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ACTION REQUESTED
Motion to adopt Resolution 2022-59 approving a modification of the TIF Plan for TIF District No.
1-42 revising the sources and uses budget to reflect accurate land valuation as per a completed
appraisal report.
PREVIOUS BOARD ACTION:
February 14, 2022:

City Council adopted resolution establishing TIF District 1-42.

February 23, 2022:

EDA approved TIF District 1-42.

REFERENCE AND BACKGROUND
The City Council is being asked to modify the TIF Plan for TIF District No. 1-42 to reflect the land
valuation of $180,697 as determined in a completed appraisal report. TIF 1-42 was recently
established by the City Council as an Affordable Housing TIF District in support of Headwaters
Development’s multi-family senior (age 55 +) apartment proposal.
Headwaters Development has proposed its 108-unit apartment development at an EDA owned,
16.71-acre parcel along 7th Street West. To guide appropriate land sale discussions with
Headwaters Development, the EDA attorney recommended that a land appraisal be completed.
The EDA then contracted with a real estate appraiser, Nagell Appraisal, Incorporated, Plymouth,
MN, to complete a valuation report. The vacant land appraisal report was finalized and
provided to the EDA in late February 2022, too late to be used in the original TIF Plan approved
by the City and the EDA.
The original TIF Plan budget used an estimate of the land value, $384,760. Since the completed
appraisal report contained a land value with a significant variance from the original estimate, a
TIF Plan budget modification is required to present a more accurate summary of the sources
and uses of funds. The budget modification does not alter the TIF Plan activities, increment
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projections nor impact the developer nor alter the proposed development in any manner. A
summary of the proposed budget modification is included as Exhibit B. (Attachment 1).

I.

Budget Impact: The budget impact from the TIF Plan budget modification is fairly
modest. The incurred legal costs will be covered through the developer funded TIF
Escrow account.

II.

Staff Workload Impact: The staff workload related to processing the approval of the
proposed TIF Plan budget modification is minimal. The EDA attorney and Northland
Securities staff as well as the Economic Development manager and Community
Development Director have time allocated to the budget modification process.

III.

Comprehensive Plan Impact: The Vision adopted as part of the Monticello 2040 Plan is
to create a friendly and safe community which is inclusive and fosters a sense of
belonging. The city has adopted a strategy for housing which includes developing a
range of housing choice and opportunity. As residents move through their career paths
and family status, their housing needs change. As an actively developing community,
Monticello seeks to provide opportunities for a full range of “life cycle” housing options
allowing them to stay and grow with our community. This proposal meets a specific
housing need in the community, which is further supported by the 2020 Housing Study.
The proposed project also meets the Monticello 2040 goal for growing from within, as it
is also located within the city on an underutilized parcel of land.

STAFF RECOMMENDED ACTION
City staff recommends adoption of Resolution 2022-XXX approving the TIF Plan budget
modification. The budget modification is required because the variance in the land valuation in
the appraisal report versus the estimated amount in the original TIF Plan exceeded the allowed
adjustment threshold. The TIF Plan budget modification is solely limited to the “sources and
uses” component of the TIF Plan. It does not impact the Plan activities, the developer or its
proposal in any other manner.
SUPPORTING DATA
A. Resolution No. 2022-59
B. Attachment 1 – Sources and Uses of Funds Budget Modification TIF Plan 1-42
C. Original Adopted TIF Plan TIF District No. 1-42

