In many respects, the entire Comprehensive Plan deals with community development.
Each plan section seeks to achieve the vision for the future and make Faribault a great
community.
Ideally, the Comprehensive Plan does not have a Community Development section.
The Land Use Plan would be sufficient to channel market forces to meet the
development objectives of the community. In reality, certain development needs cannot
be met without public intervention. The Community Development section of the Plan
focuses on the aspects of Faribault’s future that require particular attention and action
by the City.

Community
Development
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EDA Strategic Planning
The Faribault Economic Development Authority (EDA) leads city initiatives in the
areas of community development and redevelopment. As part of its ongoing efforts,
the EDA undertakes annual strategic planning. This strategic planning becomes a
tool for refocusing on community needs and actions to implement the Comprehensive
Plan. The current objectives in the EDA’s strategic plan include:
1.

2.

Maintain current industrial base and foster additional development by:

•

Identifying property and infrastructure needs.

•

Identifying existing companies interested in expansion.

•

Solicit leads from existing businesses, local marketing resources and
community brochures.

Foster retail development, while maintaining current viability by:

•

Promoting the stability of the Faribault West Mall.

•

Planning for the expansion of commercial development along Highway
60 west of Interstate 35 and the related road improvements.

•

Encouraging redevelopment of the intersection on the south end of
Highway 48 along with access issues that need to be resolved.

•

Planning for retail development on the north side of Interstate 35.

•

Continuing downtown restoration and rehabilitation projects.

This chapter of the Comprehensive Plan examines the broad range of community
development issues that will shape the future of Faribault. The chapter focuses on the
issue areas of:

•

Historic Preservation

•

Tax Base Expansion

•

Job Creation and Retention

•

Redevelopment
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Historic Preservation
Certified Local Commercial Historic District
History
The City of Faribault established a Heritage Preservation Commission in 1981 and the
City adopted a Heritage Preservation Plan in 1985. The City of Faribault obtained
Certified Local Government status through the State Historic Preservation Office. By
1986, the National Register and Certified Local Commercial Historic Districts were in
place. The Certified Local Commercial Historic District was also certified by the State
Historic Preservation Office for use of the federal investment tax credits for historic
preservation of commercial properties. The commercial historic district is the only
locally designated historic district in Faribault.
Faribault City Hall

During 1987, the Heritage Preservation Commission conducted a historic sites survey
that was published in a report entitled The Faribault Historic Sites Survey, Phase 1. In
1988, Phase II, Evaluation and Registration began to evaluate structures within the
historic contexts of Faribault and to prepare National Register nominations for selected
sites. The results of the survey and evaluation process established buildings that were
considered contributing or non-contributing to the historic character of the commercial
historic district. Within and adjacent to the local commercial historic district are also
civic buildings that are individually listed on the National Register of Historic Places.

Rice County Courthouse

Certified Local Commercial Historic District Boundaries
A walking and driving tour of the commercial district and surrounding area was
conducted in the summer of 2002 by Claybaugh Preservation Architecture Inc. in order
to evaluate the existing boundaries in context with the current historic character. In
our conversations with staff, former consultants and commission members, we were
not able to determine the rational used to establish the boundaries of the Local
Commercial Historic District (LCHD). The following observations on the historic
district boundaries are shown on the downtown map of Faribault in the report.
1st Street NW and 1st Avenue NW

•

The existing LCHD contains an area of residentially zoned properties in the
southwest corner of the district that do not relate to the remainder of the
commercially zoned district.

•

The residential areas west of the commercial district contain some of the finest
historic residential properties in Faribault.

•

The existing LCHD excludes areas of historic commercial buildings adjacent to
the district that are of similar historic quality as those within the district. These
excluded areas include the post office and the railroad depot, and are shown on
the downtown map.

1st Street NW and 2nd Avenue NW

Historic District Boundary Recommendations
•
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Since there have been changes in the 16 years since the historic survey was
performed, it would be appropriate to reevaluate the property surveys to confirm
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the presence and condition of the buildings in the commercial district, and their
status as contributing or non-contributing buildings.

•

The State Historic Preservation Office has survey grants available to assist cities
in performing these surveys and probably funded the survey in 1987. Faribault
should investigate the availability of these grants in the near future.

•

It is apparent that the residentially zoned properties do not belong in the LCHD.
This has been made clear when the Heritage Preservation Commission has recently
had to evaluate residential properties in the district utilizing the commercial
property design guidelines. The current design guidelines do not address residential
properties.

•

It is apparent that there are commercial properties adjacent to the LCHD that
should be part of the local district.

•

There is an area of quality historic residential buildings that should be considered
by the Historic Preservation Commission as a local residential historic district.

Article 3. Heritage Preservation District Ordinance

3rd Avenue NE and Depot

1st Avenue NE at 3rd Street SW

13-330. Certificate of Appropriateness, B. Building Permit Required
•

Recommend modifying this section to include issuance of a Certificate of
Appropriateness prior to granting a Sign Permit in the Local Commercial Historic
District. Chapter 9. Signs in the City Ordinances has a Downtown Sign District
section that applies to the Local Commercial Historic District and clearly defines
the requirements for signage in the district. Current sign regulations need to be
strengthened and include a better historical motivation. Since signage is such an
important element in the appearance of buildings in the historic district, review of
signage by the HPC should be a part of the Certificate of Appropriateness process.
This should apply where a sign permit is required or where a building permit and
a sign permit is required.

