
CITY OF HECTOR

Residential and Business Expansion Incentive Policy
Property tax refund program
 

The basis of the program is to provide a refund of city property taxes to anyone building a single or multi-family residential dwelling unit and commercial property, or making improvements to the existing housing and commercial property stock that exceeds a certain amount.  This program is also available to anyone wishing to establish a new business in town (excluding home occupations).  

 

Property owners of new or improved property will see an increase in their assessed valuation in the year following completion of their project, which translates into higher property taxes.  The property owner would be responsible for paying the taxes to the County Auditor as always.  However, after property taxes are paid in full to include the increased amount, the City will refund to the property owner that portion of the city property taxes resulting from an increase in the assessed valuation which was generated by the improvement, provided the minimum assessment increase is $50,000 for residential property and $75,000 for commercial property.  New homes built in 2006 and on the tax roles/occupied by January 2, 2007 will be eligible for the rebate in December, 2008 when all payable ’08 taxes have been paid.  (Taxes will not be levied for '07 that result in the increased valuation).  Property owners establishing a new business (excluding home occupations) within the City limits, that produce at least two more jobs, would qualify for the same rebate program.
 

Program details:
1) The program applies to all property owners that are taxable regardless of the style of the home or the income of the property owner.  Properties eligible are those properties located in the following zoning districts:  B-1 (Central Business District), B-2 (Highway Commercial District), M-1 (Manufacturing District), R-1 (Single Family Residential District), R-2 (Multifamily Residential District), and R-3 (High Density Residential District).  

2) Parcels must be in the city limits.

3) The program applies to the local tax rate only.  Property owners will still have to pay property taxes for other districts levying taxes against the property (i.e. school district, county, etc.).

4) The program provides for a rebate of city property taxes after they are paid in full of any increase in taxes that result from increased assessed valuation that exceeds $50,000 for residential property and $75,000 for commercial property as determined by the City Assessor.

5) The program provides for a rebate of said city taxes for a period of three consecutive years with the first year being the taxes payable year whereby the assessment records indicate an increase in assessed value resulting from new construction or an improvement project such as housing rehab.  City tax rebates will be in the following schedule:  100 percent in the first year, 66 percent in the second year, 33 percent in the third year.  No rebate will occur in the fourth and subsequent years.  For already existing housing or businesses, the portion of the tax rebate is that of the City increase only from the result of the increased valuation.  (i.e. city portion of taxes before project is $1,200, after a project of an increase in assessed value of at least $50,000 for residential and $75,000 for commercial is $1,800, difference = $600, rebate is $600 in the first year, $396 in the second year, and $198 in the third year. 
6) Property owners establishing a new business within City limits, which in turn produces, at the minimum, two additional jobs, are also eligible for the tax rebate program.  
7) Home Occupations are not eligible for the tax rebate program.  In regards to this program, a “Home Occupation” is described as any occupation which is clearly incidental to the principal use of the premises, is conducted by a resident occupant, and does not change the character of the principal use. 
8) The increase in assessed valuation must be the result of construction, improvements, or rehabilitation to the property as evidenced by a building permit.  The value of the building permit is not to be used to determine the amount of the tax refund.  

9) Increases in assessed valuation due to inflation or other factors will not be considered in calculating the amount of the tax rebate.  

10) Tax refunds will not be made in advance of taxes being paid.

11) Tax refunds will not be made in advance of actual market value assessment records being certified and received by the property owner for the specific tax payable year.

12) Tax refunds will not be made if any delinquency exists for property taxes, special assessments, or utility payments.

13) Tax refunds will not be made for property that violates applicable building, zoning, subdivision regulations, or is in violation of the City’s blight ordinance.

14) The refund will be paid in December.

15) Properties are not eligible if they are receiving other types of city development assistance, including, but not limited to, tax increment, tax abatement, reduced or waived special assessments, or land cost write-down.  

16) The City Council may, for whatever reasons including the financial condition of the City, at any time, discontinue this program and/or deny the rebate to any property owner.  In the event that the City discontinues this program, the City Council will provide notice prior to December of the year preceding the effective date of cancellation.  Any construction that is in progress at the time of notice of the program’s cancellation will be eligible for the rebate incentive.
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