City of Lake Elmo
City Council Workshop
3800 Laverne Avenue North
Lake Elmo, MN 55042

April 12th, 2011
6:30 p.m. - 8:30 p.m. (?)
Proposed Agenda *
I. Update from South Washington Watershed District -- Mr. Matt Moore,

Administrator

2. Discussion Regarding Solid Waste Collection Services in Lake Elmo —
Next Steps?

3. Discussion Regarding Potential Formation of Lake Elmo Economic
Development Authority — Next Steps?

4. Proposed Software Purchases

a. Public Works
b. Administration/Planning/Code Enforcement

N

. Adjourn

Given the broad and open-ended nature of the discussion topics, general
background materials are still being prepared and will be delivered on
Monday, April 11th, 2011, as well as posted on the City’s Website.

- ¥ 4 social gathering may or may not be held at the Lake Elmo Inn Jollowing the
meeting **




GITY OF

mé&'ﬁ% MAYOR & COUNCIL WORKSHOP

DATE: 4/12/2011
WORKSHOP

ITEM #: 1
DISCUSSION

AGENDA ITEM:  South Washington Watershed District Update
SUBMITTED BY: Bruce A. Messelt, City Administrator
THROUGH: Mayor and City Council Direction

REVIEWED BY:  City Staff

SUMMARY AND ACTION REQUESTED: This item is scheduled at the request of the South
Washington Watershed District. It is respectfully requested that the City Council receive a
briefing from Mr, Matt Moore, Administrator of the South Washington Watershed District.

BACKGROUND INFORMATION & STAFF REPORT: This item has been scheduled as a
regular update from the South Washington Watershed District.

RECOMMENDATION: It is respectfully requested that the City Council receive a briefing
from Mr. Matt Moore, Administrator of the South Washington Watershed District, and provide
any subsequent comment or input, as appropriate.

ATTACHMENTS: SWWD Information

SUGGESTED ORDER OF BUSINESS:
= INIOAUCHON. oo, City Administrator
- Presentation of Item.........cc..coevrverivrnninennnn. Matt Moore, SWWD Administrator

- DISCUSSION. it Mayor & City Council
- Public Input, if APPropriate .......ccevvvevivreiverieerireeersersesroeenns Mayor Facilitates
= Direction/ACHON vuvvveeveieeieciree sttt reenns Mayor Facilitates

-- page 1 -
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Background « South Washington (Watershed District Page 1 of 2

Heme About SWWhH Hesourees Progroms Projects Links

* RESIDENTS
« DEVELOPERS

South Washington
Watershed District
Office

2302 Tower Drive,
Woodbury, MN 55125

Driving Birections

ph. 651.714,3729
fx. 651.714.3721
Email Administrator

Background

What is a watershed?

A watershed is all the land area that drains io a specific water resource, such as a lake or stream, Watersheds range in size from 2 few
square miles to an entire continent. As rainwater and melting snow run downhill, they carry seditnent and other materials into
streams, lakes, and groundwater. Watersheds provide water for drinking, irrigation, streams, and activities such as fishing,
swimming, and boating. In addition, watersheds also provide food and shelter for wildlife.

What is a watershed district?

Watershed districts are special purpose local units of government with taxing and limited regulatory authority. Water does not follow
political boundaries; therefore the boundaries of a district follow the natural boundary of a watershed. A district is responsible for
managing the water resources within its watershed.

What does a watershed district do?

(Adapted from: Doug Thomas, BWSR)

« Control or alleviate damage from flood waters

* Regulate the flow of streams and conserve the streams’ water

» Control or alleviate soil erosion and siltation of watercourses or water basins

* Regulate improvements by riparian property owners of the beds, banks, and shores of lakes, streams, and wetlands for preservation
and beneficial public use

» Protect or enhance the water quality in watercourses or water basins; and

* Provide for the protection of groundwater and regulate its use to preserve it for beneficial purposes

How are watershed districts governed?

+ Appointed board of managers (3-9)

* Not a public officer, except SWCD supervisor

* Voting resident of the District

* Serve a 3 year term, no term limits, unless restricted by the county

http://www.swwdmn.org/about-swwd/background/ 4/12/2011




MAYOR & COUNCIL WORKSHOP

DATE: 4/12/2011
‘WORKSHOP

ITEM #: 2
DISCUSSION

AGENDA ITEM:  Discussion of Organized Trash Collection Options
SUBMITTED BY: Bruce A, Messelt, City Administrator, p\r\
THROUGH: Mayor and City Council Direction

REVIEWED BY:  City Staff and Accounting Services Contractors

SUMMARY AND ACTION REQUESTED: This item is scheduled as a follow-up the City
Council March 8th, 2011 presentation, as well as its January 11th, 2011 discussion. It is
respectfully requested that the City Council discuss and provide direction regarding possible
future efforts to evaluate and address options for organized trash collection within the City of
Lake Elmo.

BACKGROUND INFORMATION & STAFF REPORT: This item has been scheduled as a
follow-up to the Council’s March 8th, 2011 presentation and January 11th, 2011 Workshop
discussion. This item was previously discussed at the November 3rd and 10th, 2010 meetings,
subsequent a 2009 Waste Hauling Survey.

At the January 11th, 2011 Workshop, the following Citywide objectives relating to solid waste
collection and recycling were identified by the City Council:

Preserve Customer Choice
(not necessarily individual, but perhaps
neighborhood, area or Citywide selection)

Maintain or Lower Customer Costs

Reduce Wear & Tear on Streets
(multiple providers on multiple days)

Reward Community Involvement/Legacy

Preserve or Enhance Customer Service
(i.e. specialized services, perhaps through
tiered plans or options)

Improve Recycling Services

Reduce Noise, Air & Sight Pollution
(environmental considerations)

Consider Other Community Partnerships

--page 1 --




" City Council Workshop ( Presentation on and Discussion@ Jrganized Trash Collection Options

April 12th, 2011

Workshop Agenda Item # 2

. RECOMMENDATION: It is respectfully recommended that the City Council discuss the topic
of Council and community objectives relating to solid waste collection and recycling, and

provide any subsequent direction to its Staff, as appropriate.

ATTACHMENTS:
1. March 8th, 2011 Presentation
2. State Statute Regarding Organized Collection

SUGGESTED ORDER OF BUSINESS:

Mayor Facilitates

- Infroduction & Presentation of Hem ........c.ccovcevvviirivninenns City Administrator
- Public Input, if APPropriate......ceeeecriicmnniecninine e
= DiSCUSSION .. uvreerreerererieseetrameeeisssessesastas ssasassssassesessnnonns Mayor & City Council
- Direction/ACHON ..ccueeirrieiriveninininiie s ecssnras s ses s s assssens

-- page 2 -

Mayor Facilitates



Municipal Approaches to

Organized Trash Collection -
A Presentation to the

City of Lake Elmo City Courncil
March 8, 2011 |

Presented by Dan Krivit, Senior Project Manager

Foth Infrastructure & Environment, LLC
Lake Elmo, MN

(651) 288-8509
Dan.Krivit@Foth.com

€Foth

MPCA Study

Analysis of Waste Collection Service Arrangements
June 2009

o,
% Mirnesota Pollution Control Agency

MPCA Horpe > Westa > Local Government Assislaiice Unil = Waste Colleciion Service

Waste Collection Service Arrangements

The Minnesota Pollution Contrel Agsncy
gommizsloned resgarch to develop quantifiable
MPC A Web p a e Information comparing open end organlzed
collection systems for residential municlpal solid
wasle (MSW) and recyclabla materials. Using
examples from clties across Minnzsola, the

analysis provides detalls on these programs based
on;

+ Cost

+ tmpacts on the environmant

+ Efficiency and effecliveness of solid waste management systems

+ Oulcomes as they relaie 1o objeclives of the MPCA's strategic plan, such as renewable
anergy and retuced greenhousa gas (GHG) emissions.