CITY OF MONTICELLO, MINNESOTA
RESOLUTION NO. 2022-59
RESOLUTION APPROVING A MODIFICATION OF THE
TAX INCREMENT FINANCING PLAN FOR TAX
INCREMENT FINANCING DISTRICT NO. 1-42
WHEREAS, on February 23, 2022, the City of Monticello Economic Development
Authority (the “Authority”) approved a Tax Increment Financing Plan (the “TIF Plan”) for
Tax Increment Financing District No. 1-42 (Headwaters Apartment Project) (the “TIF
District”) located within the Central Monticello Redevelopment Project Area No. 1 (the
“Redevelopment Project”), pursuant to Minnesota Statutes, Minnesota Statutes, Sections
469.001 to 469.047, Sections 469.090 to 469.1081, as amended, and Sections 469.174 to
469.1794, as amended (collectively, the “Act”), and on February 14, 2022, the City of
Monticello, Minnesota (the “City”) approved the establishment of the TIF District; and
WHEREAS, the City and Authority have determined a need to modify the TIF Plan
in order to amend the budget contained therein as reflected in that certain document
provided in Exhibit A attached hereto and labeled “Modification of the Tax Increment
Financing Plan for Tax Increment Financing District No. 1-42 within the Central Monticello
Redevelopment Project No. 1” (the “Amendment”); and
WHEREAS, the Amendment is consistent with the redevelopment plan for the
Redevelopment Project; and
WHEREAS, pursuant to Section 469.175, subd. 4(b) of the Act, a tax increment
financing plan may be modified without public hearing or the findings required to be made
for the original tax increment financing plan if the modification does not include (i) any
reduction or enlargement of the geographic area of the project or tax increment financing
district; (ii) an increase in the amount of bonded indebtedness; (iii) a determination to
capitalize interest on debt if that determination was not a part of the original plan; (iv) an
increase in the portion of the captured net tax capacity to be retained by the City; (v) an
increase in the estimated cost of the project, including administrative expenses, to be paid or
financed with tax increment from the district; or (vi) the designation of additional property
to be acquired by the authority; and
WHEREAS, the Amendment revises the budget for the TIF District to increase
the amount budgeted for the construction of affordable housing and to decrease the
amount budgeted for land acquisition but does not increase the total estimated cost of the
project or the total amount of bonded indebtedness.
NOW THEREFORE, BE IT RESOLVED by the City Council of the City of
Monticello, Minnesota as follows:

1. The Amendment is hereby approved in substantially the form on file in City
Hall and attached hereto as Exhibit A.
2. Upon approval of the Amendment by the Authority, Authority staff is
authorized to forward a copy of the TIF Plan as modified by the Amendment
(the “Modified TIF Plan”) to the Department of Revenue and the State
Auditor pursuant to Minnesota Statutes 469.175, subd.4(a).
3. The City Clerk is authorized and directed to forward a copy of the Modified
TIF Plan to Wright County.

Adopted by the City Council of Monticello on May 23, 2022.

__________________________________
Mayor
ATTEST:

__________________________________
City Clerk
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EXHIBIT A

ATTACHMENT 1
MODIFICATION OF THE TAX INCREMENT FINANCING PLAN FOR TAX
INCREMENT FINANCING DISTRICT NO. 1-42 WITHIN THE CENTRAL
MONTICELLO REDEVELOPMENT PROJECT NO. 1

I.

Background

The Tax Increment Financing Plan for Tax Increment Financing District No. 1-42 (the “TIF
District”) within Central Monticello Redevelopment Project No. 1 (the “Redevelopment
Project”) was originally approved by the City of Monticello (the “City”) on February 14,
2022 (Resolution No. 2022-14), and by the Monticello Economic Development Authority
(the “Authority”) on February 23, 2022 (Resolution No. 2022-03);
The City and the Authority have determined a need to modify the TIF Plan in order to
amend the estimated sources and uses of funds;
Nothing in this modification is intended to modify or supersede or alter the activities
described in the original Redevelopment Program for Central Monticello Redevelopment
Project No. 1. The TIF Plan remains in full force and effect and is not modified except as
described in this modification document.
II.

