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I. General Purpose

The purpose of this policy is to establish the City of Big Lake’s (“the City”) position as it
relates to the use of Property Tax Abatements (“Abatements”) for private development.
This type of abatement is allowed pursuant to Minnesota Statutes, Sections 469.1812
through 469.1815, as amended (the “Abatement Law”). It is the City’s intent to
coordinate the use of Tax Abatement with other local jurisdictions to the extent that it is
possible to do so.

Tax Abatement shall be defined as the City’s share of the property taxes derived from
the increase in market value over the current year market value of property within the
project area resulting from development. For purposes of this definition, current year is
the year in which an application for request for assistance is received.

The City of Big Lake recognizes the importance of this development tool which may be
used by the City to satisfy its economic development goals and objectives. These
general goals include the following:

A. Broaden and diversify the tax base;

B. Create and or retain an employment base;

C. Strengthen and enhance the commercial-industrial areas of the community;
D. Promote a high quality of construction or site design.

This policy shall be used as a guide in the processing and review of applications
requesting tax abatement assistance. The fundamental purpose of Tax Abatement in
the City of Big Lake is to encourage desirable development or redevelopment that
would not otherwise occur but for the assistance provided through Tax Abatement.

[I. Types of Projects and Uses Eligible for Assistance

In order to meet the stated goals and objectives of the City, Abatements will be used to
assist private developments in those instances where the proposed project
demonstrates one or more of the following objectives or conditions:



Public Financing is needed to...

1.

10.

11.

12.

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

Enhance and diversify the City’s economic base.

Encourage additional unsubsidized private development in the area, either directly
or indirectly through “spin-off’ development.

Offset increased costs of redevelopment (i.e. contaminated site clean-up) over and
above costs normally incurred in development.

Contribute to the implementation of other public policies as adopted by the City
from time-to-time, such as the promotion of quality urban or architectural design
energy conservation and decreasing capital and/or operating costs of local
government.

Promote a high quality of construction and/or site design.

Aid in the development or implementation of an environmentally sound practice,
production or product.

Improve the condition of existing commercial or industrial buildings, including but
not limited to, accessibility requirements, exterior facade improvements and energy
upgrades.

Complete specific enhancements, including but not limited to signage, landscaping
and lighting (within private property or adjacent to public property).

Fill a defined financing gap that is associated with a pedestrian public improvement
project in commercial areas, including but not limited to, access control, pedestrian
systems and parking improvements.

Facilitate the development process and achieve development of sites that would
not be developed without Tax Abatement assistance (general “but for” test).

Finance or provide public infrastructure pursuant to the Abatement Law.

Eligible Expenditures

Abatements may be used to pay for expenditures related to eligible project costs.
Eligible expenditures may include land acquisition and conveyance, building
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improvements, site improvements and public streets/utilities. Ineligible expenditures are
non-fixed assets including equipment and working capital.

IV. Financing Structure

The City will structure Abatements as a direct annual or semi-annual payment
(corresponding to the City’s portion of the property taxes only) to the property owner
based on the terms and conditions stated in an agreement between the City and the
property owner. The property owner is subject to changes in the taxes that may result
in payments lower than the original estimated amount.

V. Specific Policies for the Use of Tax Abatement

1. Tax Abatement will be provided to the developer upon receipt of taxes as a pay-as-
you-go method. All taxes on the subject parcel need to be paid to date before a
rebate payment will be made. Requests for up-front financing (bonds) will be
considered on a case-by-case basis.

2. Developer shall be able to demonstrate a need for a proposed project.

3. Tax Abatement shall not be used for projects or businesses that would place
extraordinary demands on city services considering the benefit to the City.

4. The developer must enter into an abatement agreement to ensure compliance with
the City policies and requirements.

5. The developer shall demonstrate his or her ability (via past experience, credit
history and corporate or personal financial statements) to complete the project in
an adequate and timely manner, and also at the option of the City, shall provide
financial guarantees to ensure completion of the project that include but are not
limited to: assessment agreements, letters of credit and personal guarantees.

6. The developer/business shall provide information necessary for the City to make a
determination on the project.

7. The City will view projects having a county/school district tax abatement
commitment more favorably.

8. The project supports and furthers the City’s Comprehensive Plan and/or other
public policies, as adopted by the City.

9. Tax Abatement may be used to phase in a property tax increase on a parcel that
will increase in estimated market value of 50 percent or greater when the increase
is not attributable to an abatement project.
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10.

11.

12.

13.

14.
15.

16.

17.

18.

19.

VI.

The business subsidy funding for any project shall be the lowest amount feasible
for the shortest period of time. Business/developers shall exhaust all possible
forms of non-business subsidy funding, i.e. private debt and equity financing prior
to using business subsidy finding.

Any receipt of Tax Abatement assistance will be required to provide an equity
investment in the project.

Tax Abatement will not be used in circumstances where land and or property price
is in excess of fair market value.

Tax Abatement will not be utilized in cases where it would create an unfair
competitive financial advantage over other projects or businesses in the area.

No abatement of taxes will be granted on property in a TIF District.
The project shall comply with all provisions set forth in the state Abatement Law.

Abatement can only be granted, if it benefits the City to a level equal to or greater
than the abatement cost to the City.

In any year, the total amount of property taxes abated by the City may not exceed
ten percent (10%) of the net tax capacity of the City or $200,000, whichever is
greater. This is consistent with the Abatement Law.

No tax abatement period shall exceed 15 years from the date of approval by the
City Council unless the county or school district has declined to participate in the
abatement. In this event, the City may approve an abatement period that is up to
20 years in length.

The City Council may change and modify the application of these specific policies
as it deems necessary and appropriate.

Decision Guidelines or Project Requirements

The following guidelines will be used by the City in order to determine whether a
financing proposal is warranted which will become the basis for findings in the resolution
of Abatement approval.

A.

The proposed project does not fit well within the City’s and the Economic
Development Authority’'s Tax Abatement Policy or is subject to other state statute
restrictions.

The proposed project addresses an identified need within the community, including
but not limited to, improved maintenance or expansion of public utilities, reuse of
underutilized property, or development of property with site constraints, installation

Big Lake Tax Abatement Policy

Last Amended — 2/28/2018
Page 4 of 5



VII.

of design enhancements, compliance with safety or accessibility codes, and
financing within a targeted improvement area.

The proposed project cannot be completed without public financing due to
identified costs that are greater than normal or due to an identifiable financing gap.

The proposed project can be assisted with a private-to-public leverage, which
results in minimal impact to the statutory limit for the City’s use of Abatements. In
addition, the amount of Abatement should not exceed the level of private equity
from the project owner(s).

The project is consistent with the City’s Comprehensive Plan, Land Use Plan and
Zoning Ordinances.

The project meets one or more of the following public purposes:

e Creation of new jobs

e Increase in the tax base

¢ Enhancement or diversification of the City’'s economic base

e Development or redevelopment that will spur additional private sector
investment in the area

e Fulfilment of defined City objectives such as those identified in the City’s
Comprehensive Plan

e Removal of slum and blight or the redevelopment of a high profile site.

Procedure for Application:

A completed application with the application fee in accordance with the current City
of Big Lake Fee Schedule shall be submitted to the City. The application will be
reviewed by the City staff and the Economic Development Authority.

After review and recommendation for approval by the Economic Development
Authority (the review body for the City), the City Council shall publish a notice and
hold a public hearing on the proposed Abatement.

The City Council holds a public hearing concerning the Abatement. It must
approve the Abatement by resolution.

If the City approves the Abatement by resolution, its staff and/or consultants will
draft a development contract.
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