IV. GENERAL BUSINESS SUBSIDY CRITERIA

To insure that publicly assisted economic development projects guarantee a public benefit
and to assist the City EDA in satisfying its community and economic development goals
and objectives, the City Council may grant business subsidies to projects in accordance
with the criteria listed below. The City EDA will evaluate each request for a Business
Subsidy on a case-by-case basis.

A. But-for Test. A key indicator for the use of all business subsidies shall be the "but
for" analysis that says the proposed development project would not occur "but for"
the Business Subsidy assistance, i.e., does it pass the "but for" test set forth in this
sub-section? Therefore, the City and Authority will review each Business Subsidy
application based on the following:

1.

Whether development obstacles exist on the site (e.g., deteriorated/obsolete
buildings; poor soil conditions).

Whether the site has been targeted by the City and/or Authority for redevelopment
or development based on specified needs and policy.

Whether the development project will locate or relocate to a different City and/or
state without local public financing.

Whether public infrastructure is necessary in order to serve a large area or
targeted site.

Whether land acquisition assistance is required in order to address a specified
public strategy or need.

Whether public financing fills an identifiable financing "gap" for the project due
to such factors as inadequate lender financing or below-market return on
investments.
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. Redevelopment. The project will remove, prevent, or reduce blight or other adverse
conditions of the property, thereby protecting the City’s property values and the
general public health, safety, and welfare.

. Encourage New / Existing Business. The project will attract or retain competitive
and financially strong commercial and industrial businesses which offer a potential
for significant growth in employment and tax base.

. Highest and Best Land Use. The use of the Business Subsidy will encourage a high
quality of construction and promote the highest and best use of land, consistent with
the City’s Comprehensive Plan, zoning ordinance, and other local regulations.

. Needed Services. The project will provide a needed service in the community,
including Health care, convenience and social services which are not currently
available.

. Economic Feasibility. The recipient can demonstrate that it has experience, sufficient
other financing for the project, and that the project can be completed in a timely
manner.

. Impact on City Services and Infrastructure. The project will not significantly and
adversely increase the demands for service needs in the City.

. Job & Wage Goals. The project will create or retain jobs which pay desirable wages
and benefits in the area. The City may take into account the special needs of small or
growth-phase businesses with potential to create high-paying jobs in the future.

1. Minimum Requirement: Within two years after the date of a business subsidy
development agreement (the “Compliance Date”) and continuing from the
Compliance Date until the Termination Date, the Developer shall cause to exist at
least one (1) new Full-time Equivalent Job on the Development Property (excluding
any jobs previously existing in the State as of the date of completion of construction
of the Minimum Improvements and relocated to the Development Property) and
shall cause the wages for all employees on the Development Property to be no less
than the greatest of: (i) 105% of the minimum
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wage as established by federal law; (ii) 105% of the minimum wage as established
by State law; or (iii) $6.00 per hour, in all cases exclusive of benefits (except JOBZ
requirements specified in IV.H.5.).

. While it is recognized that the creation of well paying jobs is a desirable goal
which benefits the community, the Spring Grove City Council and Authority also
recognize that not all projects that may be assisted with subsidies will derive their
public purposes and importance solely by virtue of job creation.

. Whereas job creation is highly sought after as a traditional measure of a subsidy's
public benefit, it is also recognized that job creation is by no means the only
measurable benefit. In addition, the imposition of high job creation requirements
and high wage levels may be unrealistic and counter-productive in the face of
larger economic forces and the financial and competitive circumstances of an
individual business.

Therefore, where no other criteria apply, job and wage goals under this policy
shall be required of Applicants on the basis of reasonable projections for
comparable businesses, industries, or other organizations, and whether these jobs
constitute "head of household" opportunities. The job and wage goals
subsequently required under this policy shall be fulfilled by the end of the second
full year of operation. "Job retention may only be used as a public purpose in
cases where job loss is specific and demonstrable."(Act, Section II, Subd.1)

Minimum Job & Wage Requirements in order to satisfy the provisions of the Job
Opportunity Building Zone (JOBZ) statute (M.S. 469.310-469.320): (1) Any time
the City of Spring Grove, in conjunction with Houston County, provides a JOBZ
business subsidy to a qualified business or recipient, that business shall create
within the subzone boundary, at least the number of new Full-time Equivalent
(FTE) Jobs (excluding any jobs previously existing in the State as of the effective
date of the JOBZ Business Subsidy Development Agreement) that when multiplied
by the wages, including health insurance benefits, the total wages for said new FTE
jobs shall be at least equal to or greater than the business subsidy received per year
during the term of the JOBZ Agreement.
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(a) The qualified business shall cause the wages, including health insurance benefits,
for said job(s) created to be no less than 110% of the current poverty level for a
family of four in the State of Minnesota, which job(s) shall be created not later than
two years after the effective date of the JOBZ Business Subsidy Development
Agreement, and shall be retained for the period of the JOBZ Agreement or until
December 31, 2015, whichever is shorter.

