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NOTICE OF AGENDA
ECONOMIC DEVELOPMENT AUTHORITY
Forest Lake City Center – Council Chambers
Forest Lake, Minnesota
March 14, 2022 – 5:30 PM
1) Call to Order
2) Roll Call
3) Pledge of Allegiance
4) Approve the Agenda
5) Election of Officers
6) Approve Minutes from Regular Meeting of January 10, 2022
7) Downtown and Highway 61 Commercial Incentive Program Application - 432 North Shore Drive Coffeesmith
8) Business Subsidy Policy Introduction
9) Other - City Updates
10) Washington County Update
11) Forest Lake Area Chamber of Commerce Update
12) Adjourn
EDA MISSION STATEMENT
Assist and support the economic climate of the City of Forest Lake through programming and communication to achieve the greatest outcome for its citizens and
businesses by:
•
•
•
•
•

Marketing the City and its assets
Supporting existing businesses
Supporting new businesses
Creating partnerships
Providing a vision for the future of commercial areas

*A quorum of the City Council is possible at all Board and Commission Meetings
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Staff Report
Date:

March 3, 2022

To:

President and Members of the EDA

From:

Dan Undem, Assistant City Administrator

Re:

Election of Officers

Election of Officers
Per the EDA’ Governing Resolution, the following officer positions need to be elected. The current office holder is
listed below in parenthesis:
1.
2.
3.
4.
5.

President (Mara Bain)
Vice President (Blake Roberts)
Secretary (Mark Finneman)
Treasurer (Judy Huntosh)
Assistant Treasurer (Sam Husnik)

Requested Action: Elect officers to the positions listed above.

Economic Development Authority
Regular Meeting

1.

Karin Derauf, Deputy City Clerk

5:30 PM

City Center - Council Chamber

Call to Order
Attendee Name
Blake Roberts
Judy Huntosh
Sam Husnik
Mara Bain
Mark Finnemann
Jennifer Lorge
Leif Erickson

2.

Roll Call

3.

Pledge of Allegiance

4.

Approve the Agenda

1.

1408 Lake Street South
Forest Lake, MN 55025
www.ci.forest-lake.mn.us

~ Minutes ~
Monday, January 10, 2022
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Motion To:

EDA
EDA
EDA
EDA
EDA
EDA
EDA

Title
Member
Member
Member
President
Member
Member
Member

Status
Present
Present
Present
Present
Absent
Present
Present

Arrived

Approve the Agenda

COMMENTS - Current Meeting:

Move Election of Officers item 5 to the February 14, 2022 EDA Meeting. Commissioner
Roberts asked to add a discussion item related to Highway 61 Turn back.
RESULT:
MOVER:
SECONDER:
AYES:
ABSENT:

5.

ADOPTED [UNANIMOUS]
Sam Husnik, EDA Member
Judy Huntosh, EDA Member
Roberts, Huntosh, Husnik, Bain, Lorge, Erickson
Mark Finnemann

Election of Officers
Moved to EDA Meeting to be held on February 14, 2022.

6.
1.

Approve Minutes from Downtown Committee Group Workshop of
November 29, 2021
Motion To:
29, 2021

Approve Minutes from Downtown Committee Group Workshop of November

Economic Development Authority
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RESULT:
MOVER:
SECONDER:
AYES:
ABSENT:

7.
1.

ADOPTED [UNANIMOUS]
Judy Huntosh, EDA Member
Leif Erickson, EDA Member
Roberts, Huntosh, Husnik, Bain, Lorge, Erickson
Mark Finnemann

Approve Minutes from Regular EDA Meeting of December 13, 2021
Motion To:

Approve Minutes from Regular EDA Meeting of December 13, 2021

RESULT:
MOVER:
SECONDER:
AYES:
ABSENT:

8.
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January 10, 2022

ADOPTED [UNANIMOUS]
Leif Erickson, EDA Member
Blake Roberts, EDA Member
Roberts, Huntosh, Husnik, Bain, Lorge, Erickson
Mark Finnemann

Washington County CDA Business Needs Assessment Survey Results
Chris Eng, from Washington County CDA, presented information from a Business Needs
Assessment Survey and noted the primary concerning factors for businesses include the
following:
1. Hiring and retention
2. Marketing and social media
3. Growth and growth management
4. Finding new customers
5. Managing workflow
He also indicated a new program called What's Next, and also commented that he is looking
for ideas and input from the EDA and other agencies for this new program. Commissioner
Lorge suggested reviewing a TV program by Marilyn Carlson Nelson called Inside the
Boardroom. Chris said he would look into potentially contacting them. He also noted that
the Career Launch program with the school is looking for greater partnerships and
discovering what employers are looking for in terms of qualifications for workers.

9.

2022 Work Plan Update
Assistant City Administrator Undem presented the Work Plan for 2022 as a list of priorities
and a guiding document of projects to focus on in the coming year. He commented on
some of the projects and a 6-month prioritization of that work. He also noted that hiring of
a Community Development Director will also be helpful in prioritization of work.
He recommended the completion of the Downtown Planning process with HKGI with
potential approval of the plan in the second quarter. He noted that tax abatement, business
subsidy, and TIF incentive programs, and the marketing of Headwaters 123 as part of the
Tech Corridor are also priorities.

