City of New Prague
Economic Development Authority

S— . TS SPECIAL MEETING AGENDA
NEWPRAGUE ~ Wednesday, May 12, 2021, 7:30 A.M. (Can log in s carly as 7:15 a.m)
ATradition of Progress (No On-Site Meeting — To be held via Electronic or Telephone)

—

Conducted via GoToMeeting due to the COVID-19 Pandemic which is preventing attendance at the
regular meeting location.

LOG IN INFORMATION FOR EDA BOARD, STAFF AND MEMBERS OF THEPUBLIC:
Please join my meeting from your computer, tablet or smartphone.

https://global.gotomeeting.com/join/123050797

You can also dial in using your phone.
United States: +1 (571) 317-3112

Access Code: 123-050-797

New to GoToMeeting? Get the app now and be ready when your first meeting starts:
https://global.gotomeeting.com/install/123050797
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1

Call to Order (Quast)

A. Approval of April 14, 2021 Special Meeting Minutes
B. Approve Claims for Payment (May 2021)
C. Review Monthly Income Statement and Balance Sheet (April 2021)

Review Final 2016 SCDP Report
Industrial Park (New Prague Business Park 11% Addition)
Review City’s Amended and Restated Business Subsidy Policy — November 1, 2012

Financing Information for Economic Development Projects:

A. Tax Increment Financing in Minnesota

B. Definitions of Tax Abatement and Tax Increment Financing (Economic Development) District
C. Information Needed for Financial Review and Feasibility Analysis

Discussion on EDA Executive Director Position — Mike Johnson
Business Updates — May 2021

Executive Director’s Report

0. Miscellaneous

1. Adjournment :
Next Meeting: Wednesday, June 9, 2021

OUR MISSION IS TO PROMOTE AND FACILITATE ECONOMIC DEVELOPMENT IN THE NEW PRAGUE AREA:

* Strengthen existing businesses and non-profits *
* Create an environment conducive to new economic development *
* Create long term funding strategy *

Brent Quast, President Term Ending 5/31/21 (*Partial Term)
Nick Slavik, Vice President Term Ending 5/31/24
Pete Sletten, Secretary Term Ending 5/31/23
Troy Pint Term Ending 5/31/21
Eric Krogman Term Ending 5/31/25

Duane J. Jirik, Mayor
Bruce Wolf, Council Member
Michael Johnson, City Administrator & Executive Director - 952-758-4401




City of New Prague Economic Development Authority

SPECIAL MEETING MINUTES

NEW PRAGUE Wednesday, April 14,2021, 7:30 a.m.

ATradition of Progress Conducted via GoToMeeting (online} due to the COVID-19 Pandemic which is
preventing attendance at the reqular meeting location.

1. The meeting was called to order online via GoToMeeting at 7:31 a.m. by President Brent Quast with
the following members present online: Brent Quast, Eric Krogman, Troy Pint, Pete Sletten, and
Bruce Wolf.

Absent: Duane Jirik and Nick Slavik
City Staff Present Online: City Administrator Mike Johnson and Planning Director Ken Ondich
Others Present Online: Jo Foust, Business Development Specialist, Scott County First Stop Shop

2. Minutes/Financials:
A. It was moved by Wolf, seconded by Quast to approve the March 10, 2021 Special Meeting
Minutes. All voted in favor. Motion carried, (5-0).
B. Claims for March 2021 — There were 3 claims for payment totaling $414.95. It was moved by
Pint, seconded by Sletten to approve the 3 claims. All voted in favor. Motion carried, (5-0).
C. The Financial Report for March 2021 including the Income Statements and Balance Sheets
were reviewed and accepted.

3. Discussion on EDA Executive Director Position — There was general discussion on the City
Administrator’s position and involvement as the Executive Director for the EDA. Mr. Johnson
provided an overview from the 7 neighboring cities around New Prague. The Council will be
reviewing the job description. No further action.

4. FAST-TRACK Challenge by Scott County CDA — Jo Foust provided an update and overview of the
Fast-Track Challenge being led by the Scott County CDA. The event will be held on October 21,
2021. See the website for more details.

5. Funding Request from South Central Region Small Business Development Center — A funding
request of $1,000 from Michael Hahn, Regional Director of the South-Central Region of the Small
Business Development Center was reviewed. After discussion, the Board decided to pass on this
matter.

6. Business Updates — April 2021 — Ken Ondich provided his monthly April update. He also
provided an overview of what is happening with the building closure at 102/104 Main Street
East.

7. Executive Director’s Report — Nothing to report.

8. Miscellaneous — Nothing

9. Adjournment — It was moved by Quast, seconded by Wolf, to adjourn at 8:10 a.m.
Respectfully Submitted,

Michael J. Johnson
City Administrator / EDA Executive Director

ZA




EDA
APPROVAL OF BILLS FOR PAYMENT

511212021

Name Description Amount
Suel Printing The Source Advertisement $ 650.70
Ross Nesbit Agencies Agency Fee $ 1.30
Chamber of Commerce 2020-21 NP TH #19/Main St Marketing $ 3,236.45
Sub-Total Payables $ 3,888.45

EDA-INDUSTRIAL PARK

Sub-Total Payables -
Grand Total Payables $ 3,888.45

2B.




NEW PRAGUE EDA AND INDUSTRIAL PARK
INCOME STATEMENTS
April 30, 2021

- 2021 2021 ADOPTED
EDA , CURRENT YEAR TO 2021 BUDGET
MONTH DATE BUDGET BALANCE
REVENUES
PROPERTY TAX $ - $ - $ 50,000.00 $  50,000.00
DELINQUENT PROPERTY TAX $ - $ - $ - $ -
INTEREST INCOME $ - $ 49,86 $  500.00 $ 450.14
TOTAL OPERATING REVENUE $ - $ 49.86 $ 50,500.00 $  50,450.14
OPERATING EXPENSES
SUPPLIES $ - $ - $  200.00 $ 200.00
AUDIT $ - $  409.82 $  800.00 $ 390.18
ENGINEERING FEES $ - $ - $  500.00 $ 500.00
CIVIL LEGAL FEES S - $ - $  500.00 $ 500.00
PROFESSIONAL SERVICES $ - $ 213.11 $  500.00 $ 286.89
POSTAGE S 9.80 S 69.27 $  150.00 S 80.73
COMPUTER SUPPORT SERVICES $ - $ 5.64 $  100.00 $ 94.36
TRAVEL, CONF, MILEAGE ALLOW. $ - $ - $  300.00 $ 300.00
ADVERTISING & PUBLICATIONS $ 236145 $ 3,012.15 $ 23,000.00 $  19,987.85
PRINTING & BINDING 5 - $ - $  500.00 $ 500.00
INSURANCE $ 1.30 $ 5.20 $  300.00 $ 294.80
DUES & SUBSCRIPTIONS $ - $ - $  300.00 $ 300.00
SPECIAL PROJECTS $ 875.00 $ 875.00 $ 11,850.00 $  10,975.00
DONATION OTHER CIVIC ORG. $ - $ - $  500.00 S 500.00
TRANSFER OUT $ - $  2,750.05 $11,000.00 $ 8,249.95
TOTAL OPERATING EXPENSES $  3,247.55 $  7,340.24 $ 50,500.00 $  43,159.76
NET GAIN OR (LOSS) $ (3,24755) § (7,290.38) $ - $ 7,290.38
2021 2021 ADOPTED
INDUSTRIALPARK CURRENT YEAR TO 2021 BUDGET
MONTH DATE BUDGET BALANCE
REVENUES
INTEREST INCOME $ 24.94 $ (24.94)
TOTAL OPERATING REVENUE $ - $ 24.94 $ - S (24.94)
OPERATING EXPENSES
DEPRECIATION EXPENSE $ 147.79 $ 591.16 $ 1,800.00 $ 1,208.84
TOTAL OPERATING EXPENSES $ 147.79 $ 591.16 $ 1,800.00 $ 1,208.84
NET GAIN OR (LOSS) $ (147.79) §  (566.22) $ (1,800.00) $  (1,233.78)
Z C Prepared by: Patty Solheid, Finance Director

