” the TIF District.
According to M.S., Section 469.177, Subd. 3:
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(c) The method of computation of tax increment applied to a district pursuant to
paragraph (a) or (b) shall remain the same for the duration of the district, except that
the governing body may elect to change its election from the method of computation in
paragraph (a) to the method in paragraph (b).

SECTION 3.04

PLAN FOR USE OF TAX INCREMENT

3.04.1
Estimated Tax Increment
The original tax capacity of value of the TIF District will be set by the County upon request
for certiﬁcation. The original tax capacity value may change over time based on the use and
tax classiﬁcation of each parcel. For the purposes of this TIF Plan, the estimated original tax
capacity is $3,220. This amount is based on the most recent published combined estimated
taxable market value of the property of $257,600, with tax capacity value calculated for multifamily residential property.
The total tax capacity value of the property after completion of all phases of the project,
as described in Section 3.02.1, is estimated to be $146,813. This amount is based on a total
estimated taxable market value of $11,745,000 with property classiﬁed as multi-family
residential property. The diﬀerence between the total tax capacity value and the original tax
capacity value is the captured tax capacity value for the creation of tax increment. It is the City’s
intent to retain 100% of the captured tax capacity value for the life of the TIF district.
The total local tax rate for taxes payable in 2016 is 116.016%. The original tax rate for the TIF
District will be established by the County Auditor and is estimated to be based on the ﬁnal total
local tax rate for taxes payable in 2017, assuming the request for certiﬁcation of TIF District is
made prior to June 30, 2017.
The City elects that tax increment will be calculated as described in clause (b) of 469.177, Subd.
ř ǰȱ ȱ ȱȱȱęȱȱ¢ȱȱĴȱȱȱȱ ȱ ȱ ȱȱ
made from property within the boundaries of the TIF District.
Under these assumptions, the estimated annual tax increment in the ﬁrst year upon completion
of all phases of development (estimated to be taxes payable year 2019) will be $165,991. The
actual tax increment will vary according to the certiﬁed original tax capacity value and original
tax rate, the actual estimated taxable market value resulting from development and State tax
policy over the life of the TIF District. Exhibit II contains the projected tax increment over the
life of the TIF District.
3.04.2
Project (Redevelopment) Costs
The City will use tax increment to pay for Project Costs. Project Costs eligible for
reimbursement are for activities needed to correct the redevelopment conditions under the
TIF Act, including land acquisition, public improvements, earthwork, site utilities, paving, site
concrete, landscaping, site accessories, fencing, public and private utility services, building
demolition, clearance of the site, abatement of contaminants, on-site and oﬀ-site parking and
other site development expenses allowed by the TIF Act and the Development District Act.
The City reserves the authority to use tax increments to pay principal and interest on bonds and
to compensate for the interest expense of ﬁnancing for these redevelopment costs at a rate to be
set by the City or pursuant to a development agreement.
The City reserves the right to enter into a development agreement that deﬁnes the means for
verifying Project Costs eligible for reimbursement and the means of disbursing tax increments
collected by the City.
The City reserves the right to use any other legally available revenues to ﬁnance or pay for
Project Costs associated with the development in the TIF District.
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3.04.3
Estimated Sources and Uses of Funds
The estimated sources of revenue, along with the estimated Project Costs of the TIF District, are
itemized in Figure 3-1 included in this section. The estimates are based on the best available
information for the sources and uses of funds. Such costs are eligible for reimbursement from
tax increments, and other listed sources of revenue from the TIF District.
The City reserves the right to administratively adjust the amount of any of the items listed
in Figure 3-1, or to incorporate additional eligible items, so long as the total estimated tax
increment project costs as shown in Figure 3-1 is not increased.
Figure 3-1
Estimated Sources and Uses of Funds

