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Northfield ADU Incentive Program

Ge orge Perry – Housing Intern

Problem

• Add 50 Single-Family Homes Annually through 12/2028
• Add 50 Multi-Family Homes Annually through 12/2028
• Strengthen Economic Development and Diversify Tax Base
• Expand Affordable and Innovative Housing Options
➢ Nort hf ie ld 2025-2028 S trate gic P lan

Intent

• Increase Housing Stock
• Build Tax Base
• Maintain Small-Town Aesthetic through Infill Development
• Develop Innovative Housing throughout Northfield
• Collaborate with Residents interested in Multi-Generational 

Living and Secondary Income Opportunities
➢ Northf ie ld 2045 Comprehensiv e P lan
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Overall Goals

Educa te  residents on the  
benefits of ADUs through public 
outreach, information sessions, 

and connecting community 
members

Colla bora te  with residents to 
make ADUs fea sible  on their 

properties by connec ting 
residents with developers, 
sendi ng c ity inspectors to 

properties,  etc.

Present the opportuni ty for ADU 
owners to apply  for tax 

abatement on thei r increase  in 
property va lue

Accessory Dwelling Units

Jum p Starting the  B en efi ts o f 
ADUs in  M inne ap ol is  - Stre ets.mn

A habitable dwelling unit  de tached 
from a single-family dwelling, on a 
permane nt  frost f ree  foundation, 

connected to sanitary se wer and w ater 
service s, that  provides basic  

re quire ments for living, sle eping, e at ing, 
cooking, and sanitation and conforms 

to  applicable building c odes.

Accesso ry Dwe l ling  Uni ts | No rthfield,  M N - 
Official  Web site

613 U nion Street – Renta l Licens e
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105 Nevada St. S 809 1st Street W – Rental License Property Value  (2025-2026) : $225,600 -> $325,000
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714 Highland Avenue

714 Highland Ave – Vicki and Lee Dilley 714 Highland Ave – Vicki and Lee Dilley

Property Value (2023-2024): $253,400 -> $337,000
❖ Increase of 33%
❖ Neighbors experienced increases of 4%, 4%, 6%, 9%, 14%, 

16%
❖ Taxes Increased by  $1,306
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ADU Tax Abatement Proposal

"The fundamental purpose of tax  abatement 
in Northfield is to  encourage de sirable development or 
redevelopment that would not otherwise occur but for 

the assistance provided"
-City of Northfield Tax Abatement Finance Pol icy

ADU Tax Abatement Proposal

Minnesota Statute s Section 469.1813 gives authority to 
Minnesota cities to grant an abatement of taxes 

imposed by the City i f ce rtain cri teria are met. 
Minnesota Statute  469.1813 Subdivision 8 places 

limitations on tax abatement.

Program Details

T he  goal  of this  program  is  to el imi na te  the  incre ase  i n tax es  that a home ow ner w ould f ace  f rom  
inc re as ing t hei r prope rty  v alue  w it h an ADU. Eligib le partic ipant s may  be  e ligi ble  to  re c ei ve  1 00% t ax 
abate me nt  of the  c it ie s re al e state tax  inc re as e as  a re sult  of buildi ng  or i mprov ing an ADU  for  f ive  
y ears . The  C ity w il l not a bate  m ore than $_ __  annually .

• Re al e state tax es  c olle cte d f or  the  v alue of the  land or  any  ex ist ing s truc ture  v alue  are not  e ligib le  for  
tax abate m ent  and w ill  not be  ab ate d as  part  of this  program

• Abat e me nt  w ill t ransf er  w it h any  sal e of  t he prope rt y dur ing t he  fi ve -y ear  ab ate m e nt  program

• T he  c ity  shall  prov ide  the  aw arde d ab ate m e nt  pay m e nt  f ollow ing pay me nt  of annual  real  es tate  
taxe s

• T he  ab ate m e nt  pe r iod w ill beg in in t he tax  ye ar  t he  prope rt y re aliz es  a v alue  inc re as e ov e r  the  
or iginal v alue  due  t o cons truc tion of  t he A DU

• O ne  s ingle  pay m ent  s ha ll be  m ade  t o the  ow ner  of  rec ord at  t he  t im e  of pa ym e nt, by  D ec e mb er 3 0 th 
f or  t he  prev ious cale ndar  y e ar
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Eligible Participants