FAEDA\2021\B-S & P&L 2020-condensed.xls




NEW PRAGUE EDA AND INDUSTRIAL PARK
BALANCE SHEET

April 30, 2021

EDA 2021 CURRENT 2020
YTD BALANCE YTD BALANCE
ASSETS .
CASH - CHECKING $  177,750.88 $ 148,212.98
CASH - M/M $  201,568.03 $ 201,308.58
DUE FROM OTHER GOVERNMENTS $ - $ -
PREPAID OTHER $ - $ -
TOTAL ASSETS $ 379,318.91 $ 349,521.56
LIABILITIES
ACCOUNTS PAYABLE $ 3,236.45 $ -
DUE TO OTHER FUNDS $ - $ -
TOTAL LIABILITIES $ 3,236.45 $ -
RETAINED EARNINGS $  376,082.46 $ 349,521.56
TOTAL LIABILITIES & FUND EQUITY $ 379,318.91 $ 349,521.56
INDUSTRIAL PARK 2021 CURRENT 2020
YTD BALANCE YTD BALANCE
ASSETS
CURRENT ASSETS:
CASH - CHECKING $ 5323191 $ 53,214.65
CASH - M/M $  100,784.04 $ 100,654.28
DUE FROM OTHER GOVERNMENTS $ - $ -
TOTAL CURRENT ASSETS $  154,015.95 $ 153,868.93
NONCURRENT ASSETS:
LAND $  938,836.36 $  1,100,343.36
INFRASTRUCTURE $  88,675.68 $ 88,675.68
LESS DEPRECIATION $ (7,809.73) $ (6,036.25)
TOTAL NONCURRENT ASSETS $ 1,019,702.31 $  1,182,982.79
TOTAL ASSETS $ 1,173,718.26 $  1,336,851.72
LIABILITIES
ACCOUNTS PAYABLE $ - $ -
TOTAL LIABILITIES S - $ -
RETAINED EARNINGS $ 1,173,718.26 $  1,336,851.72
TOTAL LIABILITIES & FUND EQUITY $ 1,173,718.26 $  1,336,851.72

Prepared by: Patty Solheid, Finance Director
FAEDA\2021\B-S & P&L 2020-condensed.xls
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CITY OF NEW PRAGUE
NEW PRAGUE ECONOMIC DEVELOPMENT AUTHORITY

AMENDED AND RESTATED BUSINESS SUBSIDY POLICY

The following business subsidy criteria are intended to satisfy the requirements of Minnesota Statutes
116J.993 through 116J.995, as amended (the "Act"). The term "City" means collectively the City of
New Prague and the New Prague Economic Development Authority. The term "project”" means the
development or property with respect to which the business subsidy is provided. The term “business
subsidy” means all financial assistance deemed to be a “business subsidy” pursuant to Section
1161.993, subd. 3 of the Act.

A. MANDATORY CRITERIA

All projects must comply with the following criteria:

1. But For Test. There is a substantial likelihood that the project would not go forward without
the business subsidy. This criterion may be met based solely on representation of the recipient of the
business subsidy.

2. Public Purpose. The business subsidy must meet a public purpose which may include, but
may not be limited to, increasing the tax base. Job retention may only be used as a public purpose in
cases where job loss is specific and demonstrable. Suggestions for business subsidy public purposes
are set forth in Exhibit A.

3. Jobs and Wages Goals. Projects provided a business subsidy must create at least one (1) full-
time equivalent job. The wage floor for wages to be paid for the jobs created shall be not less than
110% of the State minimum wage in effect at the time the subsidy is granted, exclusive of benefits.
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. Where job loss is specific and
demonstrable, the project may meet the Jobs and Wages Goals by retaining jobs at the project. If the
City finds that creation or retention of jobs is not a goal for a particular project, the Jobs and Wages
Goals may be set at zero.

4. Economic Feasibility. The recipient must demonstrate to the satisfaction of the City that it has
adequate financing for the project and that the project will be completed in a timely fashion.

5. Compliance With Act. The business subsidy from the City must satisfy all requirements of the
Act.

B. PROJECT REVIEW AND EVALUATION POLICY

1. The City recognizes that the creation of good paying jobs is a desirable goal which benefits the
community. Nevertheless, not all projects assisted with subsidies derive their public purposes and
importance solely by virtue of job creation. In addition, the imposition of high job creation
requirements and high wage level requirements may be unrealistic and counter-productive in the face
of larger economic forces influencing, and the financial and competitive circumstances of an individual
business. In determining the requirements for a project under consideration for a business subsidy, the

406334v2 JAE NE300-2 1




determination of the number of jobs to be created and the wage levels therefor will be guided by the
following principles and criteria:

a. Each project will be evaluated on a case by case basis. The evaluation will take into
consideration the project's importance in and benefit to the community from all perspectives,
including created or retained jobs.

b. If a particular project does not involve the creation of jobs, but is nonetheless found to
be worthy of support and subsidy, assistance may be approved without any specific job or
wage goals provided the City documents in writing the reasons for deviating from the Jobs
and Wage Goals set forth in Section A.

c. In cases where the objective is the retention of existing jobs, the recipient of the
subsidy will be required to provide evidence which demonstrates that the loss of those jobs is
imminent.

d. The setting of wage and job goals will be informed by (i) prevailing wage rates, (ii)
local economic conditions, (iii) external forces over which neither the City nor the recipient of
the subsidy has control, (iv) the financial resources of the recipient and (v) the competitive
environment in which the recipient's business exists.

2. Because it is not possible to anticipate all the needs and requirements of every type of project
and the ever-changing needs of the community and in order to retain the flexibility necessary to
respond to all proposed projects, the City retains the right to approve projects and business subsidies
which may vary from the principles and criteria set forth herein. The reasons for deviations from the
business subsidy criteria set forth herein will be documented in writing.

3. Certain financial assistance provided by the City may be exempted from this policy pursuant to
Section 116J.993, subd 3 of the Act. The types of financial assistance excepted from the requirements
of the Act are set forth in Exhibit B.