Economic Development Authority

Page 2

Printed 1/12/2022

Regular Meeting

Minutes

5

January 10, 2022

City Administrator Casey noted that there would be a discussion of TIF parameters, and
projects that would fit into those parameters. He commented that it would be formatted as
initial workshop discussions with the EDA and then move the discussion to joint workshops
with the Council.
Assistant City Administrator Undem also provided information on the Downtown Planning
process and what the next steps will be. He indicated that the online exchange will go live
on Wednesday, January 12, 2022 and links will be provided on the City website. He also
commented that an in-person engagement will take place on Tuesday, January 25, 2022 at
7:00 p.m. at the City Center. Commissioner Roberts commented on the last update and
asked for feedback from the EDA on their thoughts after the presentation. Assistant City
Administrator noted that the feedback options are still open. Commissioner Huntosh asked
how this will go out to the community to get true engagement. There was further
discussion about next steps and pulling feedback together from the EDA and the
community.
President Bain suggested designation of a Chair to the Downtown Committee Group help
define, provide direction, and lead the group into the implementation phase. Commissioner
Huntosh asked about the costs and sequencing of the projects that come out of the Plan.
Assistant City Administrator Undem noted that there will be a CIP price list that comes out
of the plan based on the given parameters of the Downtown area. He also noted that
designating a Chair would help formalize the group.
Assistant City Administrator Undem also provided an update on the Headwaters 123, Tech
Corridor, and the Excipio Study. He noted that the lead on the Excipio Study has retired
and that a new representative has been assigned to the study. He commented that he will
be following up with the new representative to discuss the Excipio Study project.

10.

Discussion on Highway 61 Turn Back
Commissioner Roberts discussed the Highway 61 Turn back, MNDot paving the area, and a
light pole that needs to be replaced. He asked several questions and for feedback from City
Engineer, Ryan Goodman. Engineer Goodman addressed what the turn back would look like
and provided insight on the discussions that he has been involved in regarding Hwy. 61. He
noted that the County will be doing an access study of Highway 61 from Hugo through
Forest Lake and he also addressed the costs of turn back and how that impacts the City
budget in the future.

11.

Other - City Updates
Assistant City Administrator Undem noted that Open to Business will have in-person office
hours starting soon.

12.

Washington County Update
Chris Eng commented that this year is the 40-year anniversary of the Washington County
CDA and they have generated a report featuring a case study on Forest Lake.

13.

Forest Lake Area Chamber of Commerce Update
Commissioner Lorge provided an update that two new businesses that will be moving into
Forest Lake very soon.

Economic Development Authority
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January 10, 2022

Adjourn
Motion To:

Adjourn

RESULT:
MOVER:
SECONDER:
AYES:
ABSENT:

ADOPTED [UNANIMOUS]
Jennifer Lorge, EDA Member
Sam Husnik, EDA Member
Roberts, Huntosh, Husnik, Bain, Lorge, Erickson
Mark Finnemann

Economic Development Authority
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Staff Report
Date:

February 22, 2022

To:

President and Members of the EDA

From:

Dan Undem, Assistant City Administrator

Re:

Downtown Incentive Program Application

The City has received an application for the Downtown Redevelopment Incentive Program. This application is for
the property located at 432 North Shore Drive.
The application is for exterior improvements and Stormwater/Landscaping improvements made to the property.
Current program criteria require the applicant to submit costs in excess of $40,000 in order to qualify for the full
$5,000 amount. The applicant has submitted costs in excess of the $40,000. These costs include the installation
of a parking lot, raingarden, and sidewalk. Staff has reviewed what was submitted and confirms that the costs are
in excess of the required $40,0000 for the program.
Staff Recommendation:
Staff is recommending approval of the incentive for 432 Northshore Drive in the amount of $5,000.
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Staff Report
Date:

March 3, 2022

To:

President and Members of the EDA

From:

Dan Undem, Assistant City Administrator

Re:

Business Subsidy Policy Discussion

Included on the EDA’s current workplan is a review and update of the City’s Business Subsidy Policy. The city does
currently have an approved Business Subsidy Policy which was approved in 2012. A copy of this policy is enclosed
in the packet for your review. Updating this policy is recommended as economic conditions and priority
development types have changed in the past 10 years.
To begin the policy update discussion, staff will present an overview of business subsidies including information
on what subsidies are and why a city would choose to use them. We will then go into an overview of the current
city policy and start the conversation on what are the project types the EDA would like to see in the City of Forest
Lake.
Also included in this memo is the City of Cottage Grove’s Business Subsidy Policy to provide some additional
context as to how these policies look. In addition, the packet contains an excerpt from the League of Minnesota
Cities Handbook for Minnesota Cities Chapter on Community Development. This excerpt provides some
additional background on the business subsidy policies.
Requested Action:
Provided for discussion/feedback
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CITY OF FOREST LAKE, MINNESOTA
BUSINESS ASSISTANCE POLICY
Public Hearing: June 25, 2012
Adopted: __________
I.

PURPOSE

The purpose of this policy is to provide guidance for the City of Forest Lake (the “City”) in its provision
of assistance for commercial and housing development and redevelopment projects. As a matter of
adopted policy, the City will consider using public assistance to assist private development only in those
circumstances in which the proposed private project shows a demonstrated financing gap, meets one of
more of the goals presented in the City’s Strategic Plan, and is consistent with the City’s Comprehensive
Plan.
This policy shall be used as a guide in processing and reviewing applications requesting public financing
assistance. The City shall have the option of amending or waiving sections of this policy when
determined necessary or appropriate.
II.

