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CITY OF WACONIA
POLICY AND PROCEDURES RELATING TO THE USE OF MUNICIPAL SUBSIDIES

I. PURPOSE

The purpose of this policy is to establish guidelines and criteria regarding the use of
municipal subsidies, such as tax increment financing (TIF), tax abatement, and other business
subsidies for private development projects within the City of Waconia and shall be in addition to
the requirements and limitations set forth provisions of Minnesota law.

These guidelines shall be used in processing and reviewing applications requesting
municipal subsidies assistance. The fundamental purpose of municipal subsidies in the City is to
encourage desirable development or redevelopment that would not otherwise occur “but for” the
assistance provided through municipal subsidies.

Of the utmost importance is protecting the financial interest of the City of Waconia, so it
is the intent of the City to provide a minimum amount of municipal subsidies, as well as other
incentives that the City may deem appropriate, at the shortest term required for the project to
proceed. The City reserves the right to approve or reject projects on a case-by-case basis, taking
into account established policies, specific project criteria, and demand on city services in relation
to the potential benefits to be received from a proposed project. Meeting policy guidelines or
other criteria does not guarantee the award of municipal subsidies. Furthermore, the approval or
denial of one project is not intended to set precedent for approval or denial of another project.

Whenever possible it is the City’s intent to coordinate the use of municipal subsidies with
other applicable taxing jurisdictions.

II. OBJECTIVES OF MUNICIPAL SUBSIDIES

As a matter of policy, the City of Waconia will consider using municipal subsidies to
assist private development projects to achieve one or more of the following objectives:

b

To retain local jobs and/ or increase the number and diversity of jobs that offer
stable employment and/or attractive wages and benefits.

To enhance and diversify the City of Waconia’s economic base.

To encourage additional unsubsidized private development in the area, either
directly or indirectly through “spin off” development.

To achieve development on sites that would not be developed without municipal
subsidies assistance.

To remove blight and/or encourage development of commercial and industrial
areas in the city that result in higher quality development or redevelopment and
private investment.

£ To offset increased costs of development of specific properties when the unique
physical characteristics of the site may otherwise preclude private investment.
To create opportunities for the construction, operation and maintenance of
affordable housing.
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III. GENERAL POLICIES FOR THE USE OF MUNICIPAL SUBSIDIES
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£ Municipal subsidy assistance will be provided from the City, by a “pay-as-you-go”

note method, to the developer if the municipal subsidy is tax increment financing or
tax abatement. All taxes, assessments, and other governmental charges on the subject
property must be current before a subsidy payment will be made to the developer.

A developer requesting municipal subsidy assistance must demonstrate, to the
satisfaction of the City, sufficient cash equity investment in the project.

Municipal subsidy will not be provided in circumstances where land and/ or
property price is demonstrated by the City designated Assessor to be in excess of fair
market value.

A developer must be able to demonstrate to the City, or, if applicable, to the
underwriting authority, a market-demand for a proposed project.

Municipal subsidy will not be used in cases where the subsidy would create an
unfair and significant competitive financial advantage over other similar projects in
the area.

Municipal subsidy will not be used for projects that would place extraordinary
demands on city infrastructure and services.

If requested by the City, the developer shall provide adequate financial guarantees to
ensure completion of the project, including, but not limited to: assessment
agreements, letters of credit, cash escrows, and personal guaranties.

Each developer must be able to demonstrate to the City’s satisfaction, an ability to
construct, operate, and maintain the proposed project based on past experience,
general reputation, and credit history.

If requested by the City, or its consultants, the developer shall provide sufficient
market, financial, environmental, or other data relative to the successful operation of
the project.

Projects receiving municipal subsidy approval from other affected taxing
jurisdictions will be more favorably received by the City.

IV. GUIDELINES FOR MUNICIPAL SUBSIDIES
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Municipal subsidies may be used for on-site retail or service businesses if the project
demonstrates that it will result in a substantial increase in tax base and a significant
improvement in quality employment.

The project must be consistent with the City’s Zoning and Comprehensive Plan.
The project must result in the retention of existing jobs that would be lost “but for
the proposed development or result an increase and diversification in local jobs.
Specific wage and job goals will be determined by the City on a case-by-case basis
giving consideration to the nature of the development, the purpose of the subsidy,
local economic conditions and similar factors.
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Project Type Commercial Industrial
1 FT or FTE for each $25,000 in
Job Creation Goal At least 3 FT or FTE assistance provided.
At least 125% of State or At least 150% of State or
Wage Goal Federal Minimum Wage* | Federal Minimum Wage*
($11.25/hr) ($13.50/hr)

*Whichever is higher
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£ Municipal subsidies will not be used for speculative non-owner occupied projects

that have letters of intent or pre-leasing agreements for less than 80 per cent of the
available leaseable space.

Municipal subsidies will not be used for commercial/industrial projects that have a
history of inconsistent compliance with applicable environmental rules and
regulations.

The developer shall be responsible for all costs incurred by the City.

GUIDELINES FOR HOUSING-RELATED MUNICIPAL SUBSIDIES

Municipal subsidy may be utilized to assist the city in meeting its commitment, to
the Met Council Livable Communities initiatives for new housing units developed to
meet defined long term affordability requirements.

Projects must meet Minnesota Housing Finance Agency (MHFA) tax credit
development requirements.

The management company must be approved by the City for the length of the
district.

A change in project ownership requires prior written approval by City for the length
of the district.

Municipal subsidy may be utilized only to leverage MHFA tax credits or similar
assistance.

Minimum of 30% equity investment in the project by the owner is required

Payment of a non-refundable application fee will be required.

Reserve requirement for long-term capital improvements -$300 per unit/per year.

A developer must have previous favorable experience developing and operating
affordable housing developments.

Maximum term of 10 years to 15 years dependent on rent requirements (e.g. the
lower the rent, the longer the term).

The developer shall be responsible for all costs incurred by the City.

SUBSIDY AGREEMENT AND REPORTING REQUIREMENTS

Individuals or business developers receiving municipal subsidies assistance from the
City shall enter into appropriate agreements that identify the reason for the subsidy, the public
purpose served by the subsidy, and the specific goals to be attained. All agreements and reports,
whether required by the State of Minnesota or the City, shall be timely prepared and filed.

Failure to comply with any of these requirements may result in a revocation of the
requested subsidy as well as fines, repayment requirements, and a determination that the
individual or business is ineligible for loans or grants from public entities for a period of years.

SUBSIDY APPLICATION PROCESS AND PROCEDURE

o

Application for municipal subsidies shall be made on forms provided by the City
Administrator. A non-refundable fee of $ 5,000.00 or 2% of the requested municipal
subsidy, whichever is less, shall accompany the application to cover initial legal,
administrative, and planning costs. Following a review by the City Administrator
the application shall be referred to the City Council for further action. The Developer
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is responsible for all costs incurred by the City and will be invoiced for all
administrative and consultant costs.

£ Among other things, the application for municipal subsidies shall request
information relating to the applicant; a detailed description of the project; a
preliminary site plan; the amount of business subsidy requested; the public purpose
of the project; the number and types of jobs to be created; the wages and benefits to
be paid new employees; verifiable funding sources and uses; and a “but for” analysis
which demonstrates the need for public assistance.

This municipal subsidy policy and guidelines was adopted by the Waconia City Council
on September 19, 2005.

Wage Goals were updated with current minimum wage standards on June 6, 2016
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