C. PROJECT REVIEW AND EVALUATION PROCEDURE

The City will consider one or more of the criteria listed in this Section C in determining whether to
provide financial or other assistance to a project as a business subsidy. In applying the criteria to a
specific project, the following will apply;

1. The City may consider the requirements of any other business subsidy received, or to be
received, from a grantor other than the City.

2. 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.

3. If the business subsidy involves the conveyance of real or personal property, the amount of the
subsidy will be the fair market value of the property as determined by the City.

4. If the business subsidy is received over time, the City may value the subsidy at its present

value using a discount rate equal to an interest rate which the City determines is fair and reasonable
under the circumstances.
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D. PROJECT REVIEW AND EVALUATION CRITERIA

The project review and evaluation criteria are the following;:

1. Jobs and Wages. Each project granted a business subsidy must meet the Jobs and Wages
Goals set forth in Section A within two years of the benefit date. 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 (upon receipt of a Certificate of Occupancy).

2. Continued Operation of Project. Each project granted a business subsidy must continue its
operations at the site of the project for at least five years following the benefit date.

3. Increase in Tax Base. The net increase in property taxes estimated to be generated by the
project in the first full year of operation. The creation of tax base cannot be the sole public purpose for
a business subsidy.

4. Land Use.

a. Compliance with Comprehensive or other Plans. Whether, apart from any needed
services to the community described in Section D 6, the project is more compatible with the
comprehensive plan than other permitted uses for the property. For example, the project may
involve a "clean" industry such as a technology or service business which is preferred over
other permitted uses.

b. Marginal Property. Whether the project is located on property which needs but is not
likely to be developed or redeveloped because of blight or other adverse conditions of the
property. For example, property may be so blighted that the cost of making land ready for
redevelopment exceeds the property fair market value.

c. Design and/or Other Amenities. Whether, as a result of the business subsidy, the
project will include design and/or amenity features not otherwise required by law. For
example, the project may, at the request of the City, include landscaping, open space, public
trails, employee work out facilities or day care facilities which serve a public purpose but are
not required by law.

d. Highest and Best Use. Whether the project will encourage and promote the highest
and best use of land.

5. Impact on Existing and Future Public Investment.

a. Utilization of Existing Infrastructure Investment. Whether and to what extent (i) the
project will utilize existing public infrastructure capacity and (ii) the project will require
additional publicly funded infrastructure investments.

b. Direct Monetary Return on Public Investment. Arrangements made or to be made for
the City to receive a direct monetary return on its investment in the project. For example, the
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business subsidy may be in the form of an interest bearing loan or may involve a project
sharing arrangement.

6. Economic Development.

a. Leveraged Funds. Comparison of the amount of the business subsidy to be provided
for the project to the amount of private funds which will be applied towards the capital cost of
the project.

b. Spin Off Development. The dollar amount of nonsubsidized development the project
is expected to generate in the surrounding area and the need for and likelihood of such spin off
development.

c. Growth Potential. Based on the recipient's market studies and plans for expansion,
whether and to what extent the project will produce a net increase of full-time equivalent jobs
and of payroll, over and above the minimum number of jobs and wages set forth in Section A
above.

7. Quality of Life.

a. Community Services. Whether the project will provide services in the community and
the need for such services. For example, the project may provide health services, retail
convenience services such as a nearby grocery store, or social services needed in the
community.

b. Unmet Housing Needs. The project will provide housing alternatives the City
currently needs but are not available.

8. Other.

a. Other Factors. Depending on the nature of the project, such other factors as the City
may deem relevant in evaluating the project and the business subsidy proposed for it.

E. BUSINESS SUBSIDY AGREEMENTS.

The terms and conditions of all business subsidies shall be documented in writing in an agreement
between the recipient and the grantor of the business subsidy. If the New Prague Economic
Development Authority is the grantor of the business subsidy, the City Council must approve the
agreement. The requirements for business subsidy agreements are set forth in Exhibit C.

Adopted by the City Council of the City of New Prague on September 4, 2012
Date of Public Hearing of City Council September 4, 2012

Adopted by the New Prague Economic Development Authority Board on November 14, 2012
Date of Public Hearing of Economic Development Authority Board November 14, 2012
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EXHIBIT A

SUGGESTIONS FOR SUBSIDY PUBLIC PURPOSES

Grantors may wish to consider any of the following public purposes, among others, when considering
an applicant’s request:

1.

10.

11.

12.

13.

14.

Increasing the tax base may be used as a public purpose as long as it is not the only public
purpose.

Job retention may only be used in cases where job loss is specific and demonstrable.
The project provides a service or meets a consumer need not currently addressed in the City.

The project represents a significant investment in an area of the City that is economically
depressed.

The project will remove blighting influences or rehabilitate an area of the City in need of
revitalization.

The project will stimulate additional capital investment in a geographic area of the City and act
as a catalyst for future (re)development.

The project will cause surrounding property values to increase and will stabilize the area.
The project will anchor a needed commercial center for the City.
The project will enhance the viability of other businesses in the City.

The project will assist in the processing, packaging, distribution, or marketing of agricultural
products grown in the region.

The project will assist in the orderly growth of the City and generate significant economic spin
off.

The project will prevent the closure of business needed in the community due to merger,
physical expansion, change in market or economic factors, downsizing, and other factors.

The project will employ a classification of people in the community at large who are not fully
employed.

A business subsidy will permit the project to employ more people, pay higher wages, be of
better quality, or in some way be of more value to the City.
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EXHIBIT B

EXEMPTIONS FROM THE BUSINESS SUBSIDY ACT

Section 116J.993, subd. 3 of the Act, exempts the following forms of financial assistance from the
limitations of the Act:

1.

2.

10.

11.

12.

13.

14.

15.

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 Section 116J.552, subdivision
3 of the Act;

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 percent 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 subdistrict as defined under Minn. Stat. Section 469.174,
subdivision 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 Minn. Stat. 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;

Assistance for collaboration between a Minnesota higher education institution and a business;
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16.

17.

18.

19.

20.

21.

22.

Assistance for a tax increment financing soils condition district as defined under Minn. Stat.
Section 469.174, subdivision 19 (pollution clean-up);

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, or 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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EXHIBIT C

REQUIREMENTS FOR BUSINESS SUBSIDY AGREEMENTS

Section 116J.994, subdivision 3 of the Act requires business subsidy agreements to include the
following;

(2)
1.

(b)

A recipient must enter into a subsidy agreement with a grantor that includes:

A description of the subsidy, including the amount and type of subsidy, and type of district if
the subsidy is tax increment financing;

A statement of the public purposes for the subsidy;

Measurable, specific, and tangible goals for the subsidy;

A description of the financial obligation of the recipient if the goals are not met;
A statement of why the subsidy is needed;

A commitment to continue operations in the jurisdiction where the subsidy is used for at least
five years after the benefit date; although a recipient may be authorized to move from the
jurisdiction where the subsidy is used within the 5-year period after the benefit date if, after
public hearing, the grantor approves the recipient’s request;

The name and address of the parent corporation of the recipient, if any;
A list of all financial assistance by all grantors for the project; and
Wage and job goals, including

a. Goals for the number of jobs created, which may include separate goals for the number of
part-time and full-time jobs, or where job loss is specific and demonstrable, goals for the
number of jobs retained. 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.

b. Wage goals for the jobs created or retained, including specific goals to be attained within
two years of the date the benefit was received.

c. Wage goals for any jobs to be enhanced through increased wages.