STATUTORY LIMITATIONS

All forms of business assistance provided by the City must comply with applicable state law and
regulation, including Minnesota Statutes 116J.993 through 116J.995. Minnesota Statutes 116J.993,
Subd. 3 defines a Business Subsidy as “a state or local government agency grant, contribution of personal
property, real property, infrastructure, the principal amount of a loan at rates below those commercially
available to the recipient, any reduction or deferral of any tax or any fee, any guarantee of any payment
under any loan, lease, or other obligation, or any preferential use of government facilities given to a
business.” Appendix A lists forms of financial assistance that state law does not consider business
subsidies.
A business subsidy may not be granted until the grantor has adopted criteria after a public hearing for
awarding business subsidies. A grantor may deviate from its criteria by documenting in writing the reason
for the deviation and attaching a copy of the document to its next annual report to the Department of
Employment and Economic Development (DEED). A copy of the criteria must be submitted to DEED
along with the first annual report following the enactment of the Policy or with the first annual report after
it has adopted criteria, whichever is earlier. Notwithstanding Minnesota Statutes 116J.993, subdivision 3,
clauses (1) and (21), “business subsidies” as defined under section 116J.993 includes the following forms
of financial assistance: (1) a business subsidy of $25,000 or more; and (2) business loans and guarantees
of $75,000 or more.
III.

GOALS

As a matter of adopted policy, the City will consider using a business assistance tool to assist private
development only in those circumstances in which the proposed private project shows a demonstrated
financing gap, meets one of more of the goals presented in the City’s Strategic Plan, and is consistent
with the City’s Comprehensive Plan. The City’s primary development priority is to encourage high-value
commercial development, including but not limited to manufacturing, warehousing, distribution, office
and retail uses. Single-family residential and multi-family housing proposals may be considered for
assistance on a case-by-case basis. In all instances, the terms and conditions of any business assistance
1
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are to be decided at the discretion of the City Council.
IV.
PUBLIC ASSISTANCE TOOLS
1. Tax Increment Financing
Tax increment may be spent only for specified purposes permitted in the underlying development
statutes. The Minnesota Tax Increment Act is codified as Minnesota Statutes 469.174 through
469.1811. In addition, the Tax Increment Act specifies the qualifying conditions and/or
development purposes for several types of TIF districts, and the required process for establishing
and reporting on a TIF district.
2. Tax Abatement
Tax abatement may be spent only for specified purposes permitted in the underlying development
statutes. The Minnesota Tax Abatement Act is codified as Minnesota Statutes 469.1812 through
469.1815.
3. City Fees
The City may consider deferring or assessing City fees for purposes permitted in the development
statutes and City Code. Whether a particular fee is eligible to be deferred or assessed over time
may depend on the City Fund’s ability to support the deferment.
V.

BUT FOR TEST

With tax increment financing, the City is statutorily required to find that the increased market value of the
site that could reasonably be expected to occur without the use of TIF would be less than the increase in
the market value of the proposed development after subtracting the present value of the projected tax
increments for the maximum duration of the district permitted by the TIF Plan according to Minnesota
Statutes, Section 469.175, subd. 3(d).
This market value-based “but for” analysis is required only for TIF projects. To allow for this evaluation,
the developer must provide a complete development budget and operating pro forma, and an
accompanying statement explaining the need for assistance.
VI.

TYPES OF FINANCING

The City will consider “pay as you go” financing arrangement with the developer. With pay as you go
financing, the developer pays for various costs initially, and the authority promises to reimburse the
developer from tax increment, tax abatement, or other identified economic development and
redevelopment tools over time as it is generated. This arrangement may be structured as a revenue note
or bond issued to the developer, with an interest component to compensate the developer for costs of
financing the improvements up front.
Interfund loans and transfers secured by tax increments or tax abatements may be used when there is an
extraordinary capital requirement that cannot be met through conventional private debt and/or equity, and
to benefit a project of high priority and interest to the City.
Bonds secured by tax increments or tax abatements may be issued only when there is an extraordinary
capital requirement that cannot be met through conventional private debt and/or equity, and to benefit a
project of high priority and interest to the City. The bonds may be general obligation bonds backed by the
2
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full faith and credit of the City.
VII.
TERM OF ASSISTANCE
The City retains the ability to provide a shorter term for the tax increment or tax abatement than the
Minnesota Tax Increment Act and Minnesota Tax Abatement Act, respectively.
VIII.

BUSINESS ASSISTANCE PROJECT APPROVAL CRITERIA

All new projects approved by the City must meet the following mandatory minimum approval criteria.
However, it should not be presumed that the business assistance request of a project meeting these criteria
will automatically be approved. Meeting these criteria creates no contractual rights on the part of any
potential developer.
1. The assistance shall be provided within applicable state legislative restrictions, State Auditor
interpretation, debt limit guidelines, and other appropriate financial requirements and
policies.
2. The project should meet one or more of the goals referenced in the City’s Strategic Plan.
3. The project must be in accord with the City’s Comprehensive Plan and Zoning Ordinances, or
if amendments are required the approved is conditioned on obtaining the approvals.
4. Prior to approval of business assistance, the developer shall provide any required market and
financial feasibility studies, appraisals, soil boring, information provided to private lenders
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.
5. Any developer requesting business assistance should be able to demonstrate past successful
general development capability as well as specific capability in the type and size of
development proposed.
6. The developer must retain ownership of the project at least long enough to complete it, to
stabilize its occupancy, to establish the project management, and to initiate repayment of the
business assistance.
7. The level of business assistance funding should be reduced to the lowest possible level and
least amount of time by maximizing the use of private debt and equity financing first, and
then using other funding sources or income producing vehicles that can be structured into the
project financing, prior to using additional business assistance funding.
IX.