Study datails

Toth Infrastructure & Environment LLC (Lake Elme, Minn,) was hired by the MPCA throngh u
technionl coniruet. Tt the conrse of their research, they gathered facts and daw from countivs, cities

Foth




Foth Fact Sheet:

-+ Founded in Green Bay in 1938
% Employee-owned with
675 members

<+ Opened an office in
Twin Cities in 1986

<+ Moved office to Lake Elmo in
2006 with 75 members

*

Peysonniized 4
Chient Centered

Seyvice

Peraonnlized .

Chient Centered

Service




“Organized Trash Collection”
Common Terminology

« Only addressing residential collection

« Open collection systems —
household chooses any city licensed hauler

« Organized collection systems —
city contracts with private hauler(s) *

~ + May apply to trash and recycling separately

€Foth

Prevalence of Open vs. Organized
Trash Collection Systems

+ Open collection is prevalent in Minnesota

< Nationally, data indicate organized is more
prevalent




Use of MN’s Organized Collection

. Statute

% Several cities have followed a typical
process
» City goals for organizing
» Staff work along with a committee
» Haulers involved, generally opposed
» Resident involvement desire “Choice”
» Councils decline to proceed

Typical Municipal Goals &
Objectives

.+ Reduce amount of truck traffic w/

associated impacts
+ Reduce cost per household per month
+ Improve & standardize service
< Improve management of waste

& Foth




Waste Hauler Goals & Objectives

+ Haulers often oppose organized collection
to protect their business interests

<+ Favor free market — customer choice

+ Risk loss of customers, limits growth, limits
company value

€ Foth

Costs

+ Cost-related issues can be complex, but...

+ Residents in organized collection systems
can and do pay less

& Foth




| Organized Collection Impacts on
Program Outcomes

.+ MPCA study found an increase in
. recycling in cities with organized recycling
collection

 &Foth

Impact on Roads

«+ Commonly stated concern for
municipalities with open systems

<+ MN Local Road Research Board is now
studying this issue

& Foth




Potential Keys to Implementation

+ Clearly state the objectives for any system
change. (What is the “public good”)
» Improve recycling
» Reduce truck traffic

» Increase cost effectiveness
(e.g., reduce prices)

» Improve system management

Potential Keys to implementation

+ Anticipate a lengthy citizen participation
process

+ Plan for sophisticated hauler and citizen
opposition

-« Need effective city leadership at elected

official and staff levels

+ Include legal counsel from beginning to
end

¢ Foth




Open Hauling Improvement Options

+ Same day trash + recyclables collection zones
« Improved trash license service standards
« Improved recycling standards

+ Advanced pay as you throw price schedules for
trash prices

+ Citizen networks — organized collection on a
block-by-block or neighborhood level

€ Foth

Organized System Options

.« Simple contract with one hauler

. < Consortium model
(all current haulers invited to participate)

% City contract with for an optional
" “network” hauler

€ Foth




Questions? -

& Foth




AT,

Other details .....

€ Foth

Fuel Use & Greenhouse Gas
Emissions

< Qverview:
» Open systems result in higher fuel use than a
single hauler collecting every household

» As the percentage of the households
increases, there is greater efficiency, less
drive-by time, lower relative fuel use, and less
GHG per household

» Computer model developed as part of study

€ Foth




Costs

% Literature review found examples of
surveys from organized collection studies

+ Consistent conclusions by those cities is
- that organized cities show a lower cost
across 30 to 60 to 90 gallon service

Overall Survey - Average Monthly
Rates Charged to Residents

Average Monthly Rate
| Collection System
' 30 Gallon 60 Gallon 90 Gallon
Open MSW $22.64 $25.46 $26.50
Organized MSW $14.83 $16.98 $22.23
Difference $7.81 $8.48 $4.27
% Change +53% +50% +19%




Potential Keys to Implementation

<+ Fully embrace the potential “compromise”
option of contracting with existing haulers
via a “consortium” structure (i.e., rather
than one “winner”)

& Foth




1 MINNESOTA STATUTES 2010 115A.94

115A.94 ORGANIZED COLLECTION,

Subdivision 1, Definition. "Organized collection” means a system for collecting solid waste
in which a specified collector, or a member of an organization of collectors, is authorized to
collect from a defined geographic service area or areas some or all of the solid waste that is
released by generators for collection,

Subd. 2. Local authority, A city or town may organize collection, afier public notification as
required in subdivision 4. A county may organize collection as provided in subdivision 5.

Subd. 3. General provisions. (a) The local government unit may organize collection as a
municipal service or by ordinance, franchise, license, negotiated or bidded contract, or other
means, using one or more collectors or an organization of collectors.

(b) The local government unit may not establish or administer organized collection in a
manner that impairs the preservation and development of recycling and markets for recyclable
materials. The local government unit shall exempt recyclable materials from organized collection
upon a showing by the generator or collector that the materials are or will be separated from
mixed municipal solid waste by the generator, separately collected, and delivered for reuse in
their original form or for use in a manufacturing process.

(c) The local government unit shall invite and employ the assistance of interested persons,
including persons licensed to operate solid waste collection services in the local government unit,
in developing plans and proposals for organized collection and in establishing the organized
collection system.

(d) Organized collection accomplished by coniract or as a municipal service may include
a requirement that all or any portion of the solid waste, except (1) recyclable materials and (2)
materials that are processed at a resource recovery facility at the capacity in operation at the
time that the requirement s imposed, be delivered to a waste facility identified by the local
government unit. In a district or county where a resource recovery facility has been designated
by ordinance under section 115A.86, organized colicction must conform to the requirements of
the designation ordinance,

Subd. 4. Cities and towns; notice; planning. (2) At least 180 days before implementing an
ordinance, franchise, license, contract or other means of organizing collection, a city or town, by
resolution of the governing body, shall announce its intent to organize collection and invite the
participation of interested persons, including persons licensed to operate solid waste collection
services, in planning and establishing the organized collection system.

(b) The resolution of intent must be adopted after a public hearing. The hearing must be held
at least two weeks after public notice and mailed notice to persons known by the city or town to
be operating solid waste collection services in the city or town. The failure to give mailed notice
to persons or defect in the notice doss not invalidate the proceedings, provided a bona fide effort
to comply with notice requirements has been made.,

(c¢) During a 90-day period following the resolution of intent, the city or town shall develop
or supervise the development of plans or proposals for organized collection. During this 90-day
planning period, the city or town shall invite and employ the assistance of persons licensed as
of the date of the resolution of intent to operate solid waste collection services in the city or
town. Failure of a Jicensed collector fo participate in the 90-day planning period, when the city

Copyright € 2010 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




< c
2 MINNESOTA STATUTES 2010 115A.94

or town has made a bona fide effort to provide the person the opportunity to participate, does
not invalidate the planming process.

(d) For 90 days afier the date ending the planning period required under paragraph (c), the
city or town shall discuss possible organized collection arrangements with all licensed collectors
operating in the city or town who have expressed interest. If the city or town is unable o agree on
an organized collection arrangement with a majority of the licensed collectors who have expressed
interest, or upon expiration of the 90 days, the city or town may propose implementation of an
alternate method of organizing collection as authorized in subdivision 3.