3.04.4
Administrative Expense
The City reserves the right to spend up to a maximum of ten percent (10%) of annual tax
increment revenues, less fees paid to the State and County on administrative expenses. The
City will use these monies to pay for and reimburse the City for costs of administering the TIF
District allowed by the TIF Act. Figure 3-1 in Section 3.04.3 provides the estimated amount of
administrative costs to be paid from tax increments. Anticipated administrative expenses of the
TIF District include annual audit of the fund for TIF District, preparation of annual reporting,
legal publication of annual report, and administration of the development agreement. The
City may also reimburse itself for costs associated with the establishment of the TIF District,
including the TIF Plan and preparation of development agreement(s).
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3.04.5
County Road Costs
The proposed development will not substantially increase the use of county roads and
necessitate the need to use tax increments to pay for county road improvements.
3.04.6
Bonded Indebtedness
The City anticipates incurring bonded indebtedness. The total amount of bonds to be issued
is included in Figure 3-1 in Section 3.04.3. The City reserves the authority to issue general
obligation bonds payable from tax increment from the TIF District. The City anticipate the
authorization of an interfund loan and issuance of a pay-go revenue note to the Developer.
Before money is transferred, advanced, or spent, the obligation ﬁnancing the expenditure shall
be authorized by resolution of the City. For a loan or advance to be repaid with tax increment
revenues, an interfund loan agreement must be in place before any loans or advances are
made. The terms and conditions for repayment of the loan must be in writing and include, at
minimum, (i) the principal amount of the loan or advance, (ii) the interest rate to be charged,
and (iii) its maximum term. The maximum rate of interest that can be charged is limited to the
annual rate charged by the State Courts or by the Department of Revenue, whichever is greater.
3.04.7 Duration of TIF District
Redevelopment tax increment ﬁnancing districts may remain in existence 25 years from the
date of receipt of the ﬁrst tax increment. The City anticipates that the TIF District will remain
in existence the maximum duration allowed by law (projected to be through the year 2044).
Pursuant to MN Statutes, Section 469.175 subdivision 1(b), the Authority elects to delay receipt
of ﬁrst increment until 2019.
3.04.8
Estimated Impact on Other Taxing Jurisdictions
Exhibit III and IV shows the estimated impact on other taxing jurisdictions if the maximum
projected retained captured net tax capacity of the TIF District was hypothetically available to
the other taxing jurisdictions. The City believes that there will be no adverse impact on other
taxing jurisdictions during the life of the TIF District, since the proposed development would
not have occurred without the establishment of the TIF District and the provision of public
assistance. A positive impact on other taxing jurisdictions will occur when the TIF District is
decertiﬁed and the development therein becomes part of the general tax base.
The City has capacity to accommodate the additional impact on city-provided services related
to the proposed development. Through previous infrastructure projects, water and sewer
services to the proposed development site have been installed in anticipation of increased
capacity needs of redevelopment. The City does not anticipate additional strain on ﬁre or police
protection duties and is positioned with the appropriate resources to support the proposed
development.
The issuance of general obligation bonds payable from the TIF District would not eﬀect the
City’s ability to issue other debt for general governmental purposes.
3.04.9
Prior Planned Improvements
There have been no building permits issued in the last 18 months in conjunction with any of
the properties within the TIF District. The City will include this statement with the request for
certiﬁcation to the County Auditor. If building permits had been issued during this time period,
then the County Auditor would increase the original net tax capacity of the TIF District by the
net tax capacity of each improvement for which a building permit was issued.
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ARTICLE IV – ADMINISTERING THE TIF DISTRICT
SECTION 4.01

FILING AND CERTIFICATION

The ﬁling and certiﬁcation of the TIF Plan consists of the following steps:
1. Upon adoption of the TIF Plan, the City shall submit a copy of the TIF Plan to the Minnesota
Department of Revenue and the Oﬃce of the State Auditor.
2. The City shall request that the County Auditor certify the original net tax capacity and net
tax capacity rate of the TIF District. To assist the County Auditor in this process, the City
shall submit copies of the TIF Plan, the resolution establishing the TIF District and adopting
the TIF Plan, and a listing of any prior planned improvements.
3. The City shall send the County Assessor any assessment agreement establishing the
minimum market value of land and improvements in the TIF District, and shall request that
the County Assessor review and certify this assessment agreement as reasonable.