Central Avenue at 5th Street NW

13-330. Certificate of Appropriateness, C. Exemptions
•

•

Review of exterior paint color schemes should be included in the process. Paint
color review is already required for any projects that receive State grant monies.
In order to provide timely review of paint color schemes, the Heritage Preservation
Commission (HPC) should establish a subcommittee of three commission members
that is authorized to review and approve paint color schemes without action by
the full commission. The task force could easily call a review meeting at the building
site on an as needed basis to provide quick response to applications.
Public improvements in the LCHD can have a dramatic effect on the character of a
historic district. Comment review of public improvements by the HPC should
occur during the concept design period so that HPC input can have an effect on
the final design of the public improvements. There should be an established
timeline and procedure between the HPC and other city departments for public
improvements review and comment.

Faribault Comprehensive Plan
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Figure 12-1
Local Commercial Historic District

13-330. Certificate of Appropriateness, E. Required time period for review
•

The 30 day period from building permit application to a written decision by the
HPC is not practical. This section should be modified to be in line with the 60 day
period in State Law for a written decision. If State Historic Preservation Office
review is required, State Law allows the 60 day period to start from the receipt of
a decision by the State.

13-360. Appeals
•
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The HPC should be notified in writing when an appeal of a HPC decision is made
Faribault Comprehensive Plan

Community Development

by a property owner to the City Council. The notification should include the
reasons for the appeal and the date of the Council hearing on the appeal.

•

A presentation of the HPC decision should be made to the Council at the hearing
by the HPC staff representative and at least one member of the HPC. This will
insure that the Council has the insights from the review and decision process
utilized in making the decision, and HPC comments on the issues stated in the
appeal.

General Recommendations
•

The City’s property data should include all contributing buildings in the Local
Commercial Historic District so that a sign or building permit application will tag
the application for review by the HPC.

•

As the above recommendations for changes to the ordinance are made, mailings
should be sent to all business and property owners in the district informing them
of the permit application and review requirements for exterior work on their
buildings.

Downtown Design Guidelines
Design guidelines were prepared for the Faribault Heritage Preservation Commission
in 1993 by Thomas R. Zahn & Associates. These design guidelines were prepared
specifically for commercial buildings in the Local Commercial Historic District. The
design guidelines provide a good background on the history and character of the district
along with a description of the application and review process, and financial incentive
programs.
The Guidelines for Building Facade Maintenance and Renovation provides guidance
on the following building issues:

•

Maintenance of historic exterior building fabric such as masonry, wood and metals.

•

General storefront design considerations for renovations and alterations to existing
historic buildings including doors, windows, ornamental features, signage and rear
entrances.

•

General guidelines for new infill construction.

•

Specific renovation recommendations for representative buildings in the historic
district.

Based on our review of the current design guidelines, and discussions with City staff
and Historic Preservation Commission members, we offer the following observations
and recommendations:

Maintenance Guidelines
The exterior material maintenance guidelines provide sound direction for proper
treatment of historic building fabric. The issue of lead based paint should be addressed
in the maintenance guidelines. All historic buildings will have lead based paint on
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exterior and interior painted surfaces unless the lead based paint has been removed or
building elements have been replaced since this type of paint was banned in the 1970s.
The Minnesota Department of Health provides guidelines for the proper removal and
disposal of lead based paint and OSHA has requirements for the protection of workers
involved with lead based paint abatement.

Renovation Guidelines
The renovation guidelines provide concise direction for treatment of various elements
of a traditional downtown commercial storefront building. The guidelines provide
graphics to illustrate the various issues along with examples of Faribault buildings to
illustrate how the guidelines apply to a specific building. There are a few portions of
the design guidelines where additional guidance is recommended.

•

The general storefront section should allow transom windows with patterned and
translucent glass.

•

The awning section should specifically prohibit internally illuminated awnings
and shinny awning fabric.

•

The replacement window section should allow the use of clear low-e glass and
specifically prohibit tinted glass.

•

The signage section should be referenced directly to the Downtown Sign District
section of the sign ordinance and signage guidelines should be developed.

•

The new construction section provides good direction for the design of an infill
storefront building in the historic district. The basic issues of proportions,
composition, openings, materials and building placement are illustrated so that
the HPC should be able to make a determination on a proposed infill storefront
design. The new construction section does not provide guidelines for any other
building type.

New Construction Guidelines
The National Register Commercial District that is contained within the local district
comprises one block of buildings facing each other on Central Ave. between 2nd and
3rd Streets. These buildings are all storefront buildings as described in the downtown
design guidelines. The local commercial historic district is more complex with building
types ranging from commercial storefronts to single-family residential properties. These
two building types and a number of others in the local district have entirely different
design and placement issues that should be addressed in design guidelines for new
construction. A different set of building types is appropriate in different areas of the
local historic district. The building types that are appropriate in the local historic
district can be defined in a building frontage code that defines the physical character
of future development patterns.
The frontage is the interface between public street (public realm) and private building
use (private realm). The frontage includes the semi-private space between the street
edge (property line) and the front wall of the building. The form, size and quality of
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frontages are governed by assigning a range of frontages in Street and Building Use
Types that are mapped for each property and public way frontage. The Frontage Code
is used to find the range of Frontage Types allowed for new development on any given
property.

Figure 12-2
Relationship of Public and Private Realms

Each Frontage Type is illustrated by a sketch that details the location, size and
relationship of building elements. The Frontage Type sketches are complemented by
the Frontage Type Design Guidelines.
The guidelines detail how each key element (yard, street wall, roof, awnings, shelter
and signage) of each frontage is treated. The guidelines details three basic characteristics
of each element:

•

Function: Location, size and use of each element.