(e) The city or town shall make specific findings that:

(1) describe in detail the procedures it used to plan and to attempt implementation of
organized collection through an arrangement with collectors who expressed inferest; and

(2) evaluate the proposed organized collection method in light of at least the following
standards: achieving the stated organized collection goals of the city or town; minimizing
displacement of collectors; ensuring participation of all interested parties in the decision-making
process; and maximizing efficiency in solid waste collection.

(f) Upon request, the city or town shall provide mailed notice of all proceedings on the
organization of collection in the city or town.

(g) If the city or town and all the persons licensed to operate mixed municipal solid waste
collection services and doing business in the city or town agree on the plan, the city or town may
implement the plan without regard io the 180-day period specified in paragraph (a).

Subd. 5. County organized collection. (a) A county may by ordinance require cities and
towns within the county to organize collection. Organized collection ordinances of counties may:

(1) require cities and towns to require the separation and separate collection of recyclable
materials;

(2) specify the material to be separated; and

(3) require cities and towns to meet any performance standards for source separation that
are contained in the county solid waste plan.

(b) A county may itself organize collection under subdivision 4 in any city or town that does
not comply with a county organized collection ordinance adopted under this subdivision, and the
county may implement, as part of its organized collection, the source separation program and
performance standards required by its organized collection ordinance.

Subd. 6. Organized collection pot required or prevented. (a) The authority granted in this
section to organize solid waste collection is optional and is in addition to authority to govern
solid waste collection granted by other law.

(b) Except as provided in subdivision 5, a city, town, or county is not:
(1) required to organize collection; or
(2) prevented from organizing collection of solid waste or recyclable material,

(c) Except as provided in subdivision 5, a city, town, or county may exercise any authority
granted by any other law, including a home rule charter, to govern collection of solid waste.

Copyright © 2010 by the Office of the Revisor of Statuies, State of Minnesota. All Rights Reserved.




3 MINNESOTA STATUTES 2010 115A.94

Subd. 7. Anticompetitive conduct. (a) A political subdivision that organizes collection
under this section is authorized to engage in anticompetitive conduct to the extent necessary to
plan and implement its chosen organized collection system and is immune from liability under
state laws relating to antitrust, restraint of trade, unfair trade practices, and other regulation of
frade or commerce.

(b) An organization of solid waste collectors, an individual collector, and their officers,
members, employees, and agents who cooperate with a political subdivision that organizes
collection under this section are authorized to engage in anticompetitive conduct to the extent
necessary to plan and implement the organized collection system, provided that the political
subdivision actively supervises the participation of each entity. An organization, entity, or person
covered by this paragraph is immune from liability under state law relating to antitrust, restraint
of trade, unfair trade practices, and other regulation of trade or commerce,

History: /987 ¢ 3485 27, 1989 ¢ 325 5 26,27, 1990 ¢ 600 s 1,2; 1991 ¢ 337 5 46, 1993 ¢
249 5 20,21

Copyright © 2010 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




CITY OF

LAKE

AGENDA ITEM:

SUBMITTED BY:

THROUGH:

REVIEWED BY:

“i&m MAYOR & COUNCIL WORKSHOP

DATE: 4/12/2011

WORKSHOP
ITEM #: 3
DISCUSSION

Discussion of Community Development and Redevelopment Options
Bruce A. Messelt, City Administrator6 P\
Mayor and City Council Direction

City Staff

SUMMARY AND ACTION REQUESTED: This item is scheduled as a follow-up City

Council discussion regarding potential economic development tools, It is respectfully requested
that the City Council discuss and provide direction regarding possible future efforts to evaluate
and address options for economic development within the City of Lake Elmo.

BACKGROUND INFORMATION & STAFF REPORT: This item has been scheduled és a

follow-up to the Council’s previous discussions regarding economic development.

RECOMMENDATION: It is respectfully recommended that the City Council discuss the topic

of Council and community objectives relating to economic development, and provide any
subsequent direction to its Staff, as appropriate.

ATTACHMENTS:

LMNC Handbook Chapter 15

SUGGESTED ORDER OF BUSINESS:

- Introduction & Presentation of Item .......cccooceereniiviiicininnns City Administrator
- Discussion........cceeeeee. SV UP P OPTPROOROUOPION Mayor & City Council
- Public Input, if APPropriate .......cceeecrecrreviisronenenninnin, Mayor Facilitates
~ DITECHON/ACHON uiveceies vt Mayor Facilitates

-~ page 1 --




CHAPTER 15

Part IV

REGULATORY AND DEVELOPMENT FUNCTIONS OF CITIES

CHAPTER 15: COMMUNITY DEVELOPMENT AND
REDEVELOPMENT

I Business subsidies or financial assiStANCE ......ucciceiviciencrieisre s e e b anen e 3
A, BUSINESS SUDSIAIES ..oviviiiieeieierir e et see s st s r e e et e rara s e s s essassearrar s rs se st aberbenssranrentns 3
B.  Tinancial BSSISTANCE ....cciccriesiseiiericsreiererrisresriseresiesesesesresssessensesassasssiessssiassssessnsssnsnsiesssassastsssssssssssossensonnns 4

1L City develoPEnt t0O01S.....c.v.ciiirrririserereiereses e essesressnbees essseseas et ensassstsaesesassassssassnsesssssosansns sessssans 4
A, General city devVElOPIMENE POWEIS cuovivrecveriresvrrerarrreisereriseresiesisesiosssstesssiessssrssssstensssstans ssssssessensassionsesin 4
B. Housing and redevelopment aUthOTIIES ... iveeinesiiniisiicinesonieeresi s reresnsns e ssesesssssesinesessssesssssis 5
C. Economic development authorities ... ..o e e nenas 9
D, POt aUthorities....cocveicce e enr e e e et s n s e e sas R e s ae e es R eme et e e e bens 10
E. Municipal or area redevelOpmEnt AZENCIES ......ccverireieeierieticcrinerts e rirrvssveererrsrrssinseeisssass e sreseesearans 11
F. City development QistriCtS .. ..ooccioirvievervincnierercisnisresse e seesesiess esssssssssssssessvassrevessesssessssssensasssssnonnesens 11
G, City INAUSIAL AEVOIOPINONE, ..vvvvrrvvsserserssessessessssssessesssossessessessesseesssoesessasessssessssssssessesssecssessesereeseessereesen 12

L Other development SIATEZIES .....oovmiereeierirriererrerereresseereeresesasssssssesresessesesesmesbebesssasrestrnsansserssenssemereees 13
A, HOUSITHE BONAS ... ettt ea et ra e s se e e e e e sre s barnsne s e r s shassnsemsaasrrans 13
B.  INAUSTHAL PALKS ccoces e sveeseevecvecsreneensrmsssessesseeeseoseosest e seeseeseeseessessessemsesesseeeresenssessessens oot 13
C. Industrial TeVENUE DONAS.....cccviiiererert ettt st e ast e ee et ssn et s s st s eb e s smrerraererasseabans 14
D.  Commercial rehabilitation ..o iomieni it e s st n et en e er s e b s s sn s 14
E. Tax increment fINANCINE (TIF) .cccioriricreeiciectrieineie et eesvaarresssssimies s s sesrssssastessssesnerbens sae sassssssssssonen 14
F.  Property tax abateMent .ottt sess b essssa st ses e emse et sre s e e st ensamrne s ren 17