Business subsidies in the form of grants must be structured as forgivable loans. For other

types of business subsidies, the agreement must state the fair market value of the subsidy to the
recipient, including the value of conveying property at less than a fair market price, or other in-kind
benefits to the recipient.

(c)

If a business subsidy benefits more than one recipient, the grantor must assign a proportion of

the business subsidy to each recipient that signs a subsidy agreement. The proportion assessed to each
recipient must reflect a reasonable estimate of the recipient’s share of the total benefits of the project.
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Mission Statement

Springsted provides high quality, independent financial
and management advisory services to public

and non-profit organizations, and works with them

in the long-term process of building their communities

on a fiscally sound and well-managed basis.



Tax Increment Financing in Minnesota

Introduction

Tax Increment Financing (TIF) uses the increased property taxes
generated by new real estate development within a tax increment
financing district to pay for certain eligible costs associated with the
development. The value that is “captured” (i.e., the increase in
value over the year the TIF district was established) generates
property taxes. These “incremental” taxes go to the development
authority or the city authority rather than to the city, county, school
district, or other taxing jurisdictions that normally share in the total
property tax bill. The captured taxes are used to subsidize eligible
project costs such as land acquisition, demolition, public and site
improvements, and related consulting and administrative costs. The
value of the property prior to development (i.e., the “non-captured”
portion) continues to generate property taxes which are distributed
to all appropriate taxing jurisdictions.

The justification for use of TIF rests solely with the “But For” test.
A simple way to express this test is that the development or
redevelopment would not occur without a tax increment subsidy.
Critics of TIF often point to the “But For” test as the weakness in
the actual use of TIF. Such critics often claim that the development
would have occurred anyway, and local officials are not rigorously
applying this test. The net result in such cases is an overuse of tax
increment financing at the expense of the tax base of the county,
school district, and other taxing jurisdictions. While there have been
limited abuses, this financing tool has helped to reshape and
revitalize many communities. In addition to assisting core
development and redevelopment, residual growth outside of the
established TIF districts provides a direct benefit to all taxing
jurisdictions.

In response to the potential misuse of tax increment financing, each
year the State Legislature further refines the use of this financing
tool. Each amendment to the statutes has, in recent years, resulted
in a more complicated and restrictive financing vehicle. The
purpose of this document is to outline the basic concepts and
mechanics of using tax increment financing within the statutory
guidelines and parameters. This report outlines the participants
involved in TIF, mechanics, documents, process, a discussion of
benefits and costs, and policy questions associated with the use of
TIF.
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Tax Increment Financing in Minnesota

The material included in this report is intended to be used as an
informational guideline for the use of TIF. The complete Tax
Increment Financing Act can be found in Minnesota Statutes,
Section 469.174 - 469.1799.

Springsted Incorporated has a proven track record in working with
communities in the use of tax increment financing as an economic
development and redevelopment tool. Please feel free to contact us
if you need further information or would like to discuss in more
detail the concepts contained in the following materials.
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Tax Increment Financing in Minnesota

A. Participants

Participants

City ; Landowner/Developer
Elected Officials Landowner or Developer
Advisory Commissions Attorney

City Staff

Fiscal Consultant:
Springsted Incorporated

Bond Counsel

Other Governmental Jurisdictions

 TIF District Project
County Federal Government
School District State Government
Other Taxing Jurisdictions Metropolitan Council, efc.
County

Other Municipalities
Bordering Project Area
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Tax Increment Financing in Minnesota

B. The Mechanics

Project Area (i.e., Development District) and
Tax Increment Financing (TIF) District

A. Financial difference between the two
> Project Area: Area in which TIF funds can be spent
(with certain restrictions).
» TIF District:  Area from which TIF funds are generated.
B.  Geographical difference between the two

»  Project Area and TIF District can be the same, or

Project Area

TIF District

»  Project Area can be larger than the TIF District

TIF
District Project Area
#1

TIF
District
#2
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Tax Increment Financing in Minnesota

Types of Tax Increment Financing Districts
A. Redevelopment District
»  Generally a blighted area containing substandard

buildings, sometimes having inadequate streets and
incompatible land uses.

»  Requires documentation to evaluate occupied land area
and estimated costs of rehabilitation versus new
construction.

> Additional conditions include railroad uses or tank
facilities or a qualified disaster area.

»  Maximum duration of TIF district is 25 years from
receipt of the first tax increment.

B. Renewal and Renovation District
>  Blight and obsolescence tests must be met, which are
slightly less restrictive than for redevelopment TIF
districts.
»  Maximum duration of TIF district.is 15 years from
receipt of the first tax increment.
C. Housing District

»  Provides housing opportunities for persons and families
of low to moderate income.

»  Maximum duration of TIF district is 25 years from
receipt of the first tax increment.

D. Soils Condition District

»  Where there exists the presence of hazardous
substances, pollution or contaminants requiring removal
or remedial action. Such costs must exceed the fair
market value of the land.

»  Maximum duration of the TIF district is 20 years from
receipt of the first tax increment.
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Tax Increment Financing in Minnesota

E.  Economic Development District

» May be used only for manufacturing, production,
processing,  warchousing,  storage,  distribution
(excluding retail sales), research and development,
telemarketing, tourism facilities (in certain cases),
qualified border retail facilities, and small city
commercial facilities.

»  Prohibits establishment if more than 15% of the square
footage of such facilities are used for other purposes.
The allowable percentage of non-qualifying square
footage can be increased when such uses are directly
related to or in support of the qualifying activity.

>  Must demonstrate retention of local business, increased
employment and enhancement of the state tax base.

»  Maximum duration of TIF district is 8 years from
receipt of the first tax increment.

F. Other TIF Districts

> Includes hazardous substance subdistrict.
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Tax Increment Financing in Minnesota

Examples of TIF Eligible Project Costs

The Increment

YV V. ¥V VYV VY VYV VY VY

Public improvements for street, sewer, water, etc.

Streets and sidewalks

Land acquisition

Soil correction

Site preparation/demolition

Relocation

Financing fees and capitalized interest

Administrative costs up to 10% of the tax increment

Prior to forming the TIF district

»  “Estimated Market Value” of properties in the proposed
TIF district
Estimated
Market
Value
»  Translated into “Net Tax Capacity” through statutory
classifications
Estimated Net
Market _— Tax
Value Capacity
> “Net Tax Capacity” times “Tax Capacity Rate” equals
property taxes
- City
Net Tax Property | - County
Tax X Capacity = Taxes - School
Capacity Rate District
- Other
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Tax Increment Financing in Minnesota

B.  When a TIF district is established

»  The “Net Tax Capacity” is given the term “Original Net
Tax Capacity (ONTC)”, and is certified for the previous
assessment year, provided that the request for
certification was made by June 30. The ONTC of a
district for which requests are filed after June 30 is
based on the current assessment year.