SECTION 4.02

MODIFICATIONS OF THE TAX INCREMENT FINANCING PLAN

The City reserves the right to modify the TIF District and the TIF Plan. Under current State
Law, the following actions can only be approved only after satisfying all the necessary
requirements for approval of the original TIF Plan (including notiﬁcations and public hearing):
§

Reduction or enlargement in the geographic area of the Development District or the TIF
District.

§

Increase in the amount of bonded indebtedness to be incurred.

§

Increase in the amount of capitalized interest.

§

Increase in that portion of the captured net tax capacity to be retained by the City.

§

Increase in the total estimated Project Costs.

§

Designation of additional property to be acquired by the City.

Other modiﬁcations can be made by resolution of the City Council. In addition, the original
approval process does not apply if (1) the only modiﬁcation is elimination of parcels from the
TIF District and (2) the current net tax capacity of the parcels eliminated equals or exceeds the
net tax capacity of those parcels in the TIF District’s original net tax capacity, or the City agrees
that the TIF District’s original net tax capacity will be reduced by no more than the current net
tax capacity of the parcels eliminated.
The City must notify the County Auditor of any modiﬁcation that reduces or enlarges the
geographic area of the TIF District. The geographic area of the TIF District may be reduced but
not enlarged after ﬁve years following the date of certiﬁcation.

SECTION 4.03

CORRECTING REDEVELOPMENT CONDITIONS

Section 469.176, Subd. 4j of the TIF Act requires that at least 90% of the revenues derived
from tax increments from the TIF District be used to ﬁnance the cost of correcting conditions
that allow designation as a redevelopment district. These costs include, but are not limited
to, acquiring properties containing structurally substandard buildings or improvements
or hazardous substances, pollution, or contaminants, acquiring adjacent parcels necessary
to provide a site of suﬃcient size to permit development, demolition and rehabilitation of
structures, clearing of the land, the removal of hazardous substances or remediation necessary
to development of the land, and installation of utilities, roads, sidewalks, and parking facilities
ADOPTED OCTOBER 24, 2016

9

TAX INCREMENT FINANCING (REDEVELOPMENT) DISTRICT NO. 1-6

for the site. The allocated administrative expenses of the City, including the cost of preparation
of the development action response plan, may be included in the qualifying costs.

SECTION 4.04

4-YEAR KNOCKDOWN RULE

The 4-Year Knockdown Rule requires that if after four years from certiﬁcation of the TIF
District no demolition, rehabilitation, renovation or site improvement, including a qualiﬁed
improvement of an adjacent street, has commenced on a parcel located within the TIF District,
then that parcel shall be excluded from the TIF District and the original net tax capacity shall be
adjusted accordingly. Qualiﬁed improvements of a street are limited to construction or opening
of a new street, relocation of a street, or substantial reconstruction or rebuilding of an existing
street. The City must submit to the County Auditor, by February 1 of the ﬁfth year, evidence
that the required activity has taken place for each parcel in the TIF District.
If a parcel is excluded from the TIF District and the City or owner of the parcel subsequently
commences any of the above activities, the City shall certify to the County Auditor that such
activity has commenced and the parcel shall once again be included in the TIF District. The
County Auditor shall certify the net tax capacity of the parcel, as most recently certiﬁed by the
Commissioner of Revenue, and add such amount to the original net tax capacity of the TIF
District.

SECTION 4.05

POOLING/5-YEAR RULE

At least 75 percent of the tax increments (net of administrative expenses) from this TIF District
(the “In-District Percentage”) must be expended on activities within the TIF District, including
payment on any bonds for which the proceeds were used to ﬁnance activities within the TIF
District. Up to 25 percent of the tax increments from this TIF District may be used to ﬁnance
activities outside the TIF District but within the Development District.
Tax increments are considered to have been “spent” within the TIF District if such amounts are:
•

actually paid to a third party for activities performed within the TIF District within ﬁve
years after certiﬁcation of the district;

•

used to pay bonds that were issued and sold to a third party, the proceeds of which are
reasonably expected on the date of issuance to be spent within the later of the ﬁve-year
period or a reasonable temporary period or are deposited in a reasonably required reserve
or replacement fund.