IV.  State-sponsored development TO01S ......ccieiri et b s r s 18
A, Minnesota Housing FINANCE AZEIOY . .....ccvovovrrerimirrrmrsseiermsiseisssissssissssssssessssssssisssisssessessssssatsssessssessros 18
B. Department of Employment and Economic Development (DEED).......ueisiuseeressssenssenseessonseesereenen 18
C. Enterprise MINNESOTa. .uccvoviiiiecivenre ettt s sas e s se bbb nasen s e 20
D, E-commerce ready CIties ......oiiiiieisiesierriet it e e e bbb ensaas 20
E. COTPOTAtiONS .....ccvieii ittt sttt et st e e ar s ssne s eas sr e sassasarbeasssnbesns b tsesastssassass 20

V. Federal development t00IS. ..iiceiieerr e icerieieeissierse s ietrse st e e e es sereraeseas b s s e e nsas b emeanebess b besbeesnrenes 20
A, Commumity development boCK Srants..........coiivicminiciie et esnen e srssnses 20
B.  Rural develOpment BIANES......c.ceevirrcriereceeeenrierrrinsasteiesesessassesessessesestssimssrestassesressastenssnesresssssasnsosssmsnsens 20

V1. How this chapter applies to home rule Charter CIIES......ovreieirmiiienisiisiisiecssesiess s sesresssresesssssee soesnes 21
HANDBOOK FOR MINNESOTA CITIES 15:1

This chapter last revised 12/2010
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Minn. Stat. §§ 116J.993 1o
1161995,

Minn, Stat, § 1161953, subd. 3.

Minn, Stat. § 116].994, subds. 5,
11.

Minnesota Department of
Employment and Economic
Development (DEED),

Minn, Stat. § 1161994, subd. 3.

CHAPTER 15

Chapter 15

Community development and
redevelopment

This chapter describes the requirements for a city to establish criteria for
awarding business subsidies, addresses the various development agencies
cities may create, and provides a brief 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.

. Business subsidies or financial
assistance

A. Business subsidies

State law defines “business subsidy” or “subsidy” as a state or local
govermment 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 givento a
business in an amount greater than $150,000.

Prior to awarding a business subsidy of more than $150,000 (and as defined
by law) to any business, a city and any Housing and Redevelopment
Authority (HRA), Economic Development Authority (EDA), port authority,
and nonprofit created by a local government must hold a public hearing and
adopt criteria for awarding business subsidies. 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.
The criteria must include a policy regarding the wages to be paid for any
Jjobs created. Copies of the criteria adopted by cities are found on the
Minnesota Department of Employment and Economic Development
(DEED) web site

Once the criteria are established, the grantor and the recipient must enter
into subsidy agreements that meet the statutory requirements. The agreement
must include an obligation to repay part or the entire subsidy if the recipient
does not meet its obligations.

HANDBOCK FOR MINNESCTA CITIES

15:3

This chapter last revised 12/2010




Minn. Stat. § 116].993, subd. 3.
Minn. Stat. § 469.185.

Minn, Stat. § 1161.994, subd. 1.

Minn. Stat. § 116J.993, subd, 3.

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

Minn. Stat, § 1161.994, subd, 2,
Minn, Stat, § 1161.994, subd, 8.

Minn, Stat, § 469.041,

CHAPTER 13

Types of assistance meeting the definition of a business subsidy include:
grants; contributions of real or personal property or 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.

The law imposes a 180-day statute of limitations on actions to challenge a
city after approval of a business subsidy agreement. Citizens or owners of
taxable property in a city may bring a civil action against the city for failure
to comply with the business subsidy laws. Cities should therefore consult
closely with the city attorney before awarding a business subsidy.

There ate several exceptions to this definition, including a subsidy of less
than $150,000; subsidies for redevelopment, pollution control and land clean
up, housing, industrial revenue bonds, utility property tax abatements and
other similar programs.

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 MBATF if they have not awarded a subsidy in the past five
years.

B. Financial assistance

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
$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 the Department of
Employment and Economic Development (DEED) within one year of
granting the assistance.

II. City development tools

A. General city development powers

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:
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» Dedicate, sell, convey, or lease any of its interests in any property or
grant easements, licenses, or any other rights or privileges 1o an
HRA.

» Furnish parks, playgrounds, recreational, community education,
water, sewer, and drainage facilities or other worlks adjacent to or in
connection with housing and redevelopment projects.

s Grant a partial tax exemption of up to 50 percent of all local taxes
for housing projects in a redevelopment district.

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.

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.

B. Housing and redevelopment authorities

The predominant method of delivering and administering housing and
redevelopment programs in Minnesota is through a legal public agency,
accountable to city government. A city may establish this public agency,
which is often the HRA. There are more than 230 HR As in Minnesota.

1. Elements of an HRA

An HRA is a public corporation with power to undertake certain types of
housing and redeveloprent or renewal activities, While state legislation
conveys authority for housing and redevelopment in cach city, it is up to the
city council to formally establish an HRA before it can do business and use
its powers. Once a council legally establishes an HRA, it may undertake
certain types of planning and community development activities on its own
with council approval.

To create a housing and redevelopment authority, the city council must, by
resolution, make the following findings required by law:

s Substandard, slum or blighted areas that cannot be redeveloped without
governmental assistance; or,

e A shortage of affordable, decent, safe, and sanitary dwelling
accommodations available to low-income individuals and families,

The council must pass this resolution after a public hearing. A copy of this
resolution must go to the commissioner of DEED.
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2. Area of operation for an HRA

The area of operation of a city HRA is the corporate limits of the city.
County and multi-county HRAs operate in arcas that include all the political
subdivisions within the county or counties, except they may not undertake
any project within the boundaries of a city that has not adopted a resolution
authorizing the county or multi-county HRA to exercise powers within that

city.

Establishment of a county or multi-county HRA precludes the formation of
city HR As, unless the county or multi-county HRA and the commissioner of
DEED agree to let the city form one.

3. HRA membership

An HRA consists of five commissioners who are residents of the city. The
mayor appoints and the council approves the members who serve five-year,
stagpered terms. City councilmembers often serve on the HRA. The entire
membership of an HRA may consist of councilmembers.

Federal regulations require that at least one eligible resident be a member of
a public housing agency board, which may be the HRA, an EDA or other
public housing authority (PHA). This rule applies to any public housing
agency that holds a public housing annual confributions contract with HUD
or that administers Section 8§ tenant-based rental assistance. The rule does
not apply to state-financed public housing projects or Section 8 project-
based assistance. A “small PHA exception” also exists.

The city clerk must file a certificate of appointment for each commissioner
of a city HRA and send a certified copy to the commissioner of DEED.

State law allows the IIRA to adopt bylaws. Commissioners may accept
compensation of up to $75 for cach meeting they attend. Commissioners
who are clected officials may receive daily payment for a particular day only
if they do not receive any other daily payment for public service on that day.
Commissioners who are public employees may not receive daily payment,
but may not suffer loss in compensation or benefits as a result of their
service.

4. HRA powers

An HRA is primarily responsible for the planning and implementation of
redevelopment and/or low-rent housing assistance programs within its area
of operation. An HRA has all the powers necessary to carry out the state
HRA Act, including but not limited to the following powers:

¢ To sue and be sued.
s To employ staff and an executive director.

» To undertake projects within its area of operation and to provide for the
construction, reconstruction, improvement, extension, alteration, or
repair of any project or part of a project.
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» To sell, buy, own, and lease property by any means necessary, including
the power of eminent domain,

¢ To cooperate with and use state and federal financial assistance
programs.

¢ To develop rehabilitation and code enforcement techniques.

¢ To issue bonds for any of its corporate purposes backed by the pledge of
revenues, grants or other coniributions.