BUSINESS ASSISTANCE PROJECT EVALUTATION CRITERIA

If a business meets the criteria in Section 4 and is eligible for assistance, the following criteria will be
used to determine the amount of assistance and type of assistance that may be provided. All projects will
be evaluated by the Forest Lake City Council on the following criteria for comparison with other
proposed business assistance projects reviewed by the City, and for comparison with other subsidy
standards (where appropriate). It is realized that changes in local markets, costs of construction, and
interest rates may cause changes in the amounts of business assistance subsidies that a given project may
require at any given time. In applying the criteria to a specific project, the following will apply:
The City may consider the requirements of any other business subsidy received, or to be received, from a
3
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grantor other than the City.
1. If the business subsidy is a guaranty, the amount of the business subsidy may be valued at the
principal amount of the guaranteed payment obligation.
2. If the business subsidy is real or personal property, the amount of the subsidy will be the fair
market value of the property as determined by the City.
3. If the business subsidy is received over time, the City may value the subsidy as it determines
is fair and reasonable under the circumstances.
4. As used herein, “Benefit Date,” means the date the business subsidy is received. If the
business subsidy involves the purchase, lease, or donation of physical equipment, then the
benefit date occurs when the recipient puts the equipment into service. If the business subsidy
is for improvements to property, then the Benefit Date refers to the earliest date of either
when the improvements are finished for the entire project or when a business occupies the
property.
5. All business assistance projects will need to meet a “Reasonable Rate of Return.” Assistance
will not be used unless the need for the City's economic participation is sufficient that,
without that assistance the project could not proceed in the manner as proposed. The
Reasonable Rate of Return will be based on market standards at the time of the application
for assistance.
6. Business assistance will not be used when the developer's credentials, in the sole judgment of
the City, are inadequate due to past track record relating to: completion of projects, general
reputation and/or bankruptcy, or other problems or issues considered relevant by the City.
7. Business assistance funding should not be provided to those projects that fail to meet good
public policy criteria as determined by the Council, including: poor project quality; projects
that are not in accord with the City’s comprehensive plan, zoning, redevelopment plans, and
city policies; projects that provide no significant improvement to surrounding land uses, the
neighborhood, and/or the City; projects that do not meet one or more of the goals referenced
in the City’s Strategic Plan; projects that do not meet financial feasibility criteria established
by the City; and projects that do not provide the highest and best desired use for the property.
8. All projects receiving business assistance under the criteria listed in Minnesota Statutes
116J.993, Subd. 3 must meet the job and wage goals described below. Minnesota Statutes
116J.994, Subd. 2 allows the City to deviate from its criteria by documenting in writing the
reason for the deviation and attaching a copy of the document to its next annual report to the
Department of Employment and Economic Development.
Projects receiving business assistance must create or maintain a minimum of 1 full time job
paying an average wage of 150% of Federal minimum wage, including benefits.
9. The amount of assistance available to a project will be limited by the amount of proceeds that
TIF or other financing tools may support.
10. Job creation or retention is not required for businesses subsidies as long as the grantor
identifies an alternate public purpose in addition to tax base increase. If after Council
consideration of the alternate public purpose(s) proposed, the creation or retention of jobs is
4
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determined not to be a goal, the wage and job goals may be set at zero.
11. In lieu of job creation or retention, other measurable, specific, and tangible goals shall be
established. Examples of tangible goals may include tax base diversification, property
redevelopment, enhanced economic diversity, community stabilization, investment in the
community and/or other goals identified in the City’s Strategic Plan and City’s
Comprehensive Plan.
12. Business assistance will normally be used for projects that address the following land use
issues: (1) high value development consistent with the City’s Comprehensive Plan; (2)
location on property which needs but is not likely to be developed or redeveloped because of
blight or other adverse conditions of the property; and possibly (3) the inclusion of design
and/or amenity features not otherwise required by law.
13. Business assistance will be evaluated on the project’s impact on existing and future public
investment: (1) whether and to what extent the project will utilize existent public
infrastructure capacity and the extent it requires additional publicly funded infrastructure
investments; (2) arrangements for the City to receive a direct monetary return on its
investment in the project.
14. Business assistance will normally be used for projects that demonstrate to the satisfaction of
the City adequate financing for the project is available and that the project will be completed
in a timely fashion.
15. Business assistance from the City must satisfy all requirements of Minnesota Statutes
116J.993 through 116J.995.
X.

LOOK BACK PROVISION

The City reserves the ability to include a Look Back Provision in the Development Agreement for a
project. Under the Look Back Provision, the City has the ability to review the development proforma and
grant assistance based on the estimates for the project. After completion of the project, the City has the
ability to compare the actual project costs and performance with the estimates and adjust the assistance
provided so a “Reasonable Rate of Return” is achieved. This adjustment will be made only in
circumstances when the business subsidy can be reduced to achieve a “Reasonable Rate of Return.” The
adjustment will not be made to increase the amount of the business subsidy.
At the time the Development Agreement is being negotiated, the City will consider if and how any
assistance above the “Reasonable Rate of Return” may be shared.
Some criteria, by their very nature, must remain subjective. However, wherever possible "benchmark"
criteria have been established for review purposes. The fact that a given proposal meets one or more
"benchmark" criteria does not mean that it is entitled to funding under this policy, but rather that the City
is in a position to proceed with evaluations of (and comparisons between) various business assistance
proposals, using uniform standards whenever possible.

