REPORT / RECOMMENDATION

To: Members of the Housing & Redevelopment Authority Agenda Item #: HRA V.

From:  Bill Neuendorf W% Action
Economic Development Manager Discussion

Date:  jyly 21,2015 Information

Subject: Amendment to Tax Increment Financing Policy for Affordable Housing

Action Requested:

Approve revisions to Edina’s Tax Increment Financing (TIF) Policy.

Information / Background:

In April 2011, the City adopted a formal policy to guide the use of Tax Increment Financing (TIF) in Edina.
This policy is proposed to be updated to reflect the recent changes in Minnesota TIF Statutes and to be
consistent with the City’s policy regarding affordably-priced housing.

The policy addresses projects located in a variety of Tax Increment Financing Districts and requires some
degree of affordably-priced housing in every TIF-supported project that includes residential units.

The Minnesota legislature authorized the City of Edina to provide TIF support to new projects located in
the SouthEast Edina Redevelopment Project Area provided that at least 20% of the units in the project are
affordably priced to households earning 60% of the area median income.

This policy also incorporates goals directly related to housing affordability — transportation costs and energy
costs. The inclusion of non-motorized vehicle and/or transit elements is based on Transportation Goals
Nos. [, 2, and 4 of the Edina Comprehensive Plan (see Section 7.4). The inclusion of energy efficiency goals
is based on Energy Goal No. 3 of the Edina Comprehensive Plan (see Section 10.5.4).

The wording of the proposed revision is consistent with the Affordable Housing Policy considered by the
City Council. Staff recommends that the revisions be approved.

Attachments:
TIF Policy with proposed revisions
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CITY OF EDINA
TAX INCREMENT FINANCING POLICY

For the purpose of this policy, the “City” shall also mean the Edina Housing and Redevelopment
Authority (HRA), which assists in a variety of housing, redevelopment, and economic
development activities for the City of Edina.

General TIF Definition:

The City of Edina has the authority to use Tax Increment Financing (TIF) pursuant to
Minnesota State Statutes. TIF uses the increased property taxes generated by new real
estate development within tax increment financing districts to pay for certain cost
associated with the development. The complete TIF Act can be found in Minnesota
Statutes, Section 469.174 - 469.1799.

Policy Purpose:

Establish criteria and guidelines for how Tax Increment Financing (TIF) is utilized in
Edina.

Help insure that TIF assistance is used in a consistent and equitable manner.

General TIF Policies:

The use of TIF will be considered for projects that qualify and meet the general use of
law as defined in Minnesota Statutes, Section 469.174 — 469.1799.

For new housing projects, TIF will only be considered for projects that include

affordably-priced units. Typically forty (40) percent or more of the units must be priced
in accordance with applicable income and rental limits. However, special legislation valid
until 2017 allows new Housing TIF Districs to be established if at least twenty (20)
percent of units in the project satisfy the income and rental limitations for 60% AMI.

For projects located in new Housing TIF Districts, the level of financial support
considered should fill the income gap created by the income-restricted housing units.

For projects located in Redevelopment or Renewal/Renovation TIF Districts, the level
of financial support considered should fill the income gap and may also address extra-
ordinary costs related to site redevelopment. The percentage of affordable-housing units
in projects located in these types of TIF Districts should be consistent with the zoning
approvals for the site.

All TIF supported housing projects should include two additional features to reduce the
household expenditures related to housing and commuting. Projects should incorporate
features to encourage bicycle commuting, car-sharing, or use of mass transit, in lieu of
sole reliance on the automobile. The project should also be designed to exceed the
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energy efficiency requirements of applicable Minnesota Codes. Utility savings must be
passed along to the residents.

e The use of TIF will only be considered on case by case basis for projects that help
accomplish the City’s goals for housing, redevelopment, and economic development
described in its Comprehensive Plan, Economic Development Strategies, Affordable
Housing Policy and other related policy documents approved by the City Council.

e TIF may be considered to encourage, stimulate, and attract desirable development

and/or redevelopment that would not occur without the use of TIF.

e When possible, TIF should leverage financial support from additional funding sources.

e TIF will be provided on a pay-as-you-go basis. In certain cases, up-front assistance may
be considered by the City, but will be at the sole discretion of the City Council.

e The City reserves the right to approve or reject the use of TIF, the amount of TIF, and
the total term, on a case by case basis, taking into consideration established policies,
project criteria, and demand on services in relation to the potential benefits from the
project.

e Applicant will pay for all legal and consultant costs associated with the preparation,
processing, review and actual use of TIF. Applicant will submit to the City a deposit
equal to the total estimated costs for legal and consultant fees. The City will draw upon
these funds to pay all related expenses.

e Applicant will also pay to the City a separate non-refundable application fee of $2,000 to
reimburse staff costs and cover all other City related costs associated with the
processing the TIF request.

e Projects utilizing TIF are responsible for paying their share of Fiscal Disparities
contribution from the project.

e The City’s Financial Advisor shall prepare the TIF plan and the applicant will provide to
the City and its financial advisor all information necessary to conduct a financial analysis
of the proposed project.

e Tax increment financing assistance will not be provided to projects that have the
financial feasibility to proceed without the benefit of tax increment financing. The
business or developer shall provide the City with a project financial pro-forma and a
development budget at the time of application. In effect, tax increment financing
assistance will not be provided solely to provide an excessive contingency to the project
or broaden a developer’s profit margins on a project.
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Prior to approval of a tax increment financing plan, the business developer shall provide
any required market and financial feasibility studies, appraisals, environmental studies,
soil boring information for the project, and other information or data that the City or
its financial consultants may require in order to proceed with an independent
underwriting. Such information may be public information at the time of submission.

The business developer should provide adequate financial guarantees to ensure
completion of the project and the repayment of the tax increment financing subsidy.
These may include, but are not limited to, assessment agreements, insurance, letters of
credit, etc.

Any business or developer requesting tax increment financing assistance should be able
to demonstrate past successful general development capability as well as specific
capability in the type and size of development proposed. The developer shall submit a
list of qualifications and references.

The TIF agreement will include “look back” provisions to ensure that the TIF was
actually needed or will be reimbursed unless otherwise determined by the City Council.

The provision of TIF is contingent upon receiving all other necessary project approvals
for the City.

The City will require compliance with the State of Minnesota Business Subsidy Laws in
Minnesota Statutes, Section |16).993 through 116.997, unless the project meets one of
the business subsidy exceptions.

Approved April 19, 201 |
Proposed Revisions July 21, 2015
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