¢ Toimplement renewal or redevelopment programs using tax increment
financing.

o Toown, hold, improve, lease, sell or dispose of real or personal
property.

* To designate substandard, slum or deteriorating areas needing
redevelopment, and unsafe, unsanitary, and overcrowded housing,

e To make necessary expenditures to carry out the purposes of the HRA
law.

¢ To develop and administer an interest reduction program to assist the
financing of the construction, rehabilitation, or purchase of low- or
moderate-income housing.

3.  HRA special assessment and levy authority

HRA power fo levy and collect taxes or special assessments is limited to the
Minn. Stat. § 469.001 -469.047.  power provided in state law, Subject to a resolution of consent from the city
Minn. Stat. § 469,033, subd. 6. council an HRA may levy a tax upon all taxable property within the city.
(The council may give a consent that covers a series of years if they so
Minn. Stat. § 275.70 Lo 275.74. choose or council may pass a resolution authotizing an HRA levy for a set
amount of time, for example, the entire term of the bonds secured in part by
Minm. Stat, § 275.066, an HRA levy and in part by a city levy.) State law recognizes the distinct
nature of HR As and designates them as “special taxing districts.” The
maximum general allowable operational levy of HRAs is 0.0185 percent of
the previous year’s taxable market value of all property in the city. The
city’s total taxable market value is available from the county assessor. An
HRA raises its own levy because it is a separate political subdivision and not
a “local governmental unit.” Therefore, an HRA levy is not subject to levy
limits but is subject to the 0.0185 percent market value limit. Levies
collected by an HRA must be used only for purposes listed in the HRA Act.

There is crossover between HRA and EDA levies that can be confusing.
Typically, EDAs are not authorized to levy taxes under state law. However,
Minn, Stat, § 469.107. many city EDA-enabling resolutions adopt all the powers of an HRA, and
Mnn, Stat. § 275,066, then the EDA functions as a special taxing district under state law, If the
enabling resolution so allows, the EDA levies a separate tax or “HRA levy”
not subject to levy limits or city debt limits—but again subject to the 0.0185
percent of total ¢ity market value limit in state law. The ¢ity attorney may
verify the structure and levy authority of each city’s HRA and/or EDA.
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While HRAs have the legal authority to “do whatever is necessary and
convenient” to implement redevelopment, they are subject to the ordinances
and laws of the city. The city council must approve HRA plans before the
housing and redevelopment authority may begin implementation.

6. HRA contracting

All HRA construction work and purchases of equipment, supplies or
materials that involve expenditure of more than $100,000 must be
competitively bid. An HRA (and a city) may also use the “best value
alternative.” There are limited exceptions to these requirements for
emergencies and certain projects, such as parking ramps and certain public
transit facilities.

7. HRA financing

Operating funds, capital improvements, and debt retirement expenses for
HRA projects may be financed by any one, or combination of, the following
methods:

» Federal grants.

» Revenue bonds the HHRA or local governing body sells.

» General obligation bonds the local governing body sells.

¢ Tax increments from redevelopment projects.

» A limited mill levy for redevelopment projects and planning activities.
o A limited mill levy for informational and relocation services.

When an HIRA issues bonds, the revenue generated must be used for the
projects financed, or bond costs must be paid from income generated by
designated projects. The law states that the principal and interest on bonds
are payable exclusively from the income and revenues of the project
financed with the proceeds of the bonds, or exclusively from the income and
revenues of certain designated projects, whether or not they are financed in
whole or in part with the proceeds of the bonds.

8. HRA certifications to state

The following documents relating to the establishment and activities of local
HRAs must go to the DEED commissioner:

¢ Resolution of need.

¢ Certificates of appointment or reappointment of HRA commissioners.
s Project reports.
» Applications for federal assistance.

¢ Contracts with federal agencies.
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» Redevelopment plans.
* Low rent public housing project and management plans.

In addition, annual financial reports must go to the state auditor.

9. HRA federal certification

In order for a local HRA to use federal Department of Housing and Urban
Development (HUDY) assistance programs, it must submit a transcript of
organizational documents to the HUD area office.

C. Economic development authorities

All cities and townships have authority from the state Legislature to create
economic development authorities. The city may consolidate the economic
development authority (EDA) with an existing HRA or the city may grant
the authority HRA powers. The city council may create an EDA by passing
an cnabling resolution. Before adopting the enabling resolution, the city
must first conduct a public hearing. The enabling resolution establishes a
board of commissioners for the EDA. The city council can choose to serve
as the EDA board of commissioners or create a board composed of
community members. The mayor, with approval of the council, appoints the
commissioners. The board may consist of three, five or seven members who
serve six-year terms. The board is subject to the open meeting law.

1. EDA levies

The typical EDA levy is different than the HRA levy discussed above, It is
not a levy raised by the EDA—it is a lovy set by a city at the request of the
EDA. Basically, the city simply appropriates part of the money the city
collects in the general city levy to the EDA. Because the EDA levy is part of
the city levy, it is not a “special levy” under state law and thus the EDA levy
is subject to the city’s overall levy limit. However, as noted above, many
EDA-enabling resclutions adopt all the powers of an HRA. If so, the EDA
may levy a separate tax or “HRA levy,” and then the EDA functions as a
special taxing district as if it were an HRA and that levy is not subject o
levy limits or to city debt limits. An EDA using the levy powers of an HRA
is still limited to a levy no more than 0.0185 percent of the total taxable
market value in the city.

2. EDA loans

An EDA. is authorized to make a loan to a business, a for-profit or nonprofit
organization, or an individual. Before taking an action or making a decision
which could substantially affect an EDA commissionet's or an employee's
financial interests or those of an organization with which the commissioner
or an employee is associated, a commissioner or employee of an authority
must comply with specific requirements to disclose the conflict and obtain
prior approval. Failure to do so may result in criminal charges.
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Loans must be for a purpose the EDA is authorized to carry out under the
law. An authorized purpose must deal with or contribute to economic or
industrial development. EDAs have the ability to use pooled bond reserving.
In most development programs, each bond issue is independent of any other
bond issue with a separate service or sinking fund account. EDAs, however,
may create a single common bond reserve fund. Under this arrangement,
each project’s revenues go into a common fund, which in turn pays the
bondholders on all projects.

Through this peoling mechanism, the security of each project’s bond
increases and borrowing costs decrease as long as the pool has the necessary
volume and diversity of cash flow,

3. Other EDA powers

EDAs can acquire property and facilities but cannot issue debt without an
election. The city must authorize the issuance of debt in the resolution
creating the EDA. Also, EDAs can create economic development districts
but the districts must be contiguous. Current law eliminates the requirements
that economic development districts established by EDAs meet the “blight
test” under tax increment financing law for redevelopment districts. EDAs
may exercise powers under the housing and redevelopment anthority (HRA)
law (if a particular EDA enabling resolution includes HR A power) to create
a redevelopment project, housing development, or housing project under
which a restrictive blight test does not apply. These projects can be used for
similar purposes to those of an economic development district under the
EDA law.

D. Port authorities

The state Legislature authorizes city creation of port authorities. A port
authority is a separate political entity with the right to sne and be sued in its
own name and is generally organized to increase commerce in a city. Unlike
EDAs and IR As, a port authority may issue general obligation bonds
without holding an election.

Cities establish a port authority by passing an enabling resolution. It may
have from three to seven commissioners (two of whom must be on the city
council) appointed by the mayor and approved by the city council, unless a
different number or procedure is set out in the enabling law. State law
governs commissioner pay, vacancies, duties, and port authority by-laws.

