City of Sandstone and City of Sandstone Economic Development Authority

Business Subsidy Criteria Policy

Section I. Purpose 

1.01.
  The City Council of the City has adopted this policy and these criteria (collectively, the “Policy”) on behalf of the City and the Economic Development Authority in and for the City of Sandstone (the “Authority”) for the purpose of evaluating and approving  requests for business subsidies.  It is the intent of the City and Authority (collectively, the “City”) in adopting the criteria in this Policy to comply with Minnesota Statutes, Sections 116J.993-116J.995, as amended (the “Act”).  The City Council has adopted this Policy after a duly noticed public hearing, held in accordance with the Act, on behalf of the City and the Authority.  All capitalized but undefined terms in this Policy shall be defined as in the Act for application of the criteria in the Policy.

1.02.
Unless specifically excluded by the Act, Business Subsidy or Subsidy means a state or local government agency grant, contribution of personal property, real property, infrastructure, the principal amount of a loan at rates below those commercially available to the Recipient, any reduction or deferral of any tax or any fee, any guarantee of any payment under any loan, lease, or other obligation, or any preferential use of government facilities given to a business (a “Business Subsidy”, “Business Subsidies”, or the “Subsidy”).    Business subsidies subject to this Policy include but are not limited to the types of subsidies identified in Exhibit A: CITY OF SANDSTONE BUSINESS SUBSIDY CHECKLIST, TYPE OF SUBSIDY. 

1.03.
The City shall have the option to amend or waive sections of these criteria when doing so is determined necessary or appropriate.  Amendments to these criteria are subject to the public hearing requirements of the Act.

1.04.
These criteria are intended to set specific minimum requirements which Recipients must meet to be eligible to receive a Business Subsidy.  The City will not adopt business subsidy criteria on a case-by-case basis.  The City will evaluate applications for a Subsidy according to the criteria set forth in the Policy, and generate a score for the respective application according to the scoring criteria set forth in the attached Exhibits A-E. As a general requirement, minimum scoring is as follows: for housing projects, the minimum score for receiving assistance is 25; for economic development, the minimum score is 50.  These scores are determined by a review of the application for assistance by the City using the criteria specified in the checklists in the attached Exhibits A-E that are adopted as part of this Policy.

II. Goals and Objectives

2.01.
It is the City’s intent to advance the following goals and objectives in granting a Business Subsidy:

a. A Business Subsidy may only be awarded to a Recipient for a public purpose (discussed further in Section III of this Policy).   

b. Recipients must enter into a Business Subsidy Agreement with the City that is consistent with the Act.  In a Business Subsidy Agreement, the Recipient will be required to enter an agreement with the City that is consistent with statutory requirements and contains measurable, specific and tangible goals.  The Recipient of a Business Subsidy must: (i) commit to continue operations in the City for five years after the Benefit Date of the Subsidy; (ii) meet a specific wage floor for the wages to be paid for the jobs created, as further defined in this Policy; and (iii) set and meet specific wage and job goals.  If the public purpose of the Business Subsidy is not the creation or retention of jobs, after a public hearing before the City Council, wage and job goals may be set at zero, but the Business Subsidy Agreement must specify other tangible goals consistent with this Policy.

c. All projects, by not later than the benefit date, must be consistent with the City of Sandstone’s Comprehensive Plan and any other plan or guide for development of the community or a sub-area of the community. 

d. Business Subsidies must be justified by evidence that the project cannot proceed without the benefit of the Subsidy.  Potential grantees shall be required to provide such studies, reports, appraisals, information, or other data as may be requested by the City before consideration of a request for a Business Subsidy, at the sole expense of the potential grantee.  If tax increment financing is used to grant a subsidy, the potential grantee must demonstrate compliance with all statutory requirements of the TIF Act, including the “but for” test.  The potential grantee will be required to provide all documentation necessary to make the requisite findings under the TIF Act and the Act. 

III. Business Subsidy Criteria 

3.01.
The City recognizes that every proposal is unique.  Nothing in these criteria shall be deemed to be an entitlement or shall these criteria establish a contractual right to a Subsidy.  The City reserves the right to modify these criteria from time to time and to evaluate each project as a whole as provided in the Act. 