(b) In the case of a JOBZ business subsidy that is non-quantifiable at the time of
the Business Subsidy Agreement, the qualified business must create and retain for
the period of the JOBZ Agreement or until December 31, 2015, whichever is
shorter, at least the number of FTE jobs as described above for which the total
wages, including health insurance benefits, shall be at least equal to or greater than
the total estimated value of all tax exemptions and credits the business anticipates
receiving per year during the term of the JOBZ Agreement.

(c) In the event of a conflict between the requirements of the Business Subsidy
statute M.S. §§ 116J.993 - 116J.995 and the JOBZ statute M.S. §§ 469.310 -
469.320, the JOBZ statute shall supersede.

L. Tax Base. The project will broaden or diversify and thereby increase the
City’s tax base and generate new property tax revenue.

V. ELIGIBILITY REQUIREMENTS FOR ALL BUSNINESS SUBSIDIES

To be eligible for a Business Subsidy in the City of Spring Grove:

A. Applicants must have the authority to incur debt and carry out the proposed project
purpose within the City of Spring Grove.

B. Applicants must have the legal right to own and operate the project for which a
Business Subsidy is requested.

C. Applicants must be unable to finance the proposed project from their own resources
or through commercial credit or other federal or state programs at reasonable rates
and terms.
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A Business Subsidy must not result in any conflict of interest prohibited by law.
Any delinquent debt to the federal, state or local government, by the Applicant or any

of its principals, shall cause the Applicant to be ineligible to receive a Business
Subsidy in the City of Spring Grove.

VI. General Limitations for all Business Subsidy Projects

VII.

Business subsidies shall be generally limited to projects within Spring Grove, in which:

A.

A.

The overall level of public financing necessary, as a percent of the total project cost,
is no more than fifteen percent (15%) for economic development or twenty five
percent (25%) redevelopment projects.

The City shall require at least as much Applicant/Owner cash or private equity in the
project as the level of public financing. The balance of the project cost may be
funded privately or through a private lender.

Minimum Standards & Costs for All Business Subsidy Projects

A building or zoning permit shall not be obtained and construction shall not begin
until the City Council and the Authority have approved the applicable Business
Subsidy documents, and executed with the Applicant, a corresponding development
agreement / contract for private development, or other appropriate agreements.

The Applicant shall be responsible for costs associated with contract professionals for
reviewing the Business Subsidy application, preparing and approving required
documents, and executing the agreements. The Applicant will deposit with the City
an administrative fee equal to 100%

of the projected costs, which will be applied to costs incurred by the City in
conjunction with the proposed project. In the event such costs exceed the deposit, the
Applicant may be required to pay the additional costs as billed by the City or
Authority. In the event the deposit exceeds the costs, the balance will be refunded to
the Applicant.
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At all times, policies and procedures related to the proposed or actual approval of the
Business Subsidy Project shall comply with applicable laws.

. All applications and supporting documents shall become the property of the City, and

the classification of the data shall be governed by the Data Practices Act.

The City Council and Authority reserve the right to select and retain, at the expense
of the Applicant, a third party to assist in the evaluation of the proposed development
project and corresponding documents and agreements.

The Applicant shall pay all permits and fees normally charged by the City as part of
the approval process unless otherwise waived by the City.

Interest rate shall be determined by the type/source of Business Subsidy.
Maximum Length of Term shall be determined by the type/source of Business

Subsidy and the useful life of the assets being financed, limited to the following
schedule:

1. Acquisition of Land 20 year financing terms

2. Acquisition of Building 20 year financing terms
3. New Construction 20 year financing terms
4. Machinery and Equipment 7 year financing terms

5. Building Renovation 15 year financing terms

6. Working Capital (Inventory) 1-5 year financing terms

VIII. Business Subsidy Application Procedure

A.