•

Durability: Type and quality of materials.

•

Design: The aesthetic or beauty of an element, how it is detailed and its relationship
to historic building styles.

We would recommend that a frontage code be developed for the local commercial
historic district and adjacent commercial and residential areas to provide guidance to
new construction. These illustrated guidelines would provide objective criteria for
the HPC to utilize in making their determinations.

Residential Design Guidelines
The current downtown design guidelines are not applicable to the residential properties
within the existing historic district. Review of proposed modifications to residential
properties in the historic district is difficult to perform in an objective manner without
appropriate design guidelines.
We would recommend that the HPC identify an area of historic residential properties
adjacent to the LCHD with the goal of developing a local residential historic district
and appropriate residential design guidelines. The guidelines would identify the
Faribault Comprehensive Plan
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Figure 12-3
Storefront Frontage Type

historic house styles and defining features that are represented in the area along with
guidelines for maintenance and renovation. The guidelines would also identify the
patterns of building scale and placement that define the character of the area.
Residential design guidelines would be a beneficial guide to all home owners in the
area whether or not a local historic district was designated at this time.
Previous historic documents such as the Faribault Historic Sites Survey Report and
the Historic Contexts Report provide an excellent foundation for the development of
residential design guidelines. We would recommend that the HPC consider applying
for a Minnesota Historical Society Grant available to CLG cities for the development
of these design guidelines.

Resources for the Historic Preservation Commission
Robert Claybaugh of Claybaugh Preservation Architecture Inc. and Michael Koop of
the Minnesota State Preservation Office met with the HPC and City staff in January
2003 to discuss ideas to help the HPC in their work. One of the primary issues was
their need for as much information on appropriate materials, methods and design as is
available. Following are some resources that would be beneficial to the HPC.

•
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The HPC membership currently does not include any architects or design or
construction professionals that have experience in historic preservation. The
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knowledge of these professionals is invaluable in making creditable determinations.
HPC members with these credentials should be vigorously sought.

•

The National Park Service Preservation Brief series is an excellent resource for
preservation direction. If the City does not have a copy of these on file, they can be
obtained through Technical Preservation Services of the National Park Service.
The SHPO can assist with this.

•

The Technical Preservation Services of the National Park Service has launched a
new web site titled "Walk Through Historic Buildings" designed for heritage
preservation commission members, architects, developers and property owners.
The walk through uses a three-step approach to evaluating and making decisions
about historic building alterations. The web site address is: www2.cr.nps.gov/
tps/walkthrough

•

The Secretary of the Interior's Standards for Rehabilitation & Illustrated Guidelines
for Rehabilitating Historic Buildings, and Standards for the Treatment of Historic
Properties with Guidelines for Preserving, Rehabilitating, Restoring &
Reconstructing Historic Buildings are both excellent resources to assist the HPC
in making their determinations.

•

Traditional Building magazine is an excellent resource of restoration material
sources for any element of building restoration. The magazine is published 6 times
a year and each issue focuses on different building elements or restoration issues.
Their web site (www.traditional-building.com) has a searchable data base of
building product sources. We would recommend that the HPC subscribe to
Traditional Building magazine as a resource for commission members, and building
owners and developers.

•

Old House Journal is a publication that is focused on preservation and restoration
of historic residential properties. This magazine would also be a good resource for
commission members and residential property owners. Their web site address is:
www.oldhousejournal.com.

Tax Base
Under the current system of local government finance, property taxes are the largest
source of revenue. For this reason, the creation of new tax base is often a focus of
community development policies. Effective strategies to promote the growth of tax
base require a clear understanding of the property tax system.

Components of Property Valuation
There are three forms of property valuation. The foundation of the property tax system
is Estimated Market Value. This amount is the value of a parcel of property as set by
the County Assessor. In some circumstances, the State Legislature limits the amount
of Estimated Market Value that can be used for taxation. These adjustments result in
the Taxable Market Value. The value used to calculate property taxes is Tax Capacity.
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Tax Capacity Value is a percentage of Taxable Market Value. The percentage factors
are set by the State Legislature and vary by class of property.

Changes in the Tax System
Traditional community development theory seeks commercial and industrial
development as a means of building tax base. Historically, the system supported this
approach. A dollar of estimate market value of commercial-industrial property carried
a higher tax capacity value than residential property. Recent tax “reforms” by the
State Legislature have changed this situation.
The chart in Figure 12-4 shows how legislative changes have reduced the tax base
created by commercial-industrial development. This chart is based on the tax capacity
value for $3,000,000 of Taxable Market Value. The legislative changes in the rates
used to set tax capacity means that this property produced 56% less tax base in 2002
than in 1997.

Figure 12-4
Tax Capacity Value for $3,000,000 Commercial-Industrial Property

This trend takes on additional meaning when compared to other classifications of
property. Figure 12-5 compares the tax capacity value for the primary forms of
development in Faribault. These valuations in this chart are based on assumptions
about the density of development and estimated market value of new development.
Changes in these assumptions will alter the results.
This chart clearly illustrates the new reality for community development strategies.
All forms of development contribute tax base to the community. It is risky placing too
much weight on tax base growth as an objective. Cities do not control the critical
elements of the tax system. Changes in the system lead to unanticipated results at the
local level.
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Figure 12-5
Tax Capacity From Different Property Classifications

Jobs
The creation and retention of jobs is an important community development objective
for Faribault. Jobs attract residents to the community. Jobs provide the income needed
to support local business and government services. Retention of businesses promote
community stability by keeping jobs and residents in Faribault.
Job creation is important for other reasons. Census data shows that an increasing
number of Faribault residents have been employed at locations outside of the
community. On the positive side, this trend allows housing growth to occur without
related industrial development. The downside of this trend gives Faribault a greater
suburban feel. Residents employed outside of Faribault have greater opportunity to
shop in other cities. Increased travel time to work takes away time spent in the
community.