3.02.
Every Business Subsidy must meet a public purpose, which may include, but may not be limited to, increasing the tax base. However, increasing the tax base cannot constitute the sole basis for approval of a Subsidy. A Business Subsidy will not be provided to Recipients who have the financial feasibility to proceed without the benefit of the Business Subsidy.  In effect, Business Subsidies will not be provided solely to increase a Recipient’s profit margin on a project.  The public purpose scoring criteria are provided in Exhibit B to this Policy, CITY OF SANDSTONE BUSINESS SUBSIDY CHECKLIST, PUBLIC PURPOSE.

3.03.
The following criteria shall be used to evaluate a request for a Business Subsidy, although meeting these criteria does not create a contractual right to a Business Subsidy, and the City may later modify these criteria, as permitted by the Act.

a. Increase in Tax Base.  While the Act provides that an increase in the tax base cannot be the sole grounds for granting a Business Subsidy, the City gives a strong preference to proposed Business Subsidies that increase the tax base.

b.
Jobs and Wages.  Except as provided in paragraph (c), every Recipient must create or retain the maximum number of jobs feasible for the proposed project, and these jobs must pay at least 150 percent of the existing federal minimum wage.  The jobs to be created by a Recipient may include jobs to be retained, but only if job loss is specific and demonstrable.  The job and wage goals may also specify wage goals, consistent with the minimum wage floor described above, for any jobs to be enhanced through increased wages.  Job Creation scoring criteria are provided in Exhibit C to this policy, CITY OF SANDSTONE BUSINESS SUBSIDY CHECKLIST, JOBS GOALS. Wage Goals scoring criteria are provided in Exhibit D to this Policy, CITY OF SANDSTONE BUSINESS SUBSIDY CHECKLIST, WAGE GOALS.

c.
Zoning.  Any project benefitted by a Business Subsidy must be consistent with the City’s Comprehensive Plan and Zoning Ordinance.  

d.
Other Goals.  If, after a public hearing, it is determined by the City Council of the City that creation or retention of jobs is not a goal, the wages and jobs required of a Recipient may be set to zero.  If creation of jobs is not a goal, the Recipient must achieve at least one of the following measurable, specific and tangible goals:


(i)
The Business Subsidy must result in improvements to public infrastructure or public facilities, including without limitation roads, parks, recreational facilities, and other City facilities; or


(ii)
The Business Subsidy must remove physical impediments to development of land, including without limitation poor soils, bedrock conditions, steep slopes, or similar geotechnical problems.

e.
Economic Development or Redevelopment.  Business Subsidies should promote one or more of the following goals within the City:


(i)
Creation of higher paying jobs (in excess of $10 per hour), jobs with increased benefits (benefits as defined by the IRS, pro-rated on a hourly basis), or jobs with available opportunities for career advancement and training;


(ii)
Provision of significant economic impact through the attraction of other businesses, diversity in jobs creation not currently represented in the City, and investment by the Recipient;


(iii)
Encouragement of economic and commercial diversity, including through the range of goods and services available;



(iv)
Contribution to commercial development within a specific area in 
the City;



(v)
Provision of basic goods and services to residents within the City;



(vi)
Encouragement of fast-growing business;



(vii)
Promotion of redevelopment objectives and removal of blight;



(viii)
Remediation of pollution;



(ix)
Promotion of the retention or appropriate reuse of historically or 
architecturally significant buildings; or



(x)
Use of existing or planned infrastructure improvements, stabilizing 
the community.  

Economic development scoring criteria are provided in Exhibit E to this Policy, CITY OF SANDSTONE BUSINESS SUBSIDY CHECKLIST, ECONOMIC DEVELOPMENT  OR REDEVELOPMENT.  The City may deviate from these criteria in granting Business Subsidies if the reasons for the deviation are documented in writing and reported to the Department of Employment and Economic Development, pursuant to the Act.