»  Property taxes generated by the ONTC of the TIF
district continue to provide revenue to each individual
taxing jurisdiction.

»  The local tax capacity rate is called “Original Local Tax
Rate,” and is certified for the previous assessment year,
provided that the request for certification was made by
June 30. The Original Local Tax Rate of a district for
which requests are filed after June 30 is based on the
current assessment year.

»  The Original Local Tax Rate is the sum of all local tax
rates that apply to a property in a district or subdistrict.

»  The lesser of the Original Local Tax Rate or current
local tax rate is used to calculate the annual tax
increment.

C. New development occurs within the TIF district

»  New market value is added to the existing estimated
market value.

Total Total Net Total
Estimated Tax Property
Market Value Capacity Taxes
Increase in Increase in
Estimated (Captured) Tax
Market Net Tax Increment
Value Capacity Revenue
Tax
X Capacity =
Original Original Rate Taxes
Estimated Net to Other
Market Tax Taxing
Value Capacity Jurisdiction
(OMV) (ONTC)
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Tax Increment Financing in Minnesota

D. Tax increment revenue generated by the increase in Net Tax
Capacity.

> Increment received over the duration of the TIF district.

Property
Taxes

Tax Increment Revenue

Taxes to Other Taxing Jurisdictions

I S N O O I A

Time (Years) —>
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Tax Increment Financing in Minnesota

Financing of Project Costs

»  In some cases, the City is required to fund project costs
prior to development occurring.

»  City issues general obligation tax increment bonds to
finance the project costs. The possibility exists for non-
general obligation revenue bonds to be issued.

Taxable Bonds If Two Federally Imposed Tests Are
Met

A. “Private Business Use Test” - Are more than
10% of the expenditures made for a private
purpose?

»  Types of expenditures for improvements
available to every resident:

¢ Streets, sewer, water, etc.,

»  Types of expenditures benefiting
private parties, such as
landowners/developers;

¢ Land acquisition, soil corrections,
site preparation, etc.

B.  “Private Security Interest Test” - Are more
than 10% of the payments of taxes and/or
debt  service  guaranteed by  the
landowner/developer?

» A contract or guarantee requiring the
landowner/developer to make tax
payments and/or fund a debt service
shortfall triggers the private security
interest test.

>  Assessment agreements trigger the
private security interest test.

»  City receives tax increment revenues over a period of
years and uses them to pay debt service on the bonds.

»  Tax increment bonds may be repaid with:

¢ Tax increment revenues.

¢  Other pledged revenues.

¢ General obligations: potential City-wide property
tax levy. This situation can be dealt with through
security guarantees by the landowner.
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Tax Increment Financing in Minnesota -

»  Financial limits on the City's ability to fund project costs
dictated by the amount and duration of the tax increment
revenues available.

>  In some cases the developer will pay all costs upfront
and be reimbursed for eligible project costs over a
period of time. This is generally referred to as “pay-as-.
you-go” financing.

¢ Reimbursements are made from tax increment
revenues.

¢  This financing approach significantly reduces City
liability and risk.

¢  If development does not occur or does not reach
the levels forecasted, increment is reduced and
less funds are available for reimbursement.
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Tax Increment Financing in Minnesofa

Pooling

»  Tax increment revenues may be spent outside of the TIF
District but within the boundaries of the Project Area,
subject to certain restrictions.

»  For redevelopment TIF districts (certified after June 30,
1995) the minimum in-district percentage is 75%. The
maximum pooling percentage is 25%.

»  For housing TIF districts, any expenditures of increment
from the TIF District to pay the cost of a “housing
project” as defined in Minnesota Statutes, Section
469.174, subd. 11 will be treated as an expenditure
within the district for the purposes of the “pooling rules”
and the “five year rule”.

> For all other TIF districts (certified after June 30, 1995)
the minimum in-district percentage is 80%. The
maximum pooling percentage is 20%.

>  All administrative costs are considered expended
outside of the TIF district.

»  Pooled increment revenue must still be spent on TIF
eligible project costs.

> An additional 10% can be pooled for low-income
housing (must meet statutory guidelines).
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Tax Increment Financing in Minnesota

Timing Restrictions

A. Four-Year Knock-Down Rule

»  Increment will not be collected from a particular parcel
unless, within four years of certification, demolition,
rehabilitation or renovation of property or other site
improvements, including qualified improvement of a
street adjacent to a parcel but not installation of utility
service including sewer or water systems has occurred
in accordance with a TIF plan.

»  Ifaparcel is “knocked down” and later improved, it can
be reinstated in the district, but at the market value at
the time of reinstatement.

B. Five-Year Rule

»  For increment to be considered a spent expenditure
within the TIF District, one of the following must occur
within five years after certification of the district:

¢ Increment is paid to a third party for a TIF eligible
expenditure

+ Bonds are issued to a third party and proceeds are
expected to be spent within five years.

+ Binding contracts are entered into with a third party
for performance of an activity and increment is spent
under the contract, or

¢ Costs are incurred by a “party” and revenues are
spent to reimburse that party.

C. Sixth-Year Rule

»  Beginning with the sixth year following certification of
the TIF District, if the in-district percentage of the tax
increments exceeds the costs spent on in-district
obligations, excess increments must be used to pay
outstanding bonds or make contractual payments
obligated within the first five years as follows:
¢ outstanding bonds and contracts;
¢ credit enhanced bonds to which tax increment was
pledged, but only to the extent that revenues of the
district to which the credit enhanced bonds were
issued are insufficient to pay the bonds; or

¢ additional expenditures authorized in the TIF plan
for housing projects that have not been funded with
the proceeds of bonds or for public infrastructure
purposes within a biotechnology and health sciences
industry zone.
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Tax Increment Financing in Minnesota

C. The Documents

Development District Program

»  This document (or equivalent document, i.e.
Redevelopment Plan) establishes overall guidelines for
the project area boundaries and the type and level of
improvements to be constructed or acquired.

> This document does not establish the TIF district.

Tax Increment Financing Plan

»  This document establishes the boundaries of the TIF
district, the expenditures and financing limitations,
elects year to first receive tax increments (with
limitation) and starts the process for collection of tax
increment revenue by the City.

»  The Development District Program and the Tax
Increment Financing Plan can be drafted either
concurrently or the Development District Program can
be drafted first and the TIF Plan later on.

Development Agreement

A. This document is a contract between the City and the
landowner, stipulating the obligations of each party. The
Development Agreement usually requires the landowner to:

»  Construct a development within a certain time frame
with a specified minimum size and market value.

»  Provide guarantees ensuring the timely completion of
the development, and may require prompt payment of
property taxes and debt service shortfalls.