Redevelopment
The roots of redevelopment lie with economic factors. Limitations on income means a
lack of disposable income needed to reinvest in property. Over time, the lack of
investment leads to a deterioration of property. These conditions of blight often spread
to adjacent properties.
Redevelopment is an important community development issue for Faribault. Several
factors define the need for city action:

•

Redevelopment becomes a public issue because market forces are not likely to
solve the problem. Faribault has the ability to expand. Development demand can
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bypass redevelopment parcels and seek out vacant land. There is little or no
incentive to correct the problems on blighted parcels. Vacant land avoids many of
barriers of redevelopment sites.

•

Redevelopment property is often more expensive. Acquisition includes both land
and buildings. Redevelopment often requires the assembly of smaller parcels into
a larger site. Multiple property owners with differing interests compound the
complexity of land acquisition.

•

Redevelopment sites have more site preparation costs. Buildings must be
demolished and the site cleared before new construction can occur.

•

Redevelopment may face the need and cost of environmental remediation. Old
buildings may have asbestos or other hazardous materials that require special
treatment. Certain commercial and industrial uses may have allowed pollutants
to enter the soil.

All of these factors combine to create significant economic barriers to redevelopment.
Removal of these barriers is a primary focus of city actions related to redevelopment.

Industrial Redevelopment
Faribault has industrial uses scattered throughout the community. New industrial
growth has been directed into industrial parks, designed specifically for these uses. In
older parts of the community, industrial uses become mixed with residential and
commercial development. The Plan does not seek to alter this pattern as long as these
businesses remain viable operations. Many older industries are significant employers
and strong members of the community.
Industries that cease operations create community development issues for Faribault.
Older industrial buildings may be difficult to reuse for other purposes for both physical
and economic reasons. The city may also decide that reuse is not a desirable alternative
given adjacent land uses and overall community development objectives.
An active city role in industrial redevelopment is part of the Comprehensive Plan. A
leading redevelopment site is the Nutting Truck and Caster property (see Figure 125). This property presents the full range of redevelopment issues. While some of the
site has been reused, a complete reuse of the existing facility is unlikely. This situation
points to redevelopment, which will be difficult and expensive. Redevelopment will
require demolition of structures and clearance of the site. The complexity of
redevelopment is complicated by environmental contamination. The property is a
designated Super Fund site. Site pollution adds to development expense and may
limit options for reuse of the property. A change in the use of this property will not
occur without the leadership and financial participation of the city.
This site illustrates the community development challenges of encouraging the
redevelopment of industrial properties that no longer serve their intended purpose.
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Figure 12-6
Nutting Truck and Caster Site

Commercial Redevelopment
The exploration of commercial development options played an important role in
creating a land use plan for Faribault. The Comprehensive Plan seeks to provide
balanced approach to commercial development. One side of this balance comes from
providing vacant and developable land for new commercial expansion. The other side
comes from the need to encourage commercial growth on underutilized land and
redevelopment sites.
The commercial redevelopment focus of the City has been primarily on the Downtown
area. The City has used staff and financial resources to attract new businesses and
investments into the Downtown. The Comprehensive Plan seeks to continue current
policies and programs targeted at the Downtown area. Maintaining a successful
Downtown is an important element of the vision for the future of Faribault.
The future requires a broader focus of commercial redevelopment activities for the
City. The planning process highlighted four areas in particular: 4th Street Corridor,
Highway 60, Highway 21/3 intersection and South Highway 21.

4th Street Corridor
The primary focus of his corridor runs from 2nd Avenue NW to the railroad tracks.
The Plan seeks to strengthen this area as a gateway to and extension of Downtown.
The Land Use plan puts property adjacent to 4th Street into a new Mixed Use category.
An objective of the Plan is to attract new development with a mixture of retail, service,
office and residential uses. It is likely that a proactive approach by the City and financial
Faribault Comprehensive Plan
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assistance will be needed to establish this pattern. State improvements to Highway
60 will provide an opportunity to facilitate changes along the corridor.

Highway 60
Highway 60 between Interstate 35 and Highway 21 is a primary gateway to Faribault.
The appearance and vitality of this area is an important element of community image.
Traffic along this roadway provides a strong location for business. This area will face
competition from new development areas west of Interstate 35.
In strengthening this commercial district, the City should:

•

Use the Highway 60 improvements to improve the appearance and function of the
roadway.

•

Seek to build connections and relations between the Faribault West Mall and
Highway areas to establish a stronger business environment.

•

Encourage infill development on vacant parcels.

•

Identify obsolete and incompatible uses and work with developers to undertake
redevelopment projects.

Highway 21/3 Intersection
This intersection provides a good
commercial development opportunity.
This location benefits from good traffic
counts on both highways. The land at this
location can support a reasonable project.
This site contains approximately 12 acres
of vacant land. Redevelopment of adjacent
property could add another 25 acres to the
site. Assuming a building to lot ratio of
30%, the total site would accommodate
over 350,000 square feet of development.
Development in this location will help to
strengthen this gateway and the Highway
Figure 12-7
21 Corridor. Creating a strong commercial
Highway 21/3 Redevelopment Site
presence at this location benefits the
community by attracting people inside
(east) of Interstate 35 and towards the core of the city. It may be possible to further
encourage visitors to seek out other local businesses and attractions.
The strategies for encouraging the redevelopment will require additional study. At a
minimum, the City should promote this site in conversation with developers interested
in building in Faribault. Despite its assets, this site could get bypassed as developers
concentrate on new areas west of Interstate 35. A mix of vacant and developed
properties could allow the City to establish a tax increment financing district. Without
TIF, tax abatement offers an alternative form of financial participation. The City should
1214
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also consider if it is willing to assist in the assembly of land if needed to complete a
development project.

