SECTION 18

IMPLEMENTATION
CITY OF RUSHFORD

Implementation Items

The following are implementation strategies that were developed thought the comprehensive planning process:

· Develop a long term financing plan that takes into account the expected future changes in the city’s finance structure and where needed improvements can be planned

· Market the low and moderate income rental housing need identified in the housing study to developers

· Develop a coordinated housing response, particularly a financial response in the community

· Consider working with surrounding jurisdictions in the creation of a watershed management organization

· Need to modify sign ordinance to eliminate amortization of non-conforming signs

· Updates to Zoning Ordinance to be consistent with State Statute

· Park land dedication, formula for cash-in-lieu of land dedication

· Possible need for a Shoreland Overlay District

· May need updates to Floodplain Ordinance

· The City may want to consider adding a medium density residential district in addition to the three residential districts already in the Zoning Ordinance, the R-1 Single Family Residential District, R-2 Single Family Residential and R-3 Multi-Family Residential Districts.  The R-3 Multi-Family Residential District encompasses multi-family residential development densities from 7 to 24 units per acre, while the other zoning districts allow densities from 3 to 5.5 units per acres leaving an apparent gap in densities.

· The Himlie property is being held by the City for a combination of commercial development along the highway and residential land to the north and east, behind the commercial.  The land is being held in an “Agricultural” Land Use classification until a final development plan is adopted at which time the comprehensive land use plan will be amended and the zoning designation modified.  The property is currently zoned I-1 Light Industrial, which is not consistent with the current land use designation or the intended use of the property.  The city should modify the land use for this site to make the land use and zoning consistent for orderly planning.


Minnesota Design Team Recommendations

The Minnesota design team made a number of recommendations from their visit and presentation, a list and table of which has been prepared and attached to this Chapter.  Where the recommendations from the Minnesota Design team were relevant to the discussion in the other chapter, they were included as examples or for reference.  Many of the items are project specific that conform to the goals of the plan, but are a matter of policy and financing for the City or some other entity to implement.  A table of the recommendations from the Minnesota Design Team is included in the Appendix.

Implementation – Potential Financing Sources

Revenues

In essence, implementation comes down to financial resources or revenue.  Revenues to the city in whatever form create the financial assets of the city.  This section will provide a basic understanding of the primary revenue sources available to the city as it implements this Plan.

Property Taxes

Property taxes are the single largest and most important source of revenue to the City.  Property taxes are used to finance both day to day services and capital investments, such as new or upgraded water lines, streets, and other public facilities.  However, the use of property taxes can be limited in practice by political constraints and legally by levy limits imposed by the State of Minnesota.  On the political and practical level property taxes are constrained by the public’s perception of what is affordable.  Unfortunately, there is not a uniform criterion as to what is affordable.  The definition tends to vary from city to city based heavily on the politics and issues at the local level.  In addition, cities are not the only jurisdictions that levy property taxes.  Counties and school districts also levy property taxes and most often have a larger impact than cities.  Also, based on recent changes to the tax code commercial and industrial properties are also subject to a state property tax, which is used to pay a portion of the state reimbursed educational expenses.

Special Assessments

Cities may finance almost every form of infrastructure through the levy of special assessments.  An assessment represents the cost of a public improvement that is charged to benefited properties.  The statutory authority and procedures for the use of special assessments are provided in Minnesota Statutes, Chapter 429.  The basic legal test for special assessments is that the amount of the assessment for a parcel may not exceed the value received from the improvement as measured by the increase in the market value.  Beyond this economic test, the use of special assessments is a matter of local policy.  From a comprehensive plan, the use of special assessments has several important implications:

· New developments require an investment in public infrastructure, i.e. streets, water, sanitary sewer, and storm sewer.  As a matter of public policy the city needs to determine how much, if any, of the costs for new public infrastructure it is willing to finance through the special assessment process, all, none or some cost sharing formula.  There is no specific answer, but the city must decide how much risk it is willing to take on new development.
· To accommodate new development, it is sometimes necessary for the public infrastructure to be oversized, or constructed in such a way as to allow future growth to occur beyond the limits of the present development.  This oversizing benefits future developments, not current or existing ones.  Many cities utilize special assessments to pay for these costs and recover them when the future developments occur.
· The extension and construction of public infrastructure is sometimes necessary prior to an actual development occurring to obtain certain benefits for the whole community.  In such cases it is necessary to determine if assessments will be levied against vacant land, or will the assessments be deferred until development on the vacant parcel occurs, or a combination of both approaches.
· As the City’s infrastructure ages, it is necessary to reconstruct the public infrastructure.  When this occurs, it is necessary to assess properties within the neighborhood; however, in light of the benefits test discussed earlier the city will need to determine the limits of the costs that can be assessed as opposed to those costs that that should be assessed city wide, etc.