»  May require the City to construct public improvements
and/or purchase land associated with the new
development according to an agreed upon schedule
using the expected tax increment revenue.

B. Terms of this agreement may well dictate whether bonds are
tax-exempt or taxable.

C. Many cities currently require a Development Agreement on all
new developments.
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Tax Increment Financing in Minnesota

D. Process for Establishment

In order to establish a TIF district, a specific process must be
followed including the following.

A. At the outset, a Development District Program (or equivalent
document) must be prepared. This sets forth the general goals
for development or redevelopment in the project area.

B. A Tax Increment Financing Plan must be prepared. This sets
forth the specific project(s) to be undertaken, costs involved,
revenues projected and is the guiding document for the
proposed project.

C. A public hearing on the TIF Plan and district must be
conducted.  Notification of the public hearing must be
published 10-30 days prior to the hearing.

D. A TIF district “fiscal and economic impact” letter, along with
a draft TIF plan, must be received by the county and school
district at least 30 days prior to the public hearing. For
housing and redevelopment TIF districts a notification letter to
the county commissioner must also be received at least 30
days prior to publication of the public hearing.

E.  The City planning commission must review the TIF Plan and
Development Program prior to City approval.

F. At the public hearing, all interested parties are invited to
express their opinion(s).

G. Subsequent to the public hearing, the City must approve or
reject the TIF Plan and district.

H. Upon approval, the City must request county certification of
the TIF district which will begin the tax increment collection
process. Selected information must also be filed with the
State Department of Revenue and State Auditor.

I.  Actual project expenditures may not be made until the TIF
Plan is approved and adopted.
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Tax Increment Financing in Minnesota

E. Benefits and Costs

City's Perspective

Benefits

»  TIF allows City to realize new development which
would not otherwise occur without the use of TIF (the
“But For” test).

»  City can realize broader economic gains of new
development in terms of employment, tax base
enhancement and secondary spin-off effects.

»  City can facilitate the construction of related public
improvements it wishes to achieve by coordinating a
TIF project with more general public improvement
projects.

»  City may have better control over the nature of the
development.

» City may be able to fund administrative and/or
community development costs with revenue from the
TIF district.

» In some cases the quality of new development is
enhanced by TIF financing.

Costs

»  The City may assume the risk that property taxes might
not be paid and/or changes in property tax laws or
funding of local governments might cause tax
increments to fall short of scheduled debt service
payments. City may pledge to use other funds or
general property tax levies to pay debt service.
(Development Agreement guarantees.)

»  City and other overlapping taxing jurisdictions (county,
school district, etc.) must wait until TIF district is
terminated until the new development becomes part of
the general tax base.

»  Depending on the magnitude and strategy for addressing
fiscal disparities contribution on commercial properties,
there can be an internal shift in property tax burdens (for
communities in the Twin Cities Metropolitan Area
only).

SPRINGSTED
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Tax Increment Financing in Minnesota

Landowner(s) Perspective

A. Benefits

»  Development can proceed because TIF provides a
funding source for public improvements where no other
viable funding source exists.

»  Without TIF the landowner absorbs the development
costs of either:

. Special assessments for public improvements,
and/or

¢  Hard costs of land acquisition and site preparation.

With TIF these costs are funded in whole or in part by
increment revenues and the landowner pays only his
property taxes, which are the same whether TIF exists or
not.

B. Costs

»  Usually a slightly extended development period required
for the TIF process.

»  Usually landowner provides financial guarantees to City
securing taxes and debt service on TIF bonds (if
applicable).

»  Greater City monitoring of scope, quality and timing of
new development.

V4 SPRINGSTED Page 18



Tax Increment Financing in Minnesota

F. Policy Questions

“But For” Test

»  Inorder for the City to create a TIF district it must make
a finding that the new development would not occur
“But For” the use of tax increment financing.

»  The critics of TIF state that the development would
occur anyway and the City is simply giving funds to a
private party.

»  Counties and school districts are particularly interested
in this finding because they will not realize any
enhancement to their general tax base until after the TIF
district is terminated (up to 26 years).

Project Area

The project area, the parcels upon which TIF funds can be spent, can
be the same as or greater than the TIF district.

»  Does the City intend to use TIF funds beyond the
parcels from which TIF revenue will be generated?

»  Does the City envision numerous TIF districts created
over time within a single project area?

»  Does the City have other improvement projects in other
adjoining areas for which funding can be augmented
with TIF?

»  Does the scope of the improvement project benefit two
or more TIF districts?

VA SPRINGSTED Page 19



Tax Increment Financing in Minnesofa

Level of Assistance

How much funding does the City wish to commit to the
project?

»  Demonstration by private parties of need for level of
TIF assistance requested.

Mandatory imposed limitations

»  Statutory duration of the TIF district

»  Tax capacity rate ceilings

Discretionary imposed limitations
»  Term of TIF district shorter than maximum permitted
>  Nature of expenditures

. Do they lead to taxability and therefore higher
interest rates yielding lower net bond proceeds?

»  Pace of development
* How soon will development occur?
»  Fiscal disparities option on commercial-industrial

developments in the Twin Cities Metropolitan Area and
Taconite Tax Relief Area.

SPRINGSTED
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Tax Increment Financing in Minnesota

Fiscal Disparities

>

State law requires new commercial-industrial properties
in the Twin Cities Metropolitan Area and Taconite Tax
Relief Area to contribute up to 40% of their valuation to
an area wide pool for distribution back to all local taxing
jurisdictions.

For TIF districts with new commercial-industrial
development, the City must decide whether the fiscal
disparities contribution will be made from valuation
within the TIF district or from commercial-industrial
properties located within the City but outside of the TIF
district.

How does this affect the TIF district and related
increment revenue?

TIF District Net Tax Capacity
Without/With Fiscal Disparities Contribution

Without With
(Option A) (Option B)
Captured
Net Tax
Capacity
Captured (2 60%)
Net Tax
Capacity Fiscal
Disparities
Contribution
(£ 40%)
(ONTC) (ONTC)

SPRINGSTED
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Tax Increment Financing in Minnesota

> Over the life of the TIF district.

Without Fiscal Disparities Contribution

(Option A)
Net Tax
Capacity
: Captured Net Tax Capacity
] Original Net Tax Capacity
N I AR (R (NN N NN N NS NS N
Time (Years) —>
With Fiscal Disparities Contribution
(Option B)
Net Tax
Capacity

Captured Net Tax Capacity

Fiscal Disparities Contribution

Original Net Tax Capacity

I I NN [ NN RSN RN NN NN NN
Time (Years) ——>
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Tax Increment Financing in Minnesota

Primary Impacts

If the fiscal disparities contribution comes from the TIF district, less
increment revenue results, which restricts the level of funding for
the project.

If the fiscal disparities contribution comes from outside the TIF

district, the converse is true, that being an increase in the level of
funding.

Secondary Impacts

With the fiscal disparities contribution being made from outside the
TIF district, the amount of the contribution must come from other
commercial-industrial properties within the City.