________________________________
Mayor
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APPENDIX A
The Business Subsidies Statutes specifically exclude 22 items from the definition. The following are NOT
business subsidies:
•
•
•
•
•
•
•
•
•
•
•

•

•
•

•
•
•
•
•
•
•
•

A business subsidy of less than $150,000;
Assistance that is generally available to all businesses or to a general class of similar businesses,
such as a line of business, size, location, or similar general criteria;
Public improvements to buildings or lands owned by the state or local government that serve a
public purpose and do not principally benefit a single business or defined group of businesses at
the time the improvements are made;
Redevelopment property polluted by contaminants as defined in M.S. Section 116J.552, Subd. 3;
Assistance provided for the sole purpose of renovating old or decaying building stock or bringing
it up to code and assistance provided for designated historic preservation districts, provided that
the assistance is equal to or less than 50% of the total cost;
Assistance to provide job readiness and training services if the sole purpose of the assistance is to
provide those services;
Assistance for housing;
Assistance for pollution control or abatement, including assistance for a tax increment financing
hazardous substance sub-district as defined under M.S. Section 469.174, Subd. 23;
Assistance for energy conservation;
Tax reductions resulting from conformity with federal tax law;
Workers' compensation and unemployment compensation;

Benefits derived from regulation;

Indirect benefits derived from assistance to educational institutions;
Funds from bonds allocated under chapter 474A, bonds issued to refund outstanding bonds, and
bonds issued for the benefit of an organization described in section 501 (c) (3) of the Internal
Revenue Code of 1986, as amended through December 31, 1999;
Assistance for a collaboration between a Minnesota higher education institution and a business;
Assistance for a tax increment financing soils condition district as defined under M.S. Section
469.174, Subd. 19;
Redevelopment when the recipient's investment in the purchase of the site and in site preparation
is 70 percent or more of the assessor's current year's estimated market value;
General changes in tax increment financing law and other general tax law changes of a
principally technical nature;
Federal assistance until the assistance has been repaid to, and reinvested by, the state or local
government agency;
Funds from dock and wharf bonds issued by a seaway port authority;
Business loans and loan guarantees of $150,000 or less; and
Federal loan funds provided through the United States Department of Commerce, Economic
Development Administration.
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APPENDIX B
CITY OF FOREST LAKE
BUSINESS ASSISTANCE FINANCING APPLICATION
Legal name of applicant:
Address:
Telephone number:
Name of contact person:
REQUESTED INFORMATION
Addendum shall be attached hereto addressing in detail the following:
1. A map showing the exact boundaries of proposed development.
2. Give a general description of the project including size and location of building(s); business
type or use; traffic information including parking, projected vehicle counts and traffic flow;
timing of the project; estimated market value following completion.
3. The existing Comprehensive Plan Land Use designation and zoning of the property. Include a
statement as to how the proposed development will conform to the land use designation and
how the property will be zoned.
4. A statement identifying how the assistance will be used and why it is necessary to undertake
the project.
5. A statement identifying the public benefits of the proposal including estimated increase in
property valuation, new jobs to be created, hourly wages and other community assets.
6. A written description of the developer’s business, principals, history and past projects
I understand that the application fee will be used for City staff and consultant costs and may be partially
refundable if the request for assistance is withdrawn. Refunds will be made at the discretion of the City
Council and be based on the costs incurred by the City prior to the withdrawal of the request for
assistance. If the initial application fee is insufficient, I will be responsible for additional deposits.
SIGNATURE
Applicant's signature:
Date:
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CITY OF FOREST LAKE
Application for Business Assistance Financing
GENERAL INFORMATION:
Business Name:

Date:

Address:
Type (Partnership, etc.):
Authorized Representative:

Phone:

Description of Business:

Legal Counsel:
Address:

FINANCIAL BACKGROUND:
1.

Have you ever filed for bankruptcy?

2.

Have you ever defaulted on any loan commitment?

3.

Have you applied for conventional financing for the project?

4.

List financial references:
a.
b.
c.

Phone:
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5.

Have you ever used Business Assistance Financing before?
If yes, what, where and when?

PROJECT INFORMATION:
1.

Location of Proposed Project:

2.

Amount of Business Assistance requested?

3.

Need for Business Assistance:

4.

Present ownership of site:

5.

Number of permanent jobs created as a result of project?

6.

Estimated annual sales:

7.

Market value of project following completion:

8.

Anticipated start date:

Present:

Future:

Completion Date:

FINANCIAL INFORMATION:
1.

Estimated project related costs:
a.

land acquisition

b.

site development

c.

building cost

d.

equipment

e.

architectural/engineering fee

f.

legal fees

g.

off-site development costs

Total:

$
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2.

Source of financing:
a.

private financing institution

b.

requested public assistance funds

c.

other public funds

d.

developer equity

$

Total:

PLEASE INCLUDE:
1.
2.
3.
4.
5.
6.
7.

Preliminary financial commitment from bank
Plans and drawing of project
Background material of company
Development budget (sources and uses of funds)
Operating pro forma analysis (minimum of 10 years)
Personal and/or corporate financial statements, as applicable
Statement of property ownership or control
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City of Cottage Grove and
Cottage Grove Economic Development Authority
Public Financing Criteria and Business Subsidy Policy
Modified December 2019
INTRODUCTION:
This Policy is adopted for purposes of the business subsidies act, which is Minnesota Statutes, Sections
116J.993 through 116J.995 (the “Statutes”). Terms used in this Policy are intended to have the same
meanings as used in Statutes. Subdivision 3 of the Statutes specifies forms of financial assistance that
are not considered a business subsidy. This list contains exceptions for several activities, including
redevelopment, pollution clean-up, and housing, among others. By providing a business subsidy, the
City commits to holding a public hearing, as applicable, and reporting annually to the Department of
Employment and Economic Development (DEED) on job and wage goal progress.
1.

PURPOSE AND AUTHORITY
A.