TIF Plan Modification to TIF District No. 1-42

The following sections of the TIF Plan for TIF District No. 1-42 are modified as shown:
Subsection 2.04.3 Estimated Sources and Uses of Funds.
entirety to read as follows:

Replaced

in

its

The estimated sources of revenue, along with the estimated Public Development
Costs of the TIF District, are itemized in Figure 2-1 that follows. Such costs are
eligible for reimbursement from tax increments from the TIF District.
The City and Authority reserve the right to administratively adjust the amount of any
of the Estimated Tax Increment Project Cost line items listed in Figure 2-1, so long
as the total Estimated Tax Increment Project Costs amount, not including financing
costs, is not increased.
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Figure 2-1
Estimated Sources and Uses of Funds
Total
Estimated Tax Increment Revenues
Tax increment revenues distributed from the County
Interest and investment earnings
Sales/lease proceeds
Market value homestead credit
Total Estimated Tax Increment Revenues

4,596,000
50,000
4,646,000

Estimated Project/Financing Costs (to be paid or financed with Tax Increment Revenues)
Project costs
Land/building acquisition
180,697
Site improvements/preparation costs
Utilities
Other public improvements
Construction of affordable housing
2,946,303
Administrative costs
100,000
Estimated Tax Increment Project Costs
3,227,000
Estimated financing costs
Interest expense

1,419,000

Total Estimated Project/Financing Costs to be Paid from Tax Increment Revenues
Estimated Financing
Total amount of bonds to be issued

MN190\170\789819.v1
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ATTACHMENT 1
MODIFICATION OF THE TAX INCREMENT FINANCING PLAN FOR TAX INCREMENT
FINANCING DISTRICT NO. 1-42 WITHIN THE CENTRAL MONTICELLO
REDEVELOPMENT PROJECT NO. 1

I.

Background

The Tax Increment Financing Plan for Tax Increment Financing District No. 1-42 (the “TIF District”)
within Central Monticello Redevelopment Project No. 1 (the “Redevelopment Project”) was
originally approved by the City of Monticello (the “City”) on February 14, 2022 (Resolution No. 202214), and by the Monticello Economic Development Authority (the “Authority”) on February 23, 2022
(Resolution No. 2022-03);
The City and the Authority have determined a need to modify the TIF Plan in order to amend the
estimated sources and uses of funds;
Nothing in this modification is intended to modify or supersede or alter the activities described in
the original Redevelopment Program for Central Monticello Redevelopment Project No. 1. The TIF
Plan remains in full force and effect and is not modified except as described in this modification
document.
II.

TIF Plan Modification to TIF District No. 1-42

The following sections of the TIF Plan for TIF District No. 1-42 are modified as shown:
Subsection 2.04.3 Estimated Sources and Uses of Funds.
read as follows:

Replaced in its entirety to

The estimated sources of revenue, along with the estimated Public Development Costs of
the TIF District, are itemized in Figure 2-1 that follows. Such costs are eligible for
reimbursement from tax increments from the TIF District.
The City and Authority reserve the right to administratively adjust the amount of any of
the Estimated Tax Increment Project Cost line items listed in Figure 2-1, so long as the total
Estimated Tax Increment Project Costs amount, not including financing costs, is not
increased.

Figure 2-1
Estimated Sources and Uses of Funds
Total
Estimated Tax Increment Revenues
Tax increment revenues distributed from the County
Interest and investment earnings
Sales/lease proceeds
Market value homestead credit
Total Estimated Tax Increment Revenues

4,596,000
50,000
4,646,000

Estimated Project/Financing Costs (to be paid or financed with Tax Increment Revenues)
Project costs
Land/building acquisition
180,697
Site improvements/preparation costs
Utilities
Other public improvements
Construction of affordable housing
2,946,303
Administrative costs
100,000
Estimated Tax Increment Project Costs
3,227,000
Estimated financing costs
Interest expense

1,419,000

Total Estimated Project/Financing Costs to be Paid from Tax Increment Revenues
Estimated Financing
Total amount of bonds to be issued