A port authority shall annually elect a president or chair, vice-president or
vice-chair, treasurer, secretary, and assistant treasurer. A commissioner may
not serve as president or chair and vice-president or vice-chair at the same
time. The other offices may be held by one commissioner. The offices of
secretary and assistant treasurer need not be held by a commissioner.
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The treasurer of a port authority must be bonded to faithfully perform these

duties:
» Receive and be responsible for port authority money.
o Beresponsible for the acts of the assistant treasurer, if appointed.
» Disburse port authority money by check or electronic procedures.
» Keep an account of the source of all receipis, and the nature,

purpose, and authority of all disbursements.
o Tile the authority’s detailed financial statement with its secretary at
least once a year at times set by the authority.

Minn, Stat. § 469.051, subd, 9, The port authority’s annual detailed financial statement must show all
receipts and disbursements, their nature, the money on hand, the purposes to
which the money on hand is to be applied, the authority’s credits and assets,
and its outstanding liabilities. The authority must examine the statement
together with the treasurer’s vouchers, If the authority finds the statement
and vouchers correct, it shall approve them by resolution and record the
resolution.

Minn, Stat. §§ 469.048-469.008.  State law governs many other aspects of port authorities, including but not
limited to use of city property by a port authority, employees, contracts, and
audits. The city attorney also acts as the port authority’s attorney.

E. Municipal or area redevelopment

agencies
thnn. Stat, §§ 469.109 0 Any rural municipality or group of municipalities may establish a public
469.123. body, known as a municipal or area redevelopment agency, in and for the
area the municipality covers. This law defines municipalities as home rule
charter or statutory cities, counties, towns or school districts.
Minn. Stat. § 469110, subd. 11, The law includes only rural areas, which generally means all areas that are

Minn. Stat. § 469. L11. not within the boundary of any city having a population of 50,000 or more,

and not immediately adjacent to urbanized and urbanizing areas with a
population density of more than 100 persons per square mile—or areas with
an unemployment rate of 6 percent or more. The restrictions limit
applicability of the law to rural areas and to the Iron Range.

Minn, Stat, § 469.111. The establishment of the municipal or arca redevelopment agency is similar
Minn, Stt. § 469.115. to the establishment of an HRA. A municipal or arca redevelopment agency
has similar powers to an HRA.,

F. City development districts

Minn. Stat. §§ 469.124 to Any home rule charter or statutory city may designate development districts

0134, within the boundaries of the city. Within these districts, cities may:
e Adopt a development program to acquire, construct, reconstruct,
improve, alter, extend, operate, maintain or promote developments
aimed at improving the physical facilities, quality of life, and quality of
transportation.
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¢ Promote pedestrian skyway systems. -~

o Install gpecial lighting systems, street signs and street furniture,
landscaping of streets and public property, and snow removal systems.

The law encourages pedestrian skyway systems, underground pedestrian
concourses, people-mover systems, and publicly-owned parking structures.
It exempts these structures from taxation even when they are attached to
privately-owned buildings.

G. City industrial development

For the purpose of attracting industrial and commercial development and
encouraging local governments to prevent econommic deterioration, any home
rule charter or statutory city or its redevelopment agency has the power to
promote industrial development by:

» Acquiring, constructing, and holding lands, buildings, easements,
improvements to lands and buildings, capital equipment, and inventory
for industrial projects.

e Issuing revenue bonds and entering into revenue agreements to finance
these activities to promoie industrial projects.

» Refinancing health care and other facilities.

Under the legislation, cities assist industries in starting operations and use
generated revenues to repay the costs. This law is the basis for issuing most
industrial revenue bonds.

Industrial projects eligible for assistance include any revenue-producing
enterprises engaged in assembling, fabricating, manufacturing, mixing,
processing, storing, warchousing, or distributing any products of agriculture,
forestry, mining, or manufacturing; or in research and development activity
in these fields; or in the manufacturing, creation, or production of intangible
propetty, including any patent, copyright, formula, process, design, know
how, format, or other similar item. “Project” also includes any properties
designated as a qualified green building and sustainable design project undet
state law. Eligible projects may include costs related to dewatering
activities.

The law prohibits a city from operating any of these projects as a business or
in any other manner.
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lll. Other development strategies

A. Housing bonds

Minn. Sat. ch. 462C. Cities may use revenue bonds for financing single- and multi-family
housing, primarily for the benefit of low- and mederate-income families.
The law contains single- and multi-family housing criteria and the specific
actions cities must take to comply with the law. Federal law limits the
issuance of housing revenue bonds. Bonding authority is allocated by a state
formula.

B. Industrial parks

An industrial park is a tract of land suitable for industrial use because of
location, topography, proper zoning, availability to utilities, and accessibility
to transportation. A single body has administrative control of the tract, In
some cifies, an industrial park may be little more than a tract of unimproved
land, while in other cities it may be totally served by city services and have
restrictive building requirements. An industrial park’s purpose is to attract
industrial development.

Property a city holds for later sale for economic development purposes
remains tax exemnpt for a period of eight years, or until buildings or other
improvements that are constructed after acquisition reach one-half
occupancy.

Currently, private enterprise creates most new industrial park development
by establishing a for-profit community development corporation. A city can
cooperate with that corporation through its land-use controls and methods of
financing public improvements. Many cities have also established industrial
parks complete with streets, water, and sewer, in spite of the possible tax
ramifications. The city then sells or leases a portion of the park to a business
needing a location for its building.

Minr, Stat. § 469,183, The law authorizes any city owning lands that are not restricted by deed to

Minn, Stal. § 465.035, convey the lands for nominal consideration, fo encourage and promote

AG. Op, 476-B-2 (Mar. 2, 1961).  industry, and to provide employment for citizens. In finding that a

City of Pipesione v. Mudsen, 287 conveyance of land for an indoor arena was not within the statute, the

?’1“;;’773;‘5 7 178 N.W.24 394 attorney general concluded the conveyance must encourage and promote
industry and provide employment for citizens. A more direct promotion of
industry is necessary, beyond the fact that more potential customers might
be in town as a result of athletic contests. However, the courts have upheld
the municipal industrial development revemie bond law, discussed
subsequently, against the same objection. The city’s attorney can best advise
the city concerning the legality of a purchase of land for resale.
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€. Industrial revenue bonds

-The fnunicipal industrial development laws help cities attract new

commercial and industrial development, and keep existing businesses in the
city. The law authorizes the council to issue revenue bonds, and use the
proceeds to acquire and construct industrial sites and facilities. The city then
leases these facilities to private industry and uses the rental fee proceeds to
retire the bonds.

A city may issue industrial revenue bonds, also known as municipal revenue
bonds, without public referendum. It cannot pledge the full faith and credit
of a community as security for these bonds, Thus, the city may not tax
property owners fo pay principal and interest on the bonds.

If a city decides to investigate the use of industrial bond financing, it should
contact the Department of Employment and Economic Development. The
department provides the city with information, advice, and technical
assistance. This assistance is important, due to the adoption of federal and
state laws allocating issuance authority among the states and their political
subdivisions. The commissioner of Securitics must approve the project.

D. Commercial rehabilitation

Cities have authority to carry out programs for the rehabilitation of small-
and medium-sized commercial buildings. The city must adopt a program
ordinance that provides for the adoption of program regulations, including a
definition of small- and medium-sized commercial buildings. Loans under
the program may be for amounts up to $200,000. The city may finance the
program through the sale of revenue bonds.