The purpose of this document is to establish criteria for the City and the City’s Economic
Development Authority (“EDA”) for granting of business subsidies and public financing
for private development within the City. As used in this Policy, the term “City” shall be
understood to include the EDA. These criteria shall be used as a guide in processing and
reviewing applications requesting business subsidies and/or City public financing.

B.

The City's ability to grant business subsidies is governed by the limitations established in
the Statutes. The City may choose to apply its Business Subsidy Criteria to other
development activities not covered under the statute. City public financing may or may
not be considered a business subsidy as defined by the Statutes.

C.

Unless specifically excluded by the Statutes, business subsidies include grants by state or
local government agencies, contributions of personal property, real property,
infrastructure, the principal amount of a loan at rates below those commercially available
to the recipient of the subsidy, any reduction or deferral of any tax or any fee, tax
increment financing (TIF), abatement of property taxes, loans made from City funds, any
guarantee of any payment under any loan, lease, or other obligation, or any preferential
use of government facilities given to a business.

D.

The criteria in this Policy are to be used in conjunction with other relevant policies of the
City. Compliance with this Public Finance Criteria and Business Subsidy Policy shall
not automatically mean compliance with such separate policies.

Cottage Grove Public Financing Criteria and Business Subsidy Policy

Page 1
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2.

E.

The City may deviate from the job and wage goals criteria outlined in Section 5 D and E
below by documenting in writing the reason(s) for the deviation. The documentation
shall be submitted to the DEED with the next annual report.

F.

The City may amend this document at any time. Amendments to these criteria are subject
to public hearing requirements contained in the Statutes.

CITY’S OBJECTIVE FOR THE USE OF PUBLIC FINANCING
A.

As a matter of adopted policy, the City may consider using public financing which may
include tax increment financing (TIF), property tax abatement, loans, bonds, and other
forms of public financing as appropriate, to assist private development projects. Such
assistance must comply with all applicable statutory requirements and accomplish one or
more of the following objectives:
1. Remove
blight
and/or
encourage
redevelopment
in
designated
redevelopment/development area(s) per the goals and visions established by the City
Council and EDA.
2. Expand and diversify the local economy and tax base.
3. Encourage additional unsubsidized private development in the area, either directly or
through secondary “spin-off” development.
4. Offset increased costs for redevelopment over and above the costs that a developer
would incur in normal urban and suburban development (determined as part of the
But-For analysis).
5. Facilitate the development process and promote development on sites that could not
be developed without public financing assistance.
6. Increase the number and diversity of quality jobs and/or retain local jobs at high wages
7. Provide the highest and best desired use for the property
8. Improve or add public infrastructure such as roads, utility extensions, storm water
ponding, etc.
9. Establish business interest that add to the diversity of the City’s offerings

3.

PUBLIC FINANCING PRINCIPLES
A.

The guidelines and principles set forth in this Policy pertain to all applications for City
public financing regardless of whether they are considered a Business Subsidy as defined
by the Statutes. The following general assumptions of development/redevelopment shall
serve as City public financing guidelines:
1. All viable requests for City public financing assistance shall be reviewed by staff, and
a third party municipal advisor who will inform the City of its findings and
recommendations. This process, known as the “But For” analysis is intended to
establish that the project would not be feasible but for the City financing assistance.
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2. The City shall establish mechanisms within a development agreement to ensure that
adequate checks and balances are incorporated in the distribution of financial
assistance where feasible and appropriate, including but not limited to, establishment
of a “look back provision” and other performance criteria deemed necessary by the
City.
3. TIF and property tax abatement will be provided on a pay-as-you-go-basis. Any
request for upfront assistance will be evaluated on its own merits and may require
security to cover any risks assumed by the City.
4. The City will set up TIF districts in accordance with the maximum number of
statutory years allowable. However, this does not mean that the developer will be
granted assistance for the full term of the district.
5. The City will elect the fiscal disparities contribution to come from inside applicable
TIF district(s) to eliminate any impact to the existing tax payers of the community.
6. Public financing will not be used to support speculative commercial, office or housing
projects. In general the developer should be able to provide market data, tenant letters
of commitment or finance statements that support the market potential/demand for
the proposed project.
7. Public financing will not be used in projects that would give a significant competitive
financial advantage over similar projects in the area due to the use of public financing
assistance. Developers shall provide information to support that assistance will not
create such a competitive advantage. Priority consideration will be given to projects
that fill an unmet market need as determined by the City.
8. Public financing will not be used in a project that involves a land and/or property
acquisition price in excess of fair market value.
9. Public financing will not be used for single-family residential developments or standalone corporate-owned fast food restaurants. In addition, public financing will not be
used for big-box retail that is not part of a redevelopment project or special purpose
project of the City.
10. The developer will pay all applicable application fees and pay for the City’s fiscal and
legal advisor time as stated in the City’s Public Assistance Application.
11. The City will consider waiving fees on a case-by-case basis including, but not limited
to, park dedication fees, water and/or sewer/storm sewer connection or area charges.
The City may consider using SAC credits, to the extent they are available, to off-set
a project’s SAC expenses.
12. The developer shall proactively attempt to minimize the amount of public assistance
needed through the pursuit of grants, innovative solutions in structuring the deal, and
other funding mechanisms.
13. All developments are subject to execution and recording of a Minimum Assessment
Agreement and Development Agreement.
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4.

PROJECTS WHICH MAY QUALIFY FOR PUBLIC FINANCING ASSISTANCE
A.

4.1

4.2

All new applications for public assistance considered by the City must meet all the
minimum qualifications in Section 4.1, 4.2 A and B, and as many of the desired
qualifications in Section 4.2 C as feasible. However, it should not be presumed that a
project meeting these qualifications will automatically be approved for assistance.
Meeting the qualifications does not imply or create contractual rights on the part of any
potential developer to have its project approved for assistance.