4,646,000

4,646,000
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CITY OF MONTICELLO, MINNESOTA
TAX INCREMENT FINANCING PLAN FOR
TAX INCREMENT FINANCING (HOUSING)
DISTRICT NO. 1-42 (HEADWATERS APARTMENT PROJECT)
CENTRAL MONTICELLO REDEVELOPMENT PROJECT NO. 1
PROPOSED TO BE ADOPTED BY
CITY OF MONTICELLO
AND
CITY OF MONTICELLO ECONOMIC DEVELOPMENT AUTHORITY (EDA)
PUBLIC HEARING DATE: FEBRUARY 14, 2022
PLAN APPROVED BY EDA DATE: FEBRUARY 23, 2022
PLAN APPROVED BY CITY COUNCIL DATE: FEBRUARY 14, 2022
PLAN CERTIFICATION REQUEST DATE: _______________, 2022
PLAN CERTIFIED DATE: _____________, 2022

Northland Securities, Inc.
150 South Fifth Street, Suite 3300
Minneapolis, MN 55402
(800) 851-2920
Member NASD and SIPC
Registered with SEC and MSRB
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TAX INCREMENT FINANCING (HOUSING) DISTRICT NO. 1-42

ARTICLE I – INTRODUCTION AND DEFINITIONS
SECTION 1.01 INTRODUCTION
The City of Monticello and the City of Monticello Economic Development Authority propose
to provide tax increment ﬁnancing assistance through the establishment of Tax Increment
Financing (Housing) District No. 1-42 to assist with the ﬁnancing of certain project costs for the
construction of an approximate 108-unit rental multi-family housing facility, with an aﬀordable
component, by a private developer.
This document contains the plan for achieving the objectives of the Central Monticello
Redevelopment Project No. 1 through the establishment of Tax Increment Financing District No.
1-42.

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. “Authority” means the City of Monticello Economic Development Authority.
2. “City” means the City of Monticello, Minnesota.
3. “City Council” means the City Council of the City.
4. “County” means Wright County, Minnesota.
5. “Developer” means the private party undertaking construction of the Project within the TIF
District.
6. “Public Development Costs” means the cost of the development activities that will or are
expected to occur within the Project Area or the TIF District.
7. “Project” means the construction by the Developer of an approximate 108-unit rental multifamily housing facility for seniors, with approximately 75 on-grade and 100 covered parking
stalls, to be located at the corner of Golf Course Road and 7th Street West within the City.
8. “Redevelopment Plan” means the Redevelopment Plan for the Redevelopment Project, as
the same may, from time to time, be amended or supplemented.
9. “Redevelopment Project” means Central Monticello Redevelopment Project No. 1 of the
Authority, as the same may, from time to time, be amended or supplemented.
10. “School District” means Independent School District No. 882 (Monticello Public Schools).
11. “State” means the State of Minnesota.
12. “TIF Act” means Minnesota Statutes, Sections 469.174 through 469.1794, as amended, both
inclusive.
13. “TIF District” means Tax Increment Financing (Housing) District No. 1-42 (Headwaters
Apartment Project).
14. “TIF Plan” means the tax increment ﬁnancing plan for the TIF District (this document).

SECTION 1.03 PLAN PREPARATION
The document was prepared for the City and the Authority by Northland Securities, Inc.
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ARTICLE II - TAX INCREMENT FINANCING PLAN
SECTION 2.01 STATUTORY AUTHORITY
The TIF District and the TIF Plan are established under the authority of the TIF Act.