IV. Compliance and Reporting Requirements

4.01.
The following requirements apply to the approval of a Subsidy: 

a. A public hearing is required for every Business Subsidy granted by the City that exceeds $150,000.  A public hearing is not required if a hearing on the Business Subsidy is otherwise required by law.

b. Every Recipient must enter into a Business Subsidy Agreement fulfilling the requirements of the Act.

c. Every Business Subsidy Agreement must be approved by the City Council and the Board of the Authority.

d. The Recipient, and the City and the Authority must comply with the reporting and monitoring requirements of the Act.

e. If a Recipient fails to meet the goals as set forth in the Business Subsidy Agreement within two years of the Benefit Date, the Business Subsidy assistance, plus interest must be paid back to the City, provided that repayment may be prorated to reflect partial fulfillment of the goals.  Interest to be repaid must be set at no less than the implicit price deflator for government consumption expenditures and gross investment for state and local governments prepared by the Bureau of Economic Analysis of the United States Department of Commerce for the twelve-month period ending March 31 of the previous year.

f. A Recipient that fails to meet the terms of a Business Subsidy Agreement may not receive a Business Subsidy from any grantor for a period of five years from the date of failure or until the Recipient satisfies its repayment obligation under the Business Subsidy Agreement, whichever occurs first.  

g. The City may, after a public hearing, extend the time for compliance with Business Subsidy job and wage goals by up to one year.  The City may extend the period of time for meeting other goals specified in the Business Subsidy Agreement by documenting in writing the reason for the extension and attaching a copy of the document to its next annual report to the Department of Employment and Economic Development.  

V.
Process for Awarding Business Subsidies

5.01.
The Business Subsidy applicant will enter into negotiations with the City and ultimately must enter into a proposed Business Subsidy Agreement to be drafted by the City Attorney, if the application is approved by the City.  The City may in its discretion charge a fee for consideration of the application and preparation of the Business Subsidy Agreement to cover legal and consultant costs, which fee may be based on the type of Subsidy provided.  The Business Subsidy applicant must agree to pay the fee, if any, and provide any other information as requested by the City, in advance of consideration of the subsidy application.  

5.02.
Prior to approval of a Business Subsidy, the applicant shall provide any required market and financial feasibility studies, appraisals, soil boring analysis, information provided to private lenders, credit reviews, and other information or data that the City or its consultants may require in order to proceed with the Business Subsidy application process.  The City may undertake such a review on its own accord or through consultants, to be paid from the fee paid by the Business Subsidy applicant.  A Business Subsidy applicant should be able to demonstrate past successful general development capability as well as specific capability in the type and size of development proposed.  

5.03.
Before the City signs a Business Subsidy Agreement with a proposed Recipient, the City must determine if the proposed Recipient is eligible to receive a Business Subsidy by reviewing the applicant’s eligibility with the Department of Employment and Economic Development (“DEED”). The eligibility can be determined by a review of the compilation and summary report compiled by DEED.

5.04.
After review of the Business Subsidy application, the City Council of the City shall hold a public hearing pursuant to the Act and consider final approval of the granting of the Business Subsidy.  All application and supporting materials shall become the property of the City.  


Adopted by the City Council of the City of Sandstone, Minnesota, this ____ day of  _____________, 2009.


REVISED:

EXHIBIT A

CITY OF SANDSTONE BUSINESS SUBSIDY CHECK LIST

TYPE OF SUBSIDY 

	Type of Subsidy
	Source of Funding
	Points Awarded

	Abatement of already constructed facilities.
	City Taxes
	1

	Abatement of newly constructed facilities.
	City Taxes
	2



	Tax Increment Financing Economic Development Districts
	City Taxes
	3



	Tax Increment Financing Housing Development Districts
	City Taxes
	4

	Tax Increment Financing Redevelopment Districts
	City Taxes
	5



	Abandonment of City Right-of-way
	City Taxes
	6

	Below Market Sales of City Owned Property -- market price to be determined either by third party appraisal or by Estimated Market Value
	City Land Purchase
	6.5

	Private Installation of City Utilities that are then dedicated to the City
	City Taxes and Borrowing Capacity
	6.5

	Installation of City Utilities either through direct public subsidy or through the provision of Special Assessment borrowing by the City on behalf of the improvement
	City Taxes and Borrowing Capacity
	6.5