MINIMUM QUALIFICATIONS/REQUIREMENTS:
A.

In addition to meeting the applicable requirements of State law, the project shall meet two
or more of the public financing objectives outlined in Section 2.

B.

The developer must demonstrate to the satisfaction of the City that the project is not
financially feasible “but for” the use of tax increment or other public financing.

C.

The project must be consistent with the City’s Comprehensive Plan and Zoning
Ordinances, Design Guidelines and any other applicable land use documents or City
requirements.

D.

Prior to approval of a financing plan, the developer shall provide all requested market and
financial feasibility studies, appraisals, soil boring, private lender commitment, and/or
other information the City or its financial consultants may require in order to proceed
with an independent evaluation of the application for public financing.

E.

The developer must provide adequate financial guarantees to ensure the repayment of any
public financing and completion of the project. These may include, but are not limited
to, assessment agreements, letters of credit, personal deficiency guarantees, guaranteed
maximum cost contract, etc.

F.

Any developer requesting assistance must be able to demonstrate past successful general
development capability as well as specific capability in the type and size of development
proposed. Public financing will not be used when the developer’s credentials, in the sole
judgment of the City, are inadequate. The City’s evaluation of the developer’s credentials
may include, but is not limited to, performance on past projects, general reputation,
project references, bankruptcy and other criteria considered relevant to the City.

G.

The developer, or its contractual assigns, shall retain ownership of any portion of the
project long enough to complete the project, stabilize its occupancy, and establish project
management and/or needed mechanisms to ensure successful operation.

DESIRED QUALIFICATIONS:
A.

Projects providing a high ratio of private investment to City public investment will
receive priority consideration. Private investment includes developer cash, government
and bank loans, conduit bonds, tax credit equity, and land if already owned by the
developer.
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B.

Proposals that significantly increase the amount of property taxes paid after
redevelopment will receive priority consideration.

C.

Proposals that encourage the following will receive priority consideration:
1.

Implements the City’s vision and values for a City-identified redevelopment areas
in order of priority;
a. Business Park
b. Gateway North District
c. Cottage View District
d. Langdon Village Area (along portion of West Point Douglas Road) including
the Majestic Ballroom

2.

Provides opportunities for corporate campus or medical office development

3.

Provides opportunity for hi-tech, med-tech, R & D facilities/office or major
manufacturer

4.

Provides for development of limited or full-service hotels

5.

Provides opportunities for entertainment venues such as movie theater, family fun
center or larger attraction unique to the City

6.

Promotes multi-family housing investment that meets the following City goals:
a. Provides housing options not currently available
b. Provides affordable and/or workforce housing that include amenities similar
to those found in market rate housing
c. Provides market-rate housing with high-end finishes and amenity package

5.

7.

Redevelops a blighted, contaminated and/or challenged site

8.

Attracts or retains a significant employer within the City

9.

Provides significant rehabilitation or expansion and/or replacement of existing
office, manufacturing or commercial facility

10.

Provides façade improvements (including building facades, signage, landscaping
and parking lots) for commercial/industrial developments

11.

Adds needed road, access, multi-modal improvements and or public infrastructure

12.

Provides opportunities for small businesses (under 50 employees)

13.

Provides significant improvement to surrounding land uses, the neighborhood,
and/or the City

BUSINESS SUBSIDY
REQUIREMENT

CRITERIA:

PUBLIC

PURPOSE,

JOBS

AND

WAGE

A.

All business subsidies must meet a public purpose with measurable benefit to the City as
a whole.

B.

Job retention may only be used as a public purpose in cases where job loss is specific and
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demonstrable. The City shall document the information used to determine the nature of
the job loss.

6.

7.

C.

The creation of tax base shall not be the sole public purpose of a subsidy.

D.

Unless the creation of jobs is removed from a particular project pursuant to the
requirements of the Statutes, the creation of jobs is a public purpose for granting a
subsidy. Creation of at least one (1) new full time employee (FTE) is a minimum
requirement for consideration of assistance and, it should not be presumed that a project
meeting this minimum requirement will automatically be approved for assistance. The
City may require more jobs be created in order for a developer to receive public
assistance. For purposes of this Policy, FTE’s must be permanent positions with set
hours, and be eligible for benefits.

E.

The wage floor for wages to be paid for the jobs created shall be not less than 200% of
the State of MN Minimum Wage. The City will seek to create jobs with higher wages as
appropriate for the overall public purpose of the subsidy. Wage goals may also be set to
enhance existing jobs through increased wages, which increase must result in wages
higher than the minimum under this Section.

F.

After a public hearing, if the creation or retention of jobs is determined not to be a goal,
the wage and job goals may be set at zero.

SUBSIDY AGREEMENT
A.

In granting a business subsidy, the City shall enter into a subsidy agreement with the
recipient that provides the following information: wage and job goals (if applicable),
commitments to provide necessary reporting data, and recourse for failure to meet goals
required by the Statutes.

B.

The subsidy agreement may be incorporated into a broader development agreement for a
project.

C.

The subsidy agreement will commit the recipient to providing the reporting information
required by the Statutes.

PUBLIC FINANCING PROJECT EVALUATION PROCESS
A.