Pre-application
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1. Prior to any consideration by the EDA and City Council, the Applicant must
deliver to the EDA:

a. Completed Business Subsidy Application (Exhibit C).

b. Release Authorization(s) (Exhibit D)

c. Minimum fee deposit of $500 for Business Subsidy requests that involve Tax
Increment Financing, Tax Abatement, or other financing that requires a
preliminary consultant review and a Letter of Agreement substantially
in the form attached (Exhibit E); or

d. A Pre-Application fee of $25.00 for Revolving Loan Fund Loans. Additional
fees may be required with the full application for loans that require consultant
review.

2. City EDA Staff and/or a third party will review the Pre-Application and provide a
recommendation to the Authority and City Council whether a full application
should be considered, based on consideration of the proposed project in
accordance with the City's Business Subsidy Criteria.

Full Application

The Applicant must provide all supplementary information and attachments as
required for the Business Subsidy being requested; and:

1. A "but for" letter documenting the need as set forth in Section IV of this Policy
and financial analysis demonstrating need for public financing assistance.

2. Letter of feasibility from a bank, lender, or financial advisor, including the
following (where applicable):

Letter of commitment for bank/private financing
Retail or office market analysis;

Property appraisal for the proposed project;

Pro forma analysis.

3. A statement addressing environmental review requirements and evidence of
compliance with applicable requirements.
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4. Balance of fee deposit as prescribed for the projected costs of the subsidy being
requested according to the guidelines applicable to that subsidy.

5. Building and site plans.

6. Property information, including legal description, tax parcel ID number, size of
parcel(s), current market value and estimated market value upon completion (land
and improvements), and survey map showing exact boundaries of proposed

development.

7. Statement of property ownership or control (e.g., purchase agreements and
contracts).

8. Historic information on the business and a copy of the Applicant’s Business Plan.

9. Business financial statements including past three years of profit/loss statements
and balance sheets. (See VII.D.)

10. Resumes and personal financial statements of all principals with 20% or more
ownership in the business. (See VII.D.)

11. List of other development projects the Applicant has completed. List the value,
debt load, and lender(s) of each project and note if the Applicant has ever
defaulted on any loan commitment, development or redevelopment agreement, or
other subsidy for any of the projects listed.

12. Any other information deemed necessary or desirable by the City Council or the
EDA.

IX. APPLICATION REVIEW AND PROJECT APPROVAL
A. Preliminary Approval

City EDA Staff and/or a third party will review the full application and provide a
recommendation for preliminary approval to the Authority and City
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Council. Other required project approvals may proceed simultaneously with the Business
Subsidy approval process.

The City EDA will make a finding based upon information presented as to whether the
proposed project is consistent with this Policy. If deemed appropriate, the City Council
may direct staff and consultants to prepare the required documents and agreements.

C. Final Approval

Final Approval of a Business Subsidy shall occur with the approval and signing of all
required documents and agreements, including, but not limited to:

1. A Business Subsidy / Development Agreement;

2. A Loan Agreement and Promissory Note;

3. Collateral adequate to safeguard the Business Subsidy, with the understanding that
the City interest in the assets financed may be subordinate to the primary lender.

4. Personal Guarantees may be required in any project at the sole discretion of the EDA
or City Council and may be collateralized with personal assets where appropriate.

5. Certificate of Insurance Coverage listing the City as loss payee

D. Data Privacy. All applications and supporting documents shall become the
property of the City and/or County, and the classification, retention, destruction,
and/or disclosure of the data shall be governed by the Minnesota Data Practices
Act, M.S.13.01 et seq., and other Minnesota Statutes as appropriate.

. Follow-up Reporting Requirements

The Act requires follow-up reporting on the part of the business to the City and from the City
to the State of Minnesota or other funding entity. The City EDA shall provide a description
of the information required and the forms / format for such reporting. Failure to abide by the
City guidelines, laws and approved plans or agreements may result in the calling of the loan
at the City Council's request. Calling of the loan means that the loan shall be considered in
default and the Applicant shall be required to repay the loan in full including any accrued
interest.
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A Business Subsidy provided by Spring Grove shall be non-transferable without the prior
consent of the Spring Grove City Council.

XI. Provision for Amendments

Business Subsidy Criteria Policy may be amended by the Spring Grove City Council after a
public hearing on such amendment(s) and in accordance with the Minnesota Business
Subsidy Law, Minnesota Statutes, Sections 116J.993 through 116J.995, upon
recommendation by the Spring Grove Economic Development Authority. This amendment
process shall include amendments to the Local Fund Source Policies included in this
document.

Don Vesterse
Mayor