	Tax Increment Financing Contaminated Land District
	City Taxes
	6

	Waiver of City Fees greater than $10,000
	City Fees
	7

	Waiver of City Fees Greater than $5,000 but less than $10,000
	City Fees
	8

	Waiver of City Fees Less than $5,000
	City Fees
	9

	City RLF Loan $25,000 -- $50,000
	City RLF
	9

	City RLF Less than $25,000
	City RLF
	10


EXHIBIT B

CITY OF SANDSTONE BUSINESS SUBSIDY CHECKLIST

PUBLIC PURPOSE

	Public Purpose
	Policy Document
	Points Awarded

	Retention of already existing market rate housing units -- home owner occupied
	Comprehensive Plan
	1

	Creation of new market rate housing -- home owner occupied
	Comprehensive Plan
	2

	Creation of low income housing -- home owner occupied
	Comprehensive Plan
	3

	Retention of existing low income housing -- rental
	Comprehensive Plan
	4

	Creation of new low income housing -- rental
	Comprehensive Plan
	5

	Retention of existing main street business location
	Comprehensive Plan
	6



	Project involves annexation of new property to city
	Comprehensive  Plan
	7

	Creation of new main street business location
	Comprehensive  Plan
	7

	Creation of new industrial business location
	Comprehensive  Plan
	8

	Redevelopment of blighted property
	Comprehensive  Plan
	9

	Redevelopment of contaminated property
	Comprehensive  Plan
	10

	Creation or substantial enhancement of existing public property including parks, natural areas, and public facilities such as picnic shelters, boat landings, fountains, and public rest rooms.
	Comprehensive Plan
	11


EXHIBIT C

CITY OF SANDSTONE BUSINESS SUBSIDY CHECKLIST

JOBS GOALS

	Job and Wage Goal
	Policy Document
	Points Awarded

	Retention of one part-time job
	Sandstone Business Subsidy Act Policy (SBSAP)
	1

	Retention of one full-time job
	SBSAP
	2

	Retention of more than 1 but less than 5 part-time jobs
	SBSAP
	3

	Retention of more than 5 part-time jobs
	SBSAP
	4

	Creation of one part-time job
	SBSAP
	5

	Creation of more 5 part-time jobs
	SBSAP
	6

	Creation of one full-time job
	SBSAP
	7

	Creation of more than one but less than 5 full-time jobs
	SBSAP
	8

	Creation of more than 5 full-time jobs
	SBSAP
	9

	Creation of more than 10 full-time jobs
	SBSAP
	10

	Creation of more than 15 full-time jobs
	SBSAP
	11


EXHIBIT D

CITY OF SANDSTONE BUSINESS SUBSIDY CHECKLIST

WAGE GOALS

	Wage Goal 
	Policy
	Points (Per Job)

	Creation of a part time job paying less than $8 / hour in new businesses that are currently represented in the City of Sandstone
	SBSAP
	-3

	Part time job paying less than $8 / hour in businesses not currently represented in the City of Sandstone
	SBSAP
	-2

	Full time job paying less than $8 / hour in new businesses that are already represented in the City of Sandstone
	SBSAP
	-1

	Full time job paying less than $8 / hour in businesses not currently represented in the City of Sandstone
	SBSAP
	0

	Part time job paying less than $10/ hour (all benefits included on an annualized basis)
	SBSAP
	1

	Part time job paying more than $10 / per hour
	SBSAP
	2

	Full time job paying less than $10 / hour
	SBSAP
	3

	Full time job paying more than $10 / hour
	SBSAP
	4

	Full time job paying less than $10 / hour in manufacturing or technology
	SBSAP 
	5

	Full time job paying more than $10 / hour in manufacturing or technology
	SBSAP
	6

	Full time job paying less than $10 / hour in technology or technology
	SBSAP
	7

	Full time job paying more than $10 / hour in technology
	SBSAP
	8


EXHIBIT E

CITY OF SANDSTONE BUSINESS SUBSIDY CHECKLIST

ECONOMIC DEVELOPMENT OR REDEVELOPMENT

(SCORE IN ONE CATEGORY ONLY)

	Project will
	Policy
	Points

	Stabilize the Community
	116J.994
	1

	Job Retention
	
	2

	Enhance Economic Diversity -- creation of jobs in businesses that are not currently represented in the City of Sandstone
	
	3

	Create High Quality Job Growth -- defined as jobs paying in excess of $10 / hour (includes benefits, as defined by the IRS, pro rated on an hourly basis)
	
	4

	Increase Tax Base 
	
	5
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