Highway 21 South
The commercial area along Highway21/County Road 48 entering Faribault from
Interstate 35 shows how economic energy and development potential can leave an
area. The empty and deteriorating K-Mart building sets the tone from this area. The
relocation of the Harley-Davidson facility further emphasizes the challenges facing
this district.
Development and traffic patterns have shifted away from this area. The Comprehensive
Plan recognizes that the commercial orientation of future development will be more
community in nature. The Plan seeks to increase commercial development potential
by bringing more residential development into this area. A stronger residential pattern
offers the potential to make this area a neighborhood-oriented center.
The commercial development potential of this area would be significantly enhanced
with a full access interchange connection to Interstate 35. An improved interchange
would improve access, visibility and overall connectivity.

Tools for City Actions
The Community Development section of the Comprehensive Plan presents items that
serve as a focus for city actions. These actions seek to achieve the vision for the future
of Faribault in areas where market forces alone will not be sufficient. State Law provides
a broad array of powers and tools that may assist the city in these initiatives. The
following section provides a brief discussion of the tools currently available to the
city. This information is designed to a point of reference in continued community
development planning.

Overview of Statutory Authority
Every statutory power contains a unique set of authorizations and restrictions.
Understanding these provisions is a key to effective use. In some cases, the city may
have several options. For example, public improvements can be financed with special
assessments, special service districts, housing improvement areas, tax abatement and
tax increment financing. To evaluate the use of potential statutory powers, the city
should find the answers to the following questions.
Who can use the powers? Most municipal powers are granted directly to the city. In
these cases, the city council can act without the involvement of any other body. Some
development powers reside solely with another entity, such as a housing and
redevelopment authority.
How do the powers function? Every municipal development power carries certain
requirements and implications of use. For example, Tax increment financing involves
a complex set of statutory requirements. Property owners must petition to start the
process for establishing a special service district. Tax abatement discussions should
Faribault Comprehensive Plan
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involve the County. These are just some of the important issues that shape decisions
on finding and using the right tools to implement the plan.
Does the power provide funding capacity? Many statutes provide access to revenues
and debt that can be used to finance implementation initiatives. Several questions can
help guide the evaluation of the funding capacity in a given statute:

•

What revenues are authorized?

•

How can the revenues be used?

•

Can the city issue the bonds as "general obligations", achieving the lowest interest
rates?

•

Do the bonds count against the city's debt limit?

•

What approvals are needed to authorize use of these powers?

Some key sources of statutory authority come from the following:

•

Constructing public improvements and levying special assessments - Chapter 429.

•

Constructing, operating, and maintaining water, sanitary sewer and storm water
utility systems - Section 444.075.

•

Creating and using special service districts - Sections 428A.01 though 428A.101.

•

Creating and using housing improvement areas - Sections 428A.11 though 428A.21.

•

Establishing and using tax increment financing districts - Sections 469.174 through
469.1791.

•

Making and using tax abatement levies - Sections 469.1812 through 469.1812.

•

Powers granted to cities through housing and redevelopment authorities - Sections
469.001 through 469.047.

•

Powers granted to cities through economic development authorities - Sections
469.090 through 469.1081.

•

Lease financing for real and personal property - Section 465.71.

These statutes are available on the Internet at www.revisor.leg.state.mn.us/stats.

Finance Tools
Community development actions require a framework for financial decision-making.
The investment of public dollars to achieve community development objectives should
be guided by several key principles:
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•

Financial resources are limited. The city has limited funding to apply to community
development initiatives, so the use of resources must be targeted to achieve the
greatest effect on community needs.

•

Financial decisions require a long-term perspective. The current use of financial
resources may reduce monies available in the future. In evaluating short-term
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opportunities, it is important to question the long-term impact on community
development.

•

Public funds should lead to private investment. While this section focuses on
public finance actions, the Comprehensive Plan cannot become reality without
private investment. The use of public funds should be targeted to actions that
encourage private investment in Faribault.

A complete examination of the tools available to the city is not possible, but providing
an overview of the most commonly used finance tools is important. This discussion
focuses on the highlights of those tools, but the specific statutory requirements for
using them are not fully described. In addition, the laws governing these programs
change over time. Finance plans for actual projects should be made using appropriate
technical and legal advice.

Tax Increment Financing
Tax increment financing (TIF) is the primary development finance tool available to
Minnesota cities (Minnesota Statutes, Sections 469.174 through 469.179). TIF is simple
in concept, but complex in its application. Through tax increment financing, the
property taxes created by new development (or redevelopment) are captured and used
to finance activities needed to encourage the development. The challenge in using TIF
lies with the complex and ever-changing statutory limitations. These complexities
make it impractical to provide a thorough explanation of tax increment financing as
part of this plan. Instead, this section highlights the use of TIF as it relates to the
implementation of the plan.
Uses

Tax increment financing can be used to finance all of the important implementation
actions facing the city: land acquisition, site preparation, parking, and public
improvements. In addition, TIF creates a means to borrow money needed to pay for
redevelopment costs. The city can issue general obligation bonds without an election
if 20% or more of the debt is supported by tax increment revenues. These bonds are
not subject to any debt limit.
Type of TIF Districts

The implementation of the plan may require the creation of one or more new TIF
districts. The following overview highlights some of the considerations in creating a
TIF district. This information is intended solely as a basic framework for finding
applications within downtown. All specific uses will require a thorough analysis of
all statutory factors.
The ability to meet the statutory criteria for establishing a district is a key to the use of
TIF. Three types of TIF districts have application to the plan.