E. Tax increment financing (TIF)

Tax increment financing authority is available to most cities. Cities with
housing and redevelopment authorities, economic development authorities,
port authorities, redevelopment agencies, those cities administering
development districts or development projects, or cities exercising port
authority powers under a general or special law may use tax increment
financing. Amendments to the law, however, may make the use of this
devetopment tool more complicated.
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Tax increment financing is a funding technique that takes advantage of the
increases in tax capacity and property taxes from development or '
redevelopment to pay upfront public development or redevelopment costs.
The difference in the tax capacity and the tax revenues the property
generates after new construction has occurred, compared with the tax
capacity and tax revenues it generated before the construction, is the
captured value. The taxes paid on the captured value are called
“increments.” Unlike property taxes, increments are not used to pay for the
genetal costs of cities, counties, and schools. Instead, increments go to the
development authority and are used to repay public indebtedness or current
costs the city incurred in acquiring the property, removing existing
structures or installing public services.

Thus, the property owner in a TIF district continues to pay the full amount
of property taxes. TIF involves only the increased property taxes generated
within the district. It does not change the amount of property taxes cwrently
derived from the redevelopment area, nor does it directly affect the amount
or rate of general ad valorem taxes the city levies. The result of a TIF project
is an increased tax base that will benefit all local taxing jurisdictions.
Additionally, TIF districts usually spur economic development and
redevelopment through creating job, removing blight, and providing more
affordable housing.

State. v. Wicklund, SBSN.-W.2d — TTF is used to encourage four general types of private development:

793 (Mitm. 1999) redevelopment, renovation and renewal, growth in low- to moderate-income
housing, and economic development. Public financing using TIF funding for
a privately owned facility does not make public space in the facility a public
forum for free speech purposes. |

A new TIE district involves compact development. Two major conditions
2010 Minn. Laws ch, 216, § 26 must be satisfied:
amending Minn, Stat, § 469.174;
2010 Minn. Laws ch. 216, § 28 e Parcels consisting of 70 percent of the area of the district are ocoupied

zz';.':g’;ﬁbhﬂz: SR e9.173 by buildings or similar structures that are classified as class 3a property
Laws ch. 216, § 29 amending under state law, and

Minn. Stat. § 469,176, subd. 10 .

2010 I\ﬁ,mﬁﬁws ch. 216, § 30 e The planned redevelopment or developroent of the district, when

amending Minn, Stat, § 469,175 completed, will increase the fotal square footage of buildings, classified
adding subd. 1i; 2610 Minn,

! : . as class 3a under state law, occupying the district by three times or more
Laws ch. 216, § 31 amending i M iy qe , ..
Minn. Stat, § 469,176, subd. 4c. relative to the square footage of similar buildings occupying the district
Minn. Stat § 273.13. subd. 24. when the resolution is approved.

The authority to establish or approve a compact development district expires
on June 30, 2012,
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Cities have tempor'ary authority to spend TIF funds to stimulate construction
using economic development districts for any typc of project, if three

-conditions are met:

e The mumc1pa11ty funds pI‘D_] ects that will create new jobs in the state,
* including construction jobs, and the project otherwise would not have
begun before July 1, 2011, without assistance.

¢ Construction of the project begins no later than July 1, 2011.
s The request for certification is made by June 30, 2011.
This temporary authority to spend the tax increment expires Dec. 31, 2011.

The city using TIF must report annually to the county board, the county
auditor, the school board, and the statc auditor as to the status of the TIF
district or districts and publish the report. The state anditor has established a
uniform system of accounting and financial reporting for TIF districts. The
city must annually submit to the state anditor a financial report in
compliance with these standards.

The state auditor may audit TTF districts. If the state auditor notifies a TIF
authority of an alleged violation, a copy of the notice is also forwarded to
the county attorney. If no corrective action is brought within one year, the
county attorney must notify the state auditor, who then notifies the attorney
general. If the attorney general finds a substantial violation, the attorney
general will petition the state tax court to suspend the authority’s power to
use TIF for a period of up te five years. :

The TIF agreement with the developer is a complex document. Assistance
from a financial advisor and the city attorney is necessary in order to
anticipate the many potential problems. An agreement can establish a
minimum market value for tax increment assessment purposes, as well as
provide that the developer pay a certain level of taxes regardless of any
classification rate changes or levy decreases The agreement should be
entered into before the assembly and acquisition of the land on which the
completed improvements are to be located.

The 2001 tax reform legislation, which reduced class rates and provided for
the state takeover of the general education levy, resulted in several changes
to various statutes to accommodate the changes. These changes considerably

reduce the continued viability of TIF in the future.

The law imposes a 180-day statute of limitations on actions to challenge the
creation or modification of a TIF district. The law is complex including a
“but-for” finding before a city approves a TIF plan and the creation of a TIF
district. Cities must follow statutory requirements as to administrative
expenses, plan modifications, reporting requirements, use of increment in
pre-1979 districts, excess increments, pool, and decertification, among other
things.

Before a district can be created, the law requires a detailed estimate of the
impact of a proposed district on city-provided services, such as police and
fire protection, public infrastructure, and borrowing costs attributable to the
district, in addition to other complex estimations must be prepared.
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}i“ﬁ‘;’,j”gf,;"" ‘ge,lez”g?; Ccivel Cities should use extreme care in establishing a TIF district and should
(Miom. Ct App. 2001), qfd, 64 Tollow all procedural requirements; otherwise a court may find the district
N.W.2d 425 (Minn. 2002).  was not propetly established. In one case, a TIF district was not properly
: -~ established where minimal effort was made to ensure the thorough
inspection of the properties, inaccurate and unprecedented methodology was
-used to establish the condition of the buildings, and the buildings found

structurally substandard were not reasonably distributed throughout the

district.
ghf’-';m*’*?fg% ;‘f\‘;‘; Oécfl\’é'z*] In another case, a cause of action for inverse condemnation does not arise
shion, 655 N.W. . 2 . . :
(Mo, i App. 2003) where a city’s involvement with an adjacent property owner’s development

consists of establishing a TTF district, entering into a contract with a private
developer specifying the size and value of structures to be built, and
providing for substantial city assistance to facilitate development.

Given the complexity of the laws governing the use of TIF, cities or HRAs
should not undertake this method of financing community development
projects without the advice of an attorney and professional consultants.

F. Property tax abatement

Minn. Sut. §§ 469.1812 1o A city may use this development tool to segregate some or all of the taxes

469.1813, . : o . .
(or the increase in taxes) it imposes on a parcel of property if the city
expects the benefits of the proposed abatement agreement to at least equal
the costs of the proposed development. The term “abatement” is somewhat
misleading, as in most cases the tax is not forgiven; it is paid normally, but
the amount of property tax Ievied by the city is used to pay for the bonds.
The city must determine that the agreement is in the public interest because
it will increase or preserve tax base, provide employment opportunities,
provide or help acquire or construct public facilities, help redevelop or
rencw blighted areas, or help provide access to services for residents of the
city. Property taxes in a TIF district cannot be abated unless the period of the
abatement will not occur until after the district is decertified.

A resolution must be adopted after notice and public hearing, specifying the
terms of the abatement. A city may issue bonds or other obligations to
provide an amount equal to the sum of the abatements granted for a specific
property. The maximum principal amount of these bonds may not exceed
the estimated sum of the abatements for the property for the years
authorized. The bonds may be general obligations of the city if the city
council chooses to pledge the full faith and credit of the city in the resolution
issuing the bonds. The law limits property tax abatements to 15 years.
School districts and counties have similar abatement powers. A city, county,
and school district can agree to abate their taxes on the same property.