SECTION 2.02 PLANNED DEVELOPMENT
2.02.1
Project Description
The Project includes construction of an approximate 108-unit rental multi-family housing
facility for seniors, with approximately 75 on-grade and 100 covered parking stalls, to be located
at the corner of Golf Course Road and 7th Street West within the City. The proposed four-story
apartment building will include approximately 16 studio units, 64 one-bedroom units, and 28
two-bedroom units, with an aﬀordable rent component. The property where the Project will be
built is currently vacant and owned by the Authority.
2.02.2
City Plans and Development Program
In addition to achieving the objectives of the Redevelopment Plan, the Project 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 City has adopted land use controls to guide the use of property. The proposed
development plans for the Project in the TIF District have been reviewed by the Planning
Commission and the City Council.
2.02.3 Land Acquisition
The Authority owns the land within the TIF District. The Authority plans to sell/convey land to
the Developer for the Project.
2.02.4
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.
2.02.5
Need for Tax Increment Financing
In various materials the Developer has demonstrated that the proposed use of tax increment
ﬁnancing is needed to oﬀset the high construction costs of high-quality low- to moderateincome housing and associated infrastructure required to support the facility. Without the
proposed assistance, these initial up-front costs would make it infeasible for the Developer to
be able to charge the aﬀordable rents required for low-to moderate-income residents. Thus, it is
the opinion of the City and the Authority that 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 estimated tax
 ȱȱȱ ¡   ȱȱȱȱ 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, which is not required by the TIF Act for approval of a housing
district, indicates that the increase in estimated market value of the proposed development (less
ȱȱȱȱȱ ȱ¡ ȱ ȱȱȱ ¡   ȱȱ Ĵȱȱ¢ȱȱ
TIF Plan) exceeds the estimated market value of the site prior to the establishment of the TIF
District.
ADOPTED FEBRUARY 14, 2022
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SECTION 2.03 TAX INCREMENT FINANCING DISTRICT
2.03.1
Designation
This TIF District is designated Tax Increment Financing (Housing) District No. 1-42
(Headwaters Apartment Project).
2.03.2
Boundaries of TIF District
The boundaries of the TIF District are depicted in Exhibit V. The TIF District will include a
portion of what is currently parcel 155-033-900-010, along with the adjacent roads and right-ofway.
The property to be included within the TIF District is described as follows:
•

[A description of the property is being prepared and will be inserted here.]

ȱ¢ȱ ȱȱȱȱĴȱȱȱȱ ȱȱęȱȱ ȱȱ¢ȱȱ
County prior to the certiﬁcation of the TIF District.
2.03.3
Type of District
The TIF District is designated as a “housing” district pursuant to Section 469.174, subdivision 11
of the TIF Act. For the designation, of a tax increment ﬁnancing housing district, the Developer
of the Project will need to commit to the following:
1. Satisfy the income requirements for a qualiﬁed residential rental project as deﬁned in
section 142(d) of the Internal Revenue Code. This requirement applies for the duration of
the tax increment ﬁnancing district. The Fiscal Year 2021 Area Median Family Income (AMI)
for the County is $104,900. The developer will commit to provide (a) 40% or more of units
for occupancy by persons at 60% or less of AMI (based on household size). These income
thresholds may change over the life of the TIF District.
2. Provide that no more than 20% of the square footage of building to receive assistance from
tax increments consist of commercial, retail, or other nonresidential uses. Revenue derived
from tax increment from a housing district must be used solely to ﬁnance the cost of housing
projects as deﬁned in Section 469.174, subdivision 11 of the TIF Act. The cost of public
improvements directly related to the housing projects and the allocated administrative
expenses of the Authority may be included in the cost of a housing project.
3. Failure to comply with these income limitations is subject to the enforcement provisions of
Section 469.1771 of the TIF Act.