The following methods of analysis for all public financing proposals will be used:
1. Consideration of project meeting minimum qualifications
2. Consideration of project meeting desired qualifications
3. Project meets “but-for” analysis and/or statutory qualifications
4. Project is deemed consistent with City’s Goals and Objectives

Please note that the evaluation methodology is intended to provide a balanced review. Each
area will be evaluated individually and collectively and in no case should one area outweigh
another in terms of importance to determining the level of assistance.
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HANDBOOK FOR MINNESOTA CITIES

Chapter 14
Community Development and
Redevelopment
Learn about the requirements for a city to establish criteria for awarding business subsidies and
various development agencies cities may create. Find an overview of state and federally sponsored
programs for encouraging development and redevelopment. Most economic development tools can
be applied to any size city. These tools are interrelated, and a city may use several for one project.
RELEVANT LINKS:

I.

Business subsidies or financial assistance

A. Business subsidies
Minn. Stat. § 116J.993, subd.
3.

State law defines “business subsidy” or “subsidy.” It is a state or local
government agency grant, contribution of personal property, real property,
infrastructure, or the principal amount of a loan at rates below those
commercially available to the recipient. In addition, a business subsidy is
any reduction or deferral of any tax or any fee; any guarantee of any
payment under any loan, lease, or other obligation; or any preferential use
of government facilities given to a business in an amount greater than
$150,000.

Minn. Stat. § 116J.994, subd.
5.

Prior to awarding a business subsidy (financial assistance of more than
$150,000 or as required by law) to any business, a city and any housing
and redevelopment authority (HRA), economic development authority
(EDA), port authority, or nonprofit created by a local government, must
hold a public hearing and adopt criteria for awarding business subsidies.

Minnesota Department of
Employment and Economic
Development (DEED).
Minn. Stat. § 116J.994, subd.
11.

The criteria must not be adopted on a case-by-case basis and must set the
minimum requirements that recipients must meet in order to be eligible. It
must include a policy regarding the wages to be paid for any jobs created.
Copies of the criteria adopted by cities are found on the Minnesota
Department of Employment and Economic Development (DEED)
website. The public hearing notice must include a statement that either a
resident or a city property owner may file a written complaint with the city
if the city does not follow the business subsidy law. Written complaints
must be filed within specified timelines.

Minn. Stat. § 116J.994, subd.
3.

Once the criteria are established, the grantor and the recipient must enter
into a subsidy agreement that meets the statutory requirements. The
agreement must include an obligation to repay at least part, if not all, of
the subsidy if the recipient does not meet its obligations.

This material is provided as general information and is not a substitute for legal advice. Consult your attorney for advice concerning specific situations.
145 University Ave. West
Saint Paul, MN 55103-2044

www.lmc.org
(651) 281-1200 or (800) 925-1122
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RELEVANT LINKS:
Minn. Stat. § 116J.994, subd.
11.

Citizens or owners of taxable property may bring a civil action against the
city for failure to comply with business subsidy laws. To do so, citizens
must file a written complaint with the grantor within 180 days after the
approval of the subsidy. Cities should therefore consult closely with the
city attorney before awarding a business subsidy.

Minn. Stat. § 116J.993, subd.
3.
Minn. Stat. § 116J.994, subd.
3.

Defining a business subsidy is more complicated than it may first appear,
as there are several exceptions to the definition, including instances where
a subsidy of less than $150,000 may be a business subsidy. Meanwhile,
assistance for redevelopment, pollution control and land cleanup, housing,
industrial revenue bonds, utility property tax abatements, and other similar
programs may not be defined as a subsidy.

Minn. Stat. § 116J.994,
subds. 4, 7, 8.

Recipients must provide grantors with information on their progress
toward the goals outlined in the agreement. The goals for increasing jobs
or retaining jobs must result in local job creation and job retention.
Grantors must submit the annual Minnesota Business Assistance Form
(MBAF) to the Department of Employment and Economic Development
(DEED) by April 1 each year for each business subsidy agreement. Local
government agencies in cities with a population of 2,500 or more must
submit an MBAF, regardless of whether they have awarded business
subsidies. Local government agencies in cities with a population of 2,500
or less are exempt from filing the MBAF if they have not awarded a
subsidy in the past five years.

B. Financial assistance
Minn. Stat. § 116J.994, subd.
2.
Minn. Stat. § 116J.994, subd.
8.

Cities may offer “financial assistance” in the form of a business loan of
more than $25,000 or a guarantee of $75,000 or more, but less than the
$150,000 required to constitute a business subsidy. If a city offers such
financial assistance it must develop criteria and set minimum wage floor
levels as prescribed in business subsidy law. Cities granting such financial
assistance must submit business assistance reports to DEED within one
year of granting the assistance.

II. City development tools
A. General city development powers
Minn. Stat. § 469.041.

Cities have authority to aid and cooperate in the planning, construction, or
operation of economic development, and housing and redevelopment
projects. The following is a partial list of actions cities may take, with or
without compensation:

League of Minnesota Cities Handbook for Minnesota Cities
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RELEVANT LINKS:

•
•

Dedicate, sell, convey, or lease any of its interests in any property or
grant easements, licenses, or any other rights or privileges to an HRA.
Furnish parks, playgrounds, recreational, community education, water,
sewer, and drainage facilities or other works adjacent to or in
connection with housing and redevelopment projects.

Minn. Stat. § 469.192.

A statutory city, home rule charter city, economic development authority,
housing and redevelopment authority, or port authority may make a loan
to a business, a for-profit or nonprofit organization, or an individual for
any purpose the entity is otherwise authorized to carry out under any of
the laws cited.

Judd Supply Co. v.
Merchants & Mfgs. Ins. Co.,
448 N.W.2d 895 (Minn. Ct.
App. 1989).

Private development projects that receive public financial or other
assistance will not necessarily become public projects that trigger
competitive bidding or other state laws applicable to public works.
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