Capital Charges

Cities can recover the capital costs of sanitary sewer and water systems through various forms of capital charges.  The use of capital charges makes new development provide funds for the replacement or expansion of core utility systems, i.e. sewage treatment plants, water wells, water storage facilities, trunk water, sanitary and storm sewer lines.  There are two types of capital charges, an area charge, and a connection charge.  An area charge is collected on property that seeks to benefit from the public improvements at the time the property is subdivided, and a connection charge is collected when new buildings or users connect to one of the city’s utility systems.

Setting the amount of capital charges and when they are collected are two very important components of the development process.  Setting the amount too high could discourage development, while setting it too low will not allow the city to collect enough money to make the needed future investments in infrastructure or for the city repay itself for past infrastructure investments.


Impact Fees

The Minnesota Legislature has not provided the statutory authority to cities or other political jurisdictions to impose development impact fees.  Development Impact Fees are similar to capital charges. 

Utility Revenues

Cities charge users for the operation and maintenance of municipal utilities, which may include sanitary sewer, water, and storm water management.  To be effective utility user fees should be comprised of two elements to cover operational costs and capital costs.  The fees that cover the operational costs allow the city to pay for ongoing maintenance of the system, while the capital component of the fee is to set aside money for future investment in new or upgraded systems.  The capital component of the fee can also be used to support city debt that may need to be incurred to construct new or upgraded facilities.

Special Taxing Areas

State law authorizes cities to create four types of special taxing areas, which enable cities to undertake specific activities within a defined area

· Special Service District
· Housing Improvement Area
· Storm Sewer Improvement District
· Sidewalk Improvement District


State Aid for Streets

Cities of 5,000 in population received Municipal State Aid for the construction and maintenance of that part of its local street system that is designated as Municipal State Aid.  Since the City of Rushford is under 5,000 in population this funding mechanism does not apply.


Tax Increment

TIF was introduced in MN in 1946 but was not popularly used until the 1970’s when federally assisted housing and urban development programs began to be phased out.  In 1979, Legislature created a separate act to be used as a financing tool with it own specified procedures and limitations.  Since then, the Tax Increment Financing Act has been extensively amended to limit the use of TIF in order to correct perceived abuses of it use.  However, tax increment is still a very powerful development tool for cities to use.  The “tax increment” referred to in its name is the amount of property taxes collected on the new development  within a geographical area designated as a “tax increment financing district.  The tax increment collected represents the new tax revenue for all taxing jurisdictions, i.e. city, county and school district.  While there is a complex set of laws that govern tax increment financing, it can generally be used to promote industrial development, redevelopment, economic development and affordable housing. Tax increment revenues can finance public infrastructure, site improvements, land acquisition and site preparation.  The revenues can also be used to support debt in the form of tax increment bonds.

Tax Abatement

· Each taxing jurisdiction has independent abatement authority and a city only controls its share of property taxes.  The County and the School District much each decide whether or not to participate in a project and make an abatement levy.
· The total amount of tax abatement within the city is limited.  The annual abatement levy cannon exceed 10% of the current levy or $200,000, whichever is greater
· If all three taxing jurisdictions agree to abate taxes, the abatement levy may not run for more than 10 years.  If only one or two of the taxing jurisdictions participate, the abatement levy may run for up to 15 years.
Consider setting up a tax abatement district to raise local funds to leverage funds from other organizations to implement your housing recovery goals – For example if the city sold a bond, which was paid for from tax abatements in the amount of $50,000 per year under the following options it could raise the following:

	$50,000 Per Year		$100,000 Per Year
· 10 years - $368,000		10 years - $   736,000
· 15 years - $485,000		15 years - $   971,000	
· 20 years - $573,000		20 years - $1,145,000


Bonds

The following is a list of the various types of bonds or debt instruments that cites can utilize for their projects:

· Voter Approved Bonds
· Utility Revenue Bonds
· Special District Bonds
· Tax Increment Bonds
· Tax Abatement Bonds
· Recreational Facility Bonds
· Lease Purchase Financing
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