SECTION 2.04 PLAN FOR USE OF TAX INCREMENT
2.04.1
Estimated Tax Increment
The original net tax capacity of value of the TIF District will be set by the County upon request
for certiﬁcation. For the purposes of this Plan, the estimated original net tax capacity is $899.
This amount is estimated based on the most recent published estimated market value of
$386,137 for Parcel 155-033-900-010; with tax capacity value calculated for residential rental
¢ȱȱȱ ȱȱŗ ŞǯŜƖ ȱȱȱȱȱȱ¡ ȱȱ ȱȱĴȱȱ
to the new parcel that will be established for the Project and included in the TIF District.
The total tax capacity value of the property for the ﬁrst estimated year of tax increment (for
taxes payable in 2025) is estimated to be $163,620. This amount is based on a total estimated
market value of $13,089,600 with property classiﬁed as residential rental property. The
estimated diﬀerence between the total tax capacity value after development completion (for
taxes payable in 2025) and the original net tax capacity value is the captured tax capacity value
($162,721) for the creation of tax increment.
The total local tax rate for taxes payable in 2021 is 95.949%. The TIF Plan assumes that this rate
ADOPTED FEBRUARY 14, 2022
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will be set as the original local tax rate for the TIF District. At the time of the certiﬁcation of the
original net tax capacity for the TIF District, the county auditor shall certify the original local
tax rate that applies to the TIF District. The original local tax rate is the sum of all the local tax
ǰȱ¡ ȱȱȱȱȱȱȱĴȱȱȱȱȱȱ¢ȱȱ
Minnesota Statutes section 126C.13, that apply to a property in the TIF District. The local tax
rate to be certiﬁed is the rate in eﬀect for the same taxes payable year applicable to the tax
capacity values certiﬁed as the TIF District’s original tax capacity. The resulting tax capacity rate
is the original local tax rate for the life of the TIF District.
Under these assumptions, the estimated annual tax increment will be $156,129 in the ﬁrst year
of tax increment collection. The actual tax increment will vary according to the certiﬁed original
tax capacity value and original tax rate, the actual property value produced by the proposed
development and the changes in property value and State tax policy over the life of the district.
It is the intent of the City and the Authority to retain 100% of the captured tax capacity value for
the duration of the TIF district. Exhibit II contains the estimated tax increment over the life of
the District.
2.04.2
Public Development Costs
The Authority will use tax increment to pay Public Development Costs. The Authority
anticipates the use of tax increment to pay administrative expenses for the TIF District and to
reimburse the Authority and the Developer on a pay-go basis for Public Development Costs. A
contract between the Authority and the Developer will deﬁne the means for verifying Public
Development Costs to be incurred by the Developer that will be eligible for reimbursement
from tax increments and the means of disbursing tax increments collected by the Authority to
the Developer.
The Authority may also use tax increments to pay ﬁnancing costs. The interest rate payable on
bonds, the deﬁnition of bonds includes tax increment ﬁnancing revenue notes, to be issued will
be set pursuant to a contract with the Developer.
The City and the Authority reserve the right to modify the TIF Plan to provide authority to
expend tax increment from the TIF District on other qualiﬁed housing projects that meet the
criteria for establishing a housing TIF district. Section 469.174, subdivision 11 of the TIF Act
deﬁnes a housing district as consisting of a project, or a portion of a project, intended for
occupancy, in part, by persons or families of low and moderate income. The requirements for
the establishment of a housing TIF district are contained in Section 469.1761 of the TIF Act. The
primary criteria are income related. The criteria are diﬀerent for owned and rental housing.
The practical application of this authority includes:
•

The use of tax increment is not limited by pooling restrictions or the ﬁve-year rule.

•

The tax increment can be spent on activities outside of the TIF district, but within the
Development District No. 1.

•

This authority does not extend the maximum statutory duration of the TIF district.

•

The tax increment must be used solely to ﬁnance the cost of the “housing project”
as deﬁned by the TIF Act. The cost of public improvements directly related to the
housing project and the allocated administrative expenses of the Authority may be
included in the cost of the housing project.

•

No more than 20% of the square footage of buildings that receive TIF assistance may
consist of commercial, retail, or other nonresidential uses.

Potential applications of this authority include:
•

Individual housing projects avoiding the need for a new TIF district.

ADOPTED FEBRUARY 14, 2022
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•

Supplementing the revenues of another housing TIF district.

•

Assistance for the renovation of existing housing.

•

Acquisition of land for housing.

•

Assistance to make public improvements more aﬀordable.