•

Redevelopment: A redevelopment TIF district has two basic criteria. (1) parcels
consisting of 70% of the area of the district are occupied by buildings, streets,
utilities, or other improvements. To be occupied, not less than 15% of the parcel’s
area must covered by the improvements. And (2), more than 50% of the buildings,
not including outbuildings, are structurally substandard to a degree requiring
Faribault Comprehensive Plan
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substantial renovation or clearance (as defined by statute). A redevelopment
district may consist of noncontiguous areas, but each area and the entire area must
meet these criteria.·

•

Renewal and Renovation: A renewal and renovation district requires similar, but
reduced criteria. The following three factors must exist. (1) the same 70% occupied
test applies. (2) the minimum amount of structurally substandard buildings drops
to 20%. (3) 30% of the other buildings require substantial renovation or clearance
to remove existing conditions such as: inadequate street layout; incompatible uses
or land use relationships; overcrowding of buildings on the land; excessive dwelling
unit density; obsolete buildings not suitable for improvement or conversion; or
other identified hazards to the health, safety, and general well being of the
community.

•

Housing: A housing TIF district is intended to contain a project, or a portion of a
project, intended for occupancy, in part, by persons or families of low and moderate
income.

•

Economic Development: Economic development TIF districts focus on industrial
development. These districts can be established when the city finds it is necessary
to (1) discourage commerce, industry, or manufacturing from moving their
operations to another state or municipality; (2) increase employment; or (3)
preserve and enhance the tax base of the state. The TIF Act defines specific types
of industrial uses that are eligible for the establishment of this form of district.
The primary uses are manufacturing, warehousing, research and development, and
telemarketing.

Limitations

State Law imposes a variety of restrictions on the use of TIF. Several of these restrictions
are particularly relevant to implementation of the Plan.
Use of Tax Increments. The use of tax increment revenues is controlled by both State
Law and by local plan. State Law sets forth specific limitations based on the type of
TIF district. These limitations generally tie back to the original criteria used for
establishing the district. For example, at least 90% 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 allowed for the designation of
the district. This limitation requires careful consideration of the links between
individual projects and the community development initiatives. The use of tax
increments must also be authorized by a tax increment financing plan adopted by the
city.
Pooling. The term pooling refers to the ability to spend money outside of the boundaries
of the TIF district. For redevelopment districts, not more than 25% of revenues can be
spent on activities outside of the TIF district. The limit is 20% for all other districts.
Monies spent on administrative expense count against this limit. This limit reduces
the ability of TIF to pay for area-wide improvements and to use excess revenues to
support other development sites.
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Timing Constraints. Timing factors must be considered in creating a TIF district.
Establishing a district too far in advance of actual development may limit future use.
Within 3 years from the date of certification, the city must undertake activity within
the district. The statutory criteria of activity includes issuance of bonds in aid of a
project, acquisition of property or the construction of public improvements. Without
qualifying activity, no tax increment can be collected from the district. Within 4 years
from the date of certification, the city or property owners must take qualifying actions
to improve parcels within the district. All parcels not meeting these statutory criteria
must be removed (knocked down) from the district. Upon future improvement, any
parcel so removed may be returned to the district. After 5 years from the date of
certification, the use of tax increment is subject to new restrictions. Generally, tax
increment can only be used to satisfy existing debt and contractual obligations. The
geographic area of the TIF district can be reduced, but not enlarged, after 5 years from
the date of certification.

Tax Abatement
Tax abatement acts like a simpler and less powerful version of tax increment financing.
With TIF, the city controls the entire property tax revenue from new development.
Under the abatement statute (Minnesota Statutes, Sections 469.1812 through 469.1815),
the city, county and school district have independent authority to grant an abatement.
Uses

Abatement in Minnesota works more like a rebate than an abatement. The city (and
other units abating taxes) adds a tax levy equal to the amount of taxes to be abated.
The revenue from the abatement levy can be returned to the property owner or retained
and used to finance development activities. Tax abatement can be use to finance the
key redevelopment actions in the downtown: land acquisition, site preparation and
public improvements.
Tax abatement is perhaps best suited as an incentive for reinvestment in existing
property. While TIF deals with only the value from new development, abatement can
apply to both new and existing value. This power provides the means to encourage
rehabilitation of commercial buildings and housing. The City could agree to abate all
or part of the municipal share of taxes to encourage reinvestment tied to the plan.
The statute grants the authority to issue general obligation bonds supported by the
collection of abated taxes. The proceeds of the bonds may be used to pay for (1) public
improvements that benefit the property, (2) land acquisition, (3) reimbursement to
the property owner for improvements to the property, and (4) the costs of issuing the
bonds. These bonds can be issued without an election and are not subject to the debt
limit.
Limitations

State law places several important limitations on the use of tax abatement:

•

In any year, the total taxes abated by a political subdivision may not exceed the
greater of 10% of the current levy or $200,000.

•

If one political subdivision declines to abate, then the abatement levy can be made
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for a maximum of 15 years. If the city, county and school district all abate, then the
maximum period drops to 10 years.