»  The potential exists for City tax rate increases dependent on
the relative magnitude of the new development to the City's
total tax capacity. With the fiscal disparities contribution
coming from outside of the TIF district, the City's total gross
tax capacity is reduced by both the TIF captured tax capacity
and the fiscal disparities contribution. This can lead to a
potentially higher City tax rate.
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Tax Increment Financing in Minnesota

City Security Guarantees

A.  Usually when TIF bonds are sold they are general obligation
bonds. General obligation TIF bonds require that if increment
revenue is not sufficient to pay debt service at any time over
the life of the bonds, then the City is ultimately required to
levy City-wide property taxes to repay the bonds.

B. How can this occur?

»  New development is constructed over a longer time
frame and/or to a lesser market value than was
represented to the City at the time of approval;

Property owners don't pay their taxes on time;

Property owners pay taxes on time, but with decreases in
tax capacity rates caused by changes in the funding of
local governments or tax structure changes, actual
property tax payments are less than scheduled debt
service.

C.  How does the City protect itself?

»  Assessment agreement stipulating the market value of
new development and schedule of completion.

»  Withholding bond proceeds or delaying construction of
public improvement until all or a portion of new
development is completed.

»  Liquidity guarantees (letters of credit) provided by
property owners ensuring timely payment of property
taxes.

»  Liquidity guarantees (letters of credit) provided by
property owners covering debt service shortfalls
regardless if taxes are paid on time.

»  Pay-as-you-go: No debt is issued. The landowner
finances his own improvements and is reimbursed over
time by the City from the actual collection of increment
revenue.

D. The type of guarantees depends on the level of risk the City
perceives itself to be exposed to.
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Tax Increment Financing in Minnesota

City Administrative Costs

The establishment of a TIF district and the negotiation of a thorough
Development Agreement require substantial time commitments by
City staff and its consultants. A large portion of that time is
expended prior to the signing of the Development Agreement and
before actual construction of the new development. Furthermore,
additional City staff time is needed to monitor and report on the
performance of the TIF district over its life. The legislature has
anticipated these City costs by providing for a reimbursement for
administrative  costs  (interfund resolution required). This
reimbursement is limited to the lesser of 10% of project costs or
10% of increment revenue, and is intended to cover all staff and
consultant costs other than engineering.

The City should consider two relevant policy questions.

»  Does the City wish to receive a guarantee of its costs from the
landowner for the period from inception of the TIF process
until signing of the Development Agreement? This guarantee
covers the situation whereby the project terminates during the
negotiation phase.

»  What is the appropriate level of administrative cost
reimbursement?
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Springsted Incorporated
380 Jackson Street, Suite 300
Saint Paul, MN 55101-2887

Tel: 651-223-3000
Fax: 661-223-3002

_ Springsted

www.springsted.com
MEMORANDUM
TO: Michael Johnson, City Administrator, City of New Prague
FROM: Mikaela Huot, Vice President/Consultant
DATE: May 9, 2016
SUBJECT: Definitions of Tax Abatement and Tax Increment Financing (Economic Development) District

The purpose of this memorandum is to provide a summary of the financing tools tax abatement and tax increment
financing (TIF) to assist the City with review of potential projects within the City.

MN Statute 469.174, Subd. 12. Economic development district

Economic development district means a type of tax increment financing district which consists of any project, or
portions of a project, which the authority finds to be in the public interest because:

1.

It will discourage commerce, industry, or manufacturing from moving their operations to another state or
municipality; or

it will result in increased employment in the state; or

it will result in preservation and enhancement of the tax base of the state.

MN Statute 469.176, Subd. 4c. Economic development districts

Revenue derived from tax increment from an economic development district may not be used to provide
improvements, loans, subsidies, grants, interest rate subsidies, or assistance in any form o developments consisting
of buildings and ancillary facilities, if more than 15 percent of the buildings and facilities (determined on the basis of
square footage) are used for a purpose other than:

1.

S ol

the manufacturing or production of tangible personal property, including processing resulting in the change
in condition of the property;

warehousing, storage, and distribution of tangible personal property, excluding retail sales;

research and development related to the activities listed in clause (1) or (2);

telemarketing if that activity is the exclusive use of the property;

tourism facilities; or

space necessary for and related to the activities listed in clauses (1) to (5).

Notwithstanding the provisions of this subdivision, revenues derived from tax increment from an economic
development district may be used to provide improvements, loans, subsidies, grants, interest rate subsidies, or

é 5’ Public Sector Advisors




City of New Prague, Minnesota
Tax Increment and Tax Abatement
May 9, 2016

Page 2

assistance in any form for up to 15,000 square feet of any separately owned commercial facility located within the
municipal jurisdiction of a small city, if the revenues derived from increments are spent only to assist the facility
directly or for administrative expenses, the assistance is necessary to develop the facility, and all of the increments,
except those for administrative expenses, are spent only for activities within the district.

A city is a small city for purposes of this subdivision if the city was a small city in the year in which the request for
certification was made and applies for the rest of the duration of the district, regardless of whether the city qualifies or
ceases fo qualify as a smali city.

The term of an economic development is eight years following first collection of increment.

MN Statute 469.1813, Subdivision 1 Tax Abatement

The governing body of a political subdivision may grant a current or prospective abatement, by contract or otherwise,
of the taxes imposed by the political subdivision on a parcel of property, which may include personal property and
machinery, or defer the payments of the taxes and abate the interest and penalty that otherwise would apply, if:

1. it expects the benefits to the political subdivision of the proposed abatement agreement to at least equal the
costs to the political subdivision of the proposed agreement or intends the abatement to phase in a property
tax increase, as provided in clause (2)(vii); and

2. itfinds that doing so is in the public interest because it will;

a. increase or preserve tax base;

b. provide employment opportunities in the political subdivision;

c. provide or help acquire or construct public facilities;

d. help redevelop or renew blighted areas;

e. help provide access to services for residents of the political subdivision;

f.  finance or provide public infrastructure;

g. phase in a property tax increase on the parcel resulting from an increase of 50 percent or more in
one year on the estimated market value of the parcel, other than increase attributable to
improvement of the parcel; or

h. stabilize the tax base through equalization of property tax revenues for a specified period of time
with respect to a taxpayer whose real and personal property is subject to valuation under
Minnesota Rules, chapter 8100.

The proceeds of tax abatement bonds issued may be used to:

1. pay for public improvements that benefit the property,

2. to acquire and convey land or other property, as provided under this section,

3. to reimburse the property owner for the cost of improvements made to the property, or
4. to pay the costs of issuance of the bonds.

The term of tax abatement is no longer than 15 years, unless one of the other taxing entities declines participation in
tax abatement or 90 days passes from the request for participation then the maximum term is 20 years.




FINANCIAL REVIEW AND FEASIBILITY ANALYSIS
SUGGESTED INFORMATION TO BE COMPILED BY CITY

PROPOSED PROJECT INFORMATION
For the proposed project

1) List of all parcels (PID #'s) comprising the project.
2)  Map showing the boundaries of the project

For each parcel in the proposed project

1) Legal description.
2)  Current assessed value (specify year, breakdown by land and building).