HANDBOOK FOR MINNESOTA CITIES 15:17
This chapter last revised 12/2010




Minn. Stat. ¢h. 462A, For more
information about MITFA.
programs, contact MHFA at 400
Sibley Street Svite 300, St. Paul,
MN 55101-1998 (651) 296-7608
or (800} 657-3769.

Minn. Stat, § 462A.073 et seq.

MHFA; Minnesota City
Participation Program.

Minn, Stat. ch. 116J,

Minnesota Department of
Emptoyment and Economic
Development.

Minn, Stat, §& 116J.41] to
165424,

The USDA Development.

CHAPTER 15

IV. State-sponsored development
tools ‘

A. Minnesota Housing Finance Agency

The goals of the Minnesota Iousing Finance Agency (MIIFA) are to
provide decent, affordable housing to low- and moderate-income people;
preserve the existing housing stock in Minnesota; preserve existing
neighborhoods and prevent them from deteriorating; and prevent mortgage
foreclosures while promoting energy conservation in residential housing.

The Minnesota Legislature created the MEFA in response to a shortage of
affordable housing for low- and moderate-income people. Private enterprise
and private investment were unable, without public assistance, to provide an
adequate supply of safe, sanitary, and decent housing at affordable prices
and rents.

The sale of state tax-ecxempt bonds is the primary financing for MFHA
programs. Through the Minnesota City Participation Program, Minnesota
Housing sells morigage revenue bonds on behalf of cities to meet locally
identified housing needs. The proceeds of these bonds provide below-market
interest rate home mortgage loans for low- and moderate-income, first-time

- homebuyers, or for the construction or rehabilitation of single- and multi-

family housing. Appropriations from the Legislature provide additional
funding for programs, including the promotion of energy conservation; an
increase in home ownership oppottunitics for first time homebuyers; home
improvement grants to very low-income homeowners; and programs to
improve the housing available to Native Americans, large families, and
people with disabilities.

B. Department of Employment and
Economic Development (DEED)

The Minnesota Department of Employment and Economic Development is
the primary development agency for Minnesota. DEED staff is responsible
for a wide range of grant and loan programs, as well as for providing
technical assistance to businesses and communities.

DEED also provides grants for contamination cleanup and redevelopment;
administers the rural development program; makes challenge grants to
regional organizations to encourage private investment in rural areas; and
administers a revolving loan fund to provide loans to new and expanding
business in rural Minnesota. Local government units, including cities, may
receive these loans if the community has established a local revolving loan
fund and can provide at least an equal match to the loan received.
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Minn. Stat. § 1165431

Greater Minnesota Business
Drevelopment Infrastructure Grant
Program.

Minn, Stat, § 1161.431, subd. 2.

2010 Minn. Laws ch. 189, § 39
amending Minn, Stat. § 1161435,
as amended by 2009 Minn. Laws
ch. 35, §§ 1 and 2, and 2009
Minn, Laws ¢ 78, art. 2, § 12,

Inngvative Business
Development Progran::
Department of Employment and
Economic Development.

2010 Mian, Laws ch. 189, § 39
amending Minn. Stat. § 1161435,
ag amended by 2009 Minn. Laws
ch. 35, §§ 1 and 2, and 2009
M, Laws ch, 78, art. 2, § 12

Minn. Stat, § 272.02, subd. 64,
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Cities outside the seven-county metropolitan area may receive grants from
DEED for up to 50 percent of the capital costs of public infrastructure
necessary for certain specified economic development projects, excluding

- retail and office space. For this program, “public infrastructure” means

publicly owned physical infrastructure necessary to support economic
development projects, including but not limited to sewers, water supply
systems, utility extensions, streets, wastewater treatment systems,
stormwater management systems, and facilities for pretreatment of
wastewater to remove phosphorus,

Under this law, an “economic development project” for which a county or
city may be eligible to receive a grant under this section includes '
manufacturing; technology; warehousing and distribution; research and
development; agricultural processing or industrial park development that
wotlld be used by any one of these businesses,

DEED runs the Innovative Business Development Public Infrastructure
(BDPI) program that provides grants to local governmental units on a
competitive basis statewide for up to 50 percent of the capital cost of the
public infrastructure necessary to expand or retain jobs,

"Innovative business" means a business that is engaged in, or is committed
to engage in, innovation in Minnesota in one of the following:

e Using proprietary technology to add value to a product, process, or
service in a high technology field;

* Researching or developing a proprietary product, process, ot service in a
high technology field;

¢ Researching, developing, or producing a new proprietary technology for
use in the fields of tourism, forestry, mining, transportation, or green
manufacturing,

"Proptietary technology" means the technical innovations that are unique
and legally owned or licensed by a business and includes, without limitation,
those innovations that are patented, patent pending, a subject of trade
secrets, or copyrighted, "Eligible project” means a bioscience an innovative
business development capital improvement project in this state, including;

* Manufacturing; technology; warehousing and distribution; research and
development;

¢ Bioscience innovative business incubator;
o Agricultural bio-processing processing; or industrial, office, or

» Research park developrent that would be used by a bioscience-based an
innovative bisiness,

DEED administers “tax-free” job opportunity building zones (JOBZ). In
ecach of these zones, businesses will be eligible for a broad range of tax
incentives for a period of 12 years. Under the program, local units of
government, including cities, must submit applications to DEED and follow
all statutory requirements related to JOBZ.
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Minn. Stai. ¢h. 1160,

Enterprise Minnesola 612-373-
2900 or 800-325-3073,

Minn, Stat, § 1160.061.

Mina. Stat. § 116J.037,

DEERD (651) 297-1291 or (800)
657-3858.

Minn. Stat. § 465717,
Mimn. Stat. § 471.59.

LMCIT risk information memao,
Liability Coverage jor Joint
Powers Agreements.

More information is available on
the MU web site.

For more information, contact
Rural Development State Office
410 Farm Credit Service Building
375 Jackson Street St, Paul, MN
55101-1853, (651) 602-7800. See
also, Handbook, Chapter 23,
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C. Enterprise Minnesota

Enterprise Minnesota is a nonprofit business consulting organization, set up
by the Legislature that helps small and medium-sized manufacturing
companies, education services, and government entities in Minnesota.
Enterprise Minnesota operates as a fee-for-services 501(c) (3) nonprofit.

Enterprise Minnesota focuses on applied research and technology transfer
and early stage funding. It may provide financial assistance, including loan
guarantees, ditect loans, interest subsidies, or equity investments, to sole
proprietorships, corporations, other entiies, nonprofit organizations, or joint
ventures. Financial assistance includes but is not limited to assisting a
qualified company or organization with business services and products that
will enhance the operations of the entity.

D. E-commerce ready cities

As a tangential aid to encouraging development, the Department of
Employment and Economic Development may designate cities that meet
certain criteria as e-commerce ready.

E. Corporations

Cities must not create nonprofit corporations unless authorized to do so by
special legislation. The law allows incorporation of a joint powers entity, but
these must comply with all applicable public sector laws (open meeting, gift
law, conflicts of interest, competitive bidding, etc.) and must be separately
insured.

V. Federal development tools

A. Community development block grants

The Community Development Block Grant (CDBG) program, under the
U.S. Department of Housing and Urban Development (ITUD), provides
cities with federal funding to initiate and continue a diverse array of housing
and community development projects.

B. Rural development grants

A variety of grants and loans to encourage economic development are
available to cities from the U. S. Department of Agriculture, rural
development program. Sewer, water, rural enterprise, housing, and other
types of grants and loans are available.
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V1. How this chapter applies to
home rule charter cities

All of the tools this chapter lists are available to charter cities, The general
discussions also apply to all cities.
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