2.04.3
Estimated Sources and Uses of Funds
The estimated sources of revenue, along with the estimated Public Development Costs of the
TIF District, are itemized in Figure 2-1 that follows. Such costs are eligible for reimbursement
from tax increments from the TIF District.
The City and Authority reserve the right to administratively adjust the amount of any of
the Estimated Tax Increment Project Cost line items listed in Figure 2-1, so long as the total
Estimated Tax Increment Project Costs amount, not including ﬁnancing costs, is not increased.
FIGURE 2-1
ESTIMATED SOURCES AND USES OF FUNDS

2.04.4
Administrative Expense
The Authority reserves the right to spend up to ten percent (10%) of tax increment revenues
distributed from the County on qualiﬁed administrative expenses pursuant to the requirements
in the TIF Act. The Authority will use these monies to pay for and reimburse the Authority for
costs of administering the TIF district allowed by the TIF Act. The estimated amount of tax
ADOPTED FEBRUARY 14, 2022
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increment revenue planned to pay administrative expense is shown in Figure 2-1. 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, among other qualiﬁed purposes.
2.04.5
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.
2.04.6
Bonded Indebtedness
The total amount of bonds estimated to be issued is shown in Figure 2-1. The City will not issue
any general obligation bonded indebtedness as a result of the TIF Plan.
The Authority intends to use tax increment ﬁnancing to reimburse the Developer on pay-asyou-go basis for Public Development Costs pursuant to a contract with the Developer.
The City or the Authority may advance or loan money to ﬁnance expenditures under Section
469.176, subdivision 4 of the TIF Act, from the general funds of the City or the Authority or any
other fund under which there is legal authority to do so, subject to the following provisions:
(a) Not later than 60 days after money is transferred, advanced, or spent, whichever
is earliest, the loan or advance must be authorized by resolution of the City or of the
Authority, whichever has jurisdiction over the fund from which the advance or loan is
authorized.
(b) The resolution may generally grant to the City or the Authority the power to make
interfund loans under one or more tax increment ﬁnancing plans or for one or more
districts. The resolution may be adopted before or after the adoption of the tax increment
ﬁnancing plan or the creation of the tax increment ﬁnancing district from which the
advance or loan is to be repaid.
(c) The terms and conditions for repayment of the loan must be provided in writing. The
Ĵȱȱ ȱȱȱ ¢ȱȱȱ¢ȱ ǰȱȱ ȱǰȱȱȱ   ǰȱȱ
ȱ ǰȱȱȱǰȱȱ ¡   ȱ ǯȱ Ĵȱȱ ȱ ¢ȱȱ ęȱȱ
or amended in writing by the City or the Authority before the latest decertiﬁcation of
any tax increment ﬁnancing district from which the interfund loan is to be repaid. The
 ¡   ȱȱȱȱ Ĵȱȱȱȱȱȱ ȱȱȱȱȱȱȱ
speciﬁed under Minnesota Statutes, Section 270C.40 or 549.09 as of the date the loan or
ȱȱ£ǰȱȱȱ Ĵȱȱ ȱȱȱȱ ¡   ȱȱȱ
will ﬂuctuate as the interest rates speciﬁed under Minnesota Statutes, Section 270C.40
or 549.09 are from time to time adjusted. Loans or advances may be structured as drawdown or line-of-credit obligations of the lending fund.
ǻǼ
ȱȱ ¢ȱȱȱȱȱȱȱ ĴȱȱȱȱŚŜşǯŗ ŝśǰȱ
subdivision 6 of the TIF Act:
(1) the amount of any interfund loan or advance made in a calendar year; and
(2) any amendment of an interfund loan or advance made in a calendar year.
2.04.7
Election of First Year of Increment and Duration of TIF District
The duration to collect and spend tax increments on eligible purposes is set at the maximum
duration of 25 years after the date of receipt of the ﬁrst tax increment or 26 years of tax
increment collection. The ﬁrst year of increment is elected to be year 2025. Based on the elected
ﬁrst year of increment, the estimated decertiﬁcation date is 12/31/2050.
2.04.8
Estimated Impact on Other Taxing Jurisdictions
Exhibits III and IV show the estimated impact on other taxing jurisdictions if the maximum
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estimated retained captured net tax capacity of the TIF District was hypothetically available to
the other taxing jurisdictions. The City and the Authority believe 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 and the Authority anticipate minimal impact of the proposed development on
city-provided services. A manageable increase in water and sewer usage is expected. It is
anticipated that there may be a slight but manageable increase in police and ﬁre protection
duties due to the development.
2.04.9
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 Authority will include this statement with the request for
certiﬁcation to the County Auditor.