•

The duration of the abatement can be extended to 20 years if it is for a “qualified
business” as defined in the statute. This provision is targeted towards industrial
development applications.

•

Taxes cannot be abated for property located within a tax increment financing
district.

Special Assessments
Public improvements are often financed using the power to levy special assessments
(Minnesota Statutes Chapter 429). A special assessment is a means for benefiting
properties to pay for all or part of the costs associated with improvements, and to
spread the impact over a period of years. This tool can be applied to both the
construction of new improvements and the rehabilitation of existing improvements.
Uses

Special assessments can be used to finance all of the public improvements resulting
from the Plan. Eligible improvements include sanitary sewer, water, storm sewer,
streets, sidewalks, street lighting, park, streetscape, and parking.
Special assessments provide a means to borrow money to finance public improvements.
Chapter 429 conveys the power to issue general obligation improvement bonds to
finance the design and construction of public improvements. Important factors in the
use of improvement bonds include:

•

A minimum of 20% of the cost of the improvement must be assessed against
benefited properties.

•

Beyond the 20% threshold, any other legally available source of municipal revenue
may be used to pay debt service on improvement bonds.

•

Improvements bonds are not subject to any statutory debt limit.

•

Improvement bonds may be issued without voter approval.

Limitations

Careful consideration must be given to setting the amount of the assessment. From a
legal perspective, the amount of an assessment cannot exceed the benefit to property
as measured by increased market value. There are also practical considerations. In
growth areas, cities must decide how to allocate costs between current and future
development. Assessment policies must consider the how to make this allocation and
the financial resources needed to carry future costs until development occurs. For
reconstruction, the challenge becomes determining how much benefiting property
owners should pay for enhancing an existing improvement. Within this limitation,
several factors will shape the amount of the assessment.

•

1220

The amount of the assessment must be 20% or more of the improvement cost to
allow the issuance of bonds.
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•

Local improvement policies and/or decisions made on previous projects often create
parameters for assessments. Likewise, assessment decisions should be made with
consideration of the potential implications for future similar projects.

•

The assessment must strike a balance between equity and feasibility. Properties
that benefit from improvements should pay a fair share of the costs. The assessment
must be affordable for both the property owner and the city. Reducing the
assessment to the property requires the city to allocate other revenues to the project.

Special Service District
A special service district is a tool for financing the construction and maintenance of
public improvements within a defined area. Minnesota Statutes, Sections 428A.01
through 428A.10 govern the creation and use of special service districts. This legislation
is currently scheduled to sunset in 2005. A special service district provides a means to
levy taxes (service charge) and provide improvements and service to a commercial area.
Uses

A special service district can be applied to both commercial and industrial areas. The
district can provide an alternative means of financing the construction of any of the
public improvements discussed previously with special assessments. The service
district approach avoids the benefits test imposed by special assessments; the test for
the district is that the amount of service charges imposed must be reasonably related
to the special services provided. The costs of parking, streetscape, or storm water
improvements, for example, may be better spread across a district than through
assessments to individual properties.
An important use of the special service district is the maintenance of public
improvements. Some of the improvements described in the plan require a level of
maintenance above the typical public improvement. Items such as banners and planted
materials must be maintained and replaced. Higher levels of cleaning and snow removal
may be needed. Without a special service district, these costs are typically borne
through the General Fund of the city.
Limitations

The use of a special service district is subject to some important constraints:

•

The process to create a special service district and to levy taxes to use must be
initiated by petition of property owners and is subject to owner veto. The use of a
special service district requires a collaboration of property owners and the city.
There are two separate steps in the process: (1) adoption of an ordinance
establishing the service district and (2) adoption of a resolution imposing the
service charges. Neither step can be initiated by the city; the city must be petitioned
to undertake the processes to create a special service district and to impose service
charges. At a minimum, the petitions must be signed by owners representing 25%
of the area that would be included in the district, and 25% of the tax capacity
subject to the service charge.

•

The actions of the City Council to adopt the ordinance and the resolution are
subject to veto of the property owners. To veto the ordinance or the resolution,
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objections must be filed with the City Clerk within 45 days of initial City Council
action to approve. The objections must exceed 35% of area, tax capacity, or
individual/business organizations in the proposed district.

•

The service charge applies solely to non-residential property. State Law limits the
application of a service charge to only property that is classified for property
taxation and used for commercial, industrial, or public utility purposes, or is vacant
land zoned or designated on a land use plan for commercial or industrial use. Other
types of property may be part of the service district, but may not be subject to the
service charge.

Housing Improvement Area
The City has the power to establish a special taxing district to make improvements in
areas of owner-occupied housing (Minnesota Statutes, Sections 428A.11 through
428A.21). The housing improvement area is similar in concept to the special service
district. It is a special taxing district that can be used to finance a variety of
improvements. However, there is an important administrative difference with the
housing improvement area. The City has the ability to assign the procedures for
imposing “fees” and administering the area to another “authority,” such as the HRA or
EDA.
A housing improvement area is a defined collection of parcels. The area may cover a
single housing project or a broader area within the downtown.
The city has the power to levy a “fee” on the housing units in the area. This fee may
work like a property tax or may be spread using another approach determined by the
city. The fee can be collected through the property tax system.
Uses

The statute allows each city to define the nature of housing improvements. This tool
can be used to finance any form of public improvement, including streetscape, parking
and trails. A housing improvement area can also be used for private improvements
that are part of new or existing housing developments.
Limitations

The city does not have the unilateral power to establish a housing improvement area.
The process must be initiated by petition of property owners. In addition, the actions
to establish the area and impose the fees are subject to veto by the property owners.
These potential complications become moot if the area is set up at the beginning of the
development process. Typically, there is a single property owner at this stage of the
process. In existing neighborhoods, this tool allows residents to take the initiative to
improve local parks.
The current law is scheduled to sunset on June 30, 2005. If this tool becomes part of
the ongoing redevelopment plans of the city, then an extension or removal of the sunset
provision will be necessary.