Any person  wh o co nstructs a  n ew ADU or re novates an e xi sti ng ADU w ithi n th e Ci ty of 
Northfi eld  may be e lig ib le to re ceive 100% tax abatemen t o f the i ncre ase i n th e porti on of 
the  city’ s real  estate taxes provi ded all  of th e fol low in g are m et:
• Property i s lo cated w ithi n th e Ci ty of No rthfiel d and a permi t for an ADU is appli ed fo r 

and recei ved fro m City Staff
• Program  approvals mu st be  obtai ned p rior to the start of c onstruc ti on  of n ew ADU
• In  the  even t the  pro pe rty  own er re fu se s acc ess to Co unty Assessor staff to  perform an  

appraisal fo r tax asse ssme nt purposes, th e tax abatem ent sh al l e xpire fo r the  
rem ai nin g te rm o f the abatem ent peri od

• Accessory Dwe lli ng  Units m ust co mply w ith curren t North fi eld  Land Devel opmen t Code 
and Bui ld ing Co de fo r th e State of Mi nne so ta

Application

A w rit te n appl icat ion f orm  f rom  a hom e owne r , pr iva te  bus ines s or  de v el op er , av ailabl e from the  HRA of  
t he Cit y  shall be subm it te d f or all proje ct s  se e king an ADU t ax abate m e nt f rom t he  Ci ty . A c om ple te  
appli cat ion f or ab ate m e nt  s hall c ontai n the  f ollow ing:
• A c om ple te d appl ic ation f or  tax  abate me nt  w ith a ll supp ort ing m ater ial s at tache d.
• A non-re fundable  appl ica tion f e e of  $2 50

• A re fundabl e p roc e ssi ng fe e  of one  pe rc ent  of the  re ques ted amount  of a bate m e nt . Re f undi ng w ill 
be  prora te d to c orre sponding s taff  ti me  if  the  applic at ion is deni ed by the  Ci ty  or  rem ov ed by the  
appli cant . T he act ual c ost  of  se arche s , cre dit  re port s, fili ng  fe e s, and le gal f ee s  wi ll be  paid  direc t ly  
by  the  a pplic ant.

• Fi nanc ial  proj ec t ions. An i ndepe nde nt  financ ial analy sis  may  be  re que sted . For  the  p urpos es  of 
unde rw rit ing the propos al, the dev e lope r shall prov ide  any  reque ste d m arke t , fi nanc ial  env ironme nt , 
or  othe r  data re que s te d by  the  City  or  its c onsultants

• A s ite plan and c onstruc t ion plan f or the  propose d proje ct

• A c opy  of t he  building/ zoning pe rm it  onc e re c e ive d

Questions for Next Steps

❖ S houl d the  C ity partne r wi th a local  de ve lope r  to b ui ld pre-de sig ne d m ode ls for  ADUs ? S hould the  
Ci ty  part ner  w it h a pre fabr ic at e d housing m anufac t ure r?

❖ S houl d t he  C it y mandat e  t hat re nt al ADUs  are  at  HUD f air -m ark e t rat e s?  ($897 for  one-be droom , 
$1 ,17 7 f or tw o-be droom )

❖ W hat  c ap s houl d t he  C it y plac e on a nnual  tax  dollars abate d through thi s program?

❖ T he  C ity of  Northfie ld de f ine s an A DU as  part of  a “s ingle-f amil y d we lli ng s”, w ill w e  pe rmi t A DUs on 
prope rt ie s w ith duple xe s ?

❖ Unde r our c urrent  de fi ni ti on of  ADUs  this p rogram  w ill only  apply  to de ta che d AD Us. D o we  w ant  to 
re write  our LD C and work to e xpand this  progra m to inc lude  at tac he d ADU s? *In Minneap ol is, an 
Ac ces sory Dw el ling Unit , or  A DU, is  de f ined as a room or  s e t of room s w ith its own cook ing, 
sl eeping, and s anitat ion f ac ilit ies, and w hich is loca ted on the  s ame lot as a  singl e- or  two -f amil y 
home. The AD U m ust  be  s mal ler in area compared to the  m ain dw elling to w hich it  i s accessory .

❖ W ould  the  c ity se e k to hav e this  program  narrow to e xc lusi ve ly  rental units  for  e ase  of  
c lass ifi cat ion, giv e n w e already  hav e  a s ys te m  of p erm its f or re ntal units, or  w ould the c ity  lik e this  
progra m t o e xis t for  all A DUs?