ARTICLE III – ADMINISTERING THE TIF DISTRICT
SECTION 3.01 FILING AND CERTIFICATION
The ﬁling and certiﬁcation of the TIF Plan consists of the following steps:
1. Upon adoption of the TIF Plan by the City and the Authority, the Authority shall submit a
copy of the TIF Plan to the Minnesota Department of Revenue and the Oﬃce of the State
Auditor.
2. The Authority 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
Authority 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.

SECTION 3.02 MODIFICATIONS OF THE TAX INCREMENT FINANCING PLAN
The City and the Authority reserve the right to modify the TIF District and the TIF Plan. Under
the TIF Act, the following actions can only be approved after satisfying all the necessary
requirements for approval of the original TIF Plan (including notiﬁcations and public hearing):
1. any reduction or enlargement of geographic area of the Project or TIF District that does not
meet the requirements of Section 469.175, subdivision 4, paragraph (e) of the TIF Act.
2. increase in amount of bonded indebtedness to be incurred;
3. a determination to capitalize interest on the debt if that determination was not a part of the
original plan;
4. increase in the portion of the captured net tax capacity to be retained by the Authority;
5. increase in the estimate of the cost of the Project, including administrative expenses, that
will be paid or ﬁnanced with tax increment from the TIF District; or
6. designation of additional property to be acquired by the Authority.
Other modiﬁcations can be made by resolution of the Authority. 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 and the
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Authority agree 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.
Upon approval by the City, the Authority 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 3.03 4-YEAR KNOCKDOWN RULE
Since the TIF District is anticipated to consist of a single parcel, development of the Project as
planned prevents any loss of value from the 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
Authority 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, Authority, or owner of the parcel
subsequently commences any of the above activities, the Authority 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 3.04 POOLING/5-YEAR RULE
 ȱ ĴȱȱȱȱŚŜşǯŗ ŝŜř ǰȱȱŘǻǼ
ȱȱȱř ǻǼ
ǻśǼ
ȱȱȱ ȱ ǰȱ
any expenditures of increment from the TIF District to pay the cost of a “housing project” as
deﬁned in Section 469.174, subdivision 11 of the TIF Act will be treated as an expenditure within
the district for the purposes of the “pooling rules” and the “ﬁve year rule”. It is not anticipated
that tax increments will be spent outside the TIF District (except allowable administrative
expenses), but such expenditures are expressly authorized in the TIF Plan.

SECTION 3.05 FINANCIAL REPORTING AND DISCLOSURE REQUIREMENTS
The Authority will comply with the annual reporting requirements of the TIF Act pursuant to
the guidelines of the Oﬃce of the State Auditor. Under current law, the Authority must prepare
and submit a report on the TIF district on or before August 1 of each year. The Authority 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 3.06 BUSINESS SUBSIDY COMPLIANCE
The Project is exempt from the business subsidy requirements speciﬁed in Minnesota Statutes,
Sections 116J.993 to 116J.995 because the intended assistance for the Project speciﬁed in this
document is anticipated to be 100% for housing assistance.
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EXHIBIT V
Boundaries of Tax Increment Financing District No. 1-42 within
Central Monticello Redevelopment Project No. 1
TIF District is inclusive of parcels within the TIF District and the adjacent roads and right of way
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EXHIBIT VI
Boundaries of Central Monticello Redevelopment Project No. 1
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