For the project to be undertaken within the TIF district

1) Generalinformation (i.e. name, type of construction, size, use(s), etc.).
2)  Reasons for passing the "but-for" test (why is assistance needed for the project to proceed?).
Include special studies or analysis used in making such determinations.
Analysis can be done in conjunction with district establishment.
3)  Name, address, phone # of developer requesting assistance.
4)  Construction timetable, including assessed value of all parcels included in the project upon completion.
If construction is planned in phases, specify estimated percentage completed by year.
Indicate how completed assessed value was derived (i.e. Assessor's review of preliminary plans, estimated taxes/sq.
ft., percentage of construction cost, etc.)

5)  Itemization of all authorized project costs (see below).

Public Improvements:

Site Improvements:

Land Acquisition
Demolition/Clearance
Contingency
Professional Services
Other

Total $

(e




For all taxing jurisdictions affected by the proposed project

Name Rate
State

County

City
School District

Technical College

Other

Total

PROJECT FINANCING:

Method: Bonds (Taxable)
Bonds (Tax-exempt)
Pay-as-you-go
Internal Funding

Other

OTHER INFORMATION:




FEASIBILITY ANALYSIS AND DEVELOPER REVIEW

Project Details

e Toinclude # of housing units, type of housing units, size of housing units, etc

¢ Toinclude breakdown of commercial square footage, i.e., office, retail, manufacturing, industrial, hospitality, entertainment,
efc

e Toinclude cost per square footage of construction of each type of housing unit and each type of commercial use

¢ Toinclude site improvement and public infrastructure costs

¢ Toinclude detailed breakdown of all costs

Project Phasing

¢ Toinclude commencement and completion for each building construction, or each site improvement, or public infrastructure
e Toinclude date for sale of unit or lease of unit, occupancy start and full occupancy, etc

Project Financing

¢ Toinclude development of complete sources and uses of funds

e To include detail on bank financing, i.e., principal, term, rate

¢ To include equity amount and timing of equity in project

e Toinclude take-out source of bank financing for construction period, if applicable

e Toinclude letters of commitment or interest from financial institutions

¢ To include amount of public financing request, and form of request, i.e., bonds, pay-go-note, etc

¢ Toinclude gap amount to match public financing request (all equity and private sources are insufficient to pay all costs)
e Toinclude description of and rationale behind proposed governmental financial assistance

Public Financing Revenue Assumptions

e Toinclude estimated assessed value per type of construction
e Toinclude sales per s.f. estimates (if applicable)
¢ Toinclude any growth assumptions

Project Operation

e Toinclude operating assumptions related to retail, commercial, housing, etc

e Toinclude revenue and expense assumptions and increases

e Toinclude reserve assumptions (capital, operating, etc.)

e Toinclude type of lease for commercial, estimated lease rate, est. operating expenditures, assumed vacancy, etc

e Toinclude rent and/or sale assumptions for housing and commercial uses

¢ Toinclude lease commission, sales commission assumptions

e Toinclude complete operating pro-forma

¢ Toinclude complete operating pro-forma calculating internal rate of return with and without requested financial assistance
e Toinclude sale assumptions in appropriate future year (10 or 15), including capitalization rate

e Toinclude proposed tenants, job and wage information




General Information/Assumptions

¢ Qualify any published source used in any of the above

Information Required for Standard Developer/Development Review

Financial Background

e Description of development company, ownership, and affiliated/partner companies

o  Current (latest quarter) balance sheets and income statements for development company

o Past three years of audited year-end financial statements (minimum of balance sheets and income statements) for
development company

o Current and historical financial statements for affiliated/partner companies, if applicable

¢ Current personal balance sheet for developer principal(s), if applicable

o Past three years of personal income tax returns for developer principal(s), if applicable

Other Disclosures

e Has the developer or any affiliated party defaulted on a real estate obligation?

e Has the developer or any affiliated party been the defendant in any legal suit or action?
e Has the developer or any affiliated party declared bankruptcy?

e Has the developer or any affiliated party had judgments recorded against them?

e If the answer to any of the above questions is yes, please explain.

References and Relevant Experience
o Names and locations of recent comparable projects

¢ Private, public, and non-profit sector references from comparable projects. Please include names of government contacts
with which the developer worked, if applicable.
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May 2021 EDA Business Updates:

e 2 new home permits were issued in April (2 single family home and 0 townhome units). 9
residential home permits have been issued so far in 2021 (9 single family and 0 townhomes). Four
additional single family home permits were reviewed in late April and are ready to pick up. One
permit was also issued for two apartment units above Marquardt Jewelry at 119 W. Main Street (2

total apartment units).

e Chart Inc., located at 407 7t Street NW, was issued a commercial fire suppression permit for their

hydrogen test site.

o New Prague Commons Strip Mall, 201 Chalupsky Ave. SE, work progresses on the strip mall addition
with a permit being issued for commercial fire suppression.

P:\EDA\Business Inventory\Monthly Updates\2021\May 2021 Business Updates.docx
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MINNEAPOLIS AREA

Local Market Update — March 2021 ~o
b €o®> REALTORS

A RESEARCH TOOL PROVIDED BY MINNEAPOLIS AREA REALTORS®

0.0% - 41.2% + 18.3%

Change in Change in Change in
N ew Pr a g u e New Listings Closed Sales Median Sales Price
March Rolling 12 Months
| 2020 2021 /- | 2020 2021 +/- ]

New Listings 1 25 25 00% | 283 211 -42%
Closed Sales 17 10 “41.2% 236 237 +0.4%
Median Sales Price* $256,000 $302,814 +18.3% $274,900 $305,000 + 10.9%
Average Sales Price* $261,241 $307,666 +17.8% $287,918 $323,325 +12.3%
Price Per Square Foot* $139 $176 +26.2% $137 $149 +9.1%
Percent of Original List Price Received* 97.3% 102.3% +51% 98.1% 99.8% +1.7%
Days on Market Until Sale 42 25 -40.5% 66 49 -25.8%
Inventory of Homes for Sale 34 20 -41.2% - - [
Months Supply of Inventory 1.8 1.0 -44.4% -- - --

* Does not accaunt for seller concessions. | Activity for one month can sometimes ook extreme due to small sample size.

March £2020 m2021 Rolling 12 Months #2020 =2021
283 271

25 25

New Listings Closed Sales New Listings Closed Sales

Change in Median Sales Price from Prior Year (6-Month Average)** 16-County Twin Cities Region ===

New Prague emgmm

+ 50%

+ 40%

+ 30%

+ 20%

+10%

0%

-10%

-20%

- 30% ) -
1-2008 1-2009 1-2010 1-2011 1-2012 1-2013 1-2014 1-2015 1-2016 1-2017 1-2018 1-2019 1-2020 1-2021

** Each dot represents the change in median sales price from the prior year using a 6-month weighted average.
This means that each of the 6 months used in a dot are proportioned according to their share of sales during that period.

/a\ Current as of April 8, 2021. All data from NorthstarMLS. | Powered by ShowingTime,