•

used to make payments or reimbursements to a third party under binding contracts for
activities performed within the TIF District, which were entered into within ﬁve years after
certiﬁcation of the district; or

•

used to reimburse a party for payment of eligible costs (including interest) incurred within
ﬁve years from certiﬁcation of the district; or

•

in the case of a housing district, used for a housing project, as deﬁned in section 469.174,
subdivision 11.

It is anticipated that all tax increments collected in the TIF District will be spent or obligated
within this ﬁve year time period. Unless the TIF Plan is modiﬁed within this ﬁve-year period
and additional expenditures are authorized, tax increments will only be used to pay for
authorized redevelopment costs and administrative expenses.
At least 90 percent of the revenues derived from tax increments from a redevelopment district
or renewal and renovation district must be used to ﬁnance the cost of correcting conditions
that allow designation of redevelopment and renewal and renovation districts under section
469.174. These costs include, but are not limited to, acquiring properties containing structurally
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substandard buildings or improvements or hazardous substances, pollution, or contaminants,
acquiring adjacent parcels necessary to provide a site of suﬃcient size to permit development,
demolition and rehabilitation of structures, clearing of the land, the removal of hazardous
substances or remediation necessary to development of the land, and installation of utilities,
roads, sidewalks, and parking facilities for the site. The allocated administrative expenses of the
authority, including the cost of preparation of the development action response plan, may be
included in the qualifying costs.

SECTION 4.06 FINANCIAL REPORTING AND DISCLOSURE REQUIREMENTS
The City will comply with the annual reporting requirements of State Law pursuant to the
guidelines of the Oﬃce of the State Auditor. Under current law, the City must prepare and
submit a report on the TIF district on or before August 1 of each year. The City must also
annually publish in a newspaper of general circulation in the City an annual statement for each
tax increment ﬁnancing district.
The reporting and disclosure requirements outlined in this section begin with the year the
district was certiﬁed, and shall end in the year in which both the district has been decertiﬁed
and all tax increments have been spent or returned to the county for redistribution. Failure to
meet these requirements, as determined by the State Auditors Oﬃce, may result in suspension
of distribution of tax increment.

SECTION 4.07

BUSINESS SUBSIDY COMPLIANCE

The City will comply with the business subsidies requirements, if applicable, speciﬁed in
Minnesota Statutes, Sections 116J.993 to 116J.995.
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EXHIBIT V
INSPECTION REPORT OF BUILDING FOR REDEVELOPMENT FINDINGS
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EXHIBIT VI

Note: Tax Increment Financing District No. 1-6 (the “TIF District”) will include one Parcel
(PID). At time of establishment of the TIF District, approval of a ﬁnal plat is anticipated. The
coverage test is based on the occupied area and total land area of the single parcel.
Minnesota Statutes, Section 469.174, Subdivision 10 (a) (1) requires two tests for occupied
parcels be met to qualify as a Redevelopment District. One of the two test is a coverage test.
Parcels consisting of 70% of the area of the district must be occupied by buildings, streets,
utilities, or paved or gravel parking lots to meet the required coverage test. The coverage
required by the parcel to be considered occupied is deﬁned under Minnesota Statutes, Section
469.174, Subdivision 10(e). For purposes of this subdivision, a parcel is not occupied by
buildings, streets, utilities, or paved or gravel parking lots unless 15% of the area of the parcel
contains building, streets, utilities, or paved or gravel parking lots. The City ﬁnds that greater
than 15% of the single parcel within the TIF District is occupied. The coverage test is met for the
TIF District.
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EXHIBIT VII
MAP OF BOUNDARIES OF DEVELOPMENT DISTRICT NO. 1 AND TAX INCREMENT
FINANCING DISTRICT NO. 1-6
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