Utility Revenues
The city operates three municipal utilities: water, sanitary sewer and storm water.
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The revenues from the operation of these utilities are available to pay for capital
improvements in support of community development initiatives. State Law (Minnesota
Statutes, Section 444.075) gives the authority to pledge these revenues to general
obligation bonds for utility system improvements.

Street State Aid
The city receives state aid for the construction and maintenance of the local streets.
This aid can only be used for streets designated for inclusion in the local state aid
street system. These revenue can also be pledged to pay debt service on bonds issued
for the construction and maintenance of state aid streets (M.S. 162.18).

Street Reconstruction
A relatively new municipal power is the ability to issue bonds to finance street
reconstruction projects (M.S. 475.58). To use this authority, the streets to be
reconstructed must be part of a “street reconstruction plan” that describes the streets
to be reconstructed, the estimated costs, and any planned reconstruction of other city
over the next five years. The issuance of the bonds must be approved by a vote of all of
the members of the governing body following a public hearing. The issuance subject
to a reverse referendum provision. The city must hold an election prior to issuance of
petitioned by voters within 30 days of the public hearing. Unlike most municipal
debt, these bonds are subject to the debt limit.

Lease Revenue Bonds
Public buildings can be financed through the issuance of lease revenue bonds. This
tool combines two pieces of statutory authority. A housing and redevelopment
authority (or EDA using these powers) has the ability to issue revenue bonds to finance
projects pursuant to a redevelopment plan. These projects can include the construction
of public buildings. Most HRA’s do not, however, have sufficient revenues to secure
these bonds. A city can provide this revenue through a lease purchase agreement with
the HRA. The authority for the lease comes from Minnesota Statutes, Section 465.71.
In considering the use of lease revenue bonds, several factors should be noted:

•

The lease is not a long-term, binding obligation in the form of most city bond issues.
The lease is subject to a statutory “annual appropriation” pledge. In simple terms,
the city council has the right not to appropriate funds to pay the lease in any fiscal
year. This action would, however, mean forfeiture of the facilities financed with
the lease.

•

If the amount of the lease exceeds $1,000,000, then the obligation is subject to the
statutory debt limit. This limit equals 2% of the taxable market value of property
in Excelsior.

•

A levy by the city to make payments on lease revenue bonds qualifies as a special
levy under the current levy limit system. A levy to pay debt of another political
subdivision is an eligible special levy. Although a HRA is a part of city government,
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it is technically a political subdivision.

Policies
The following policies are statements of intent related to the role of the city in
community development. These policies are intended guide decisions pertaining the
role of city government in addressing specific community development needs.
1.

Target city resources at community needs that cannot be met with public invention,
including preservation of historic structures, recruitment and retention of
businesses, and redevelopment.

2. Consider overall community benefit when providing financial assistance for
community development initiatives (community benefit can include tax base, jobs,
livable wage levels, improved image, historic preservation, community involvement,
economic assets).
3

Support redevelopment of underutilized land to a greater intensity of development
that will increase job opportunities, make better use of local tax base opportunity,
provide greater services to the community and improve upon the area's image.

Initiatives
The process of preparing the Comprehensive Plan led to the following initiatives. These
initiatives are action to be undertaken by the City of Faribault to achieve the policy
objectives related to community development.
1.

A variety of bodies have roles, responsibilities and powers needed to address
community development needs in Faribault. These bodies include City Council,
Housing and Redevelopment Authority, Economic Development Authority,
Planning Commission and Historic Preservation Commission. On-going
communications and coordination of efforts will produce the best results and most
effective use of resources.

2. Redevelopment projects present unique challenges based on the specific
characteristics of each site. The city should charge the EDA or HRA with the task
of identifying and prioritizing key redevelopment sites. This step would lead to
the ability to undertake more specific planning for these sites.
3.
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The following actions would improve the decision making process, promote better
communication between various segments of City government, and will have very
little cost other than HPC and staff time:

•

Update the Heritage Preservation District Ordinance with the recommended
changes to include signage and paint color review, and the required time period
for review.

•

Develop a procedure between the HPC and the City Council to handle appeals
based on our recommendations.
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•

Develop a procedure between the HPC and City departments to permit timely
comment review of public improvements by the HPC.

•

Obtain copies of National Park Service publications on historic preservation.

•

Add historic district contributing building information into the city data base
used for building permit applications.

4. The following recommendations will be more long term and will require city funds
in order to match the grants and hire consultants:

•

Update the Historic Sites Survey and the contributing building list in the local
commercial historic district with a Minnesota Historical Society grant. Utilize
the results of this survey to modify the boundaries of the local commercial
historic district.

•

Develop a frontage code for the local commercial historic district and adjacent
areas.

•

Update the Downtown Design Guidelines to mesh with the frontage code (se
page 12-8).

•

Update the Historic Sites Survey in the residential area with a Minnesota
Historic Society grant. Utilize the results to develop a local residential historic
district or design review district.

•

Develop residential design guidelines for the area identified in the historic sites
survey with a Minnesota Historical Society grant.
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