
WADENA COUNTY, MINNESOTA 
PUBLIC HEARING MINUTES 
MONDAY AUGUST 17, 2020 

6:00 p.m. 
 

Verndale Fire Hall 
102 Butler St SE 
 
MEMBERS PRESENT:  James Ackerson, Ardith Car, Tara Erckenbrack, Raye Ludovissie 
 
MEMBERS ABSENT:  Jim Runyan 
 
STAFF PRESENT: Melissa Current, City Clerk/Treasurer 
 
VISITORS PRESENT:  Jason Murray, David Drown Associates; Brian Hagen, Applicant; 
Dave Gronlund, Mary Gronlund  
 
The purpose of this public hearing is to discuss the Tax Increment Financing Plan for TIF 
District No. 1-4. 
 
Mayor Ludovissie opened the public hearing at 6:00 pm. 
 
Murray gave an overview of the plans for TIF District 1-4 (see attached).  Murray asked if there 
were any questions.  Ludovissie asked if $4,912 would be the tax credit that Hagen would 
receive.  Murray stated that Hagen will be putting in $200,000 to $225,000 of new market value.  
Murray stated that the capture amount would be based on that potential $250,000.  Murray stated 
that the $250,000 equivalates to $7,200 in taxes.  Murray went through the Development 
Agreement Terms (see attached).  Murray asked for any Questions.  Carr asked if this was 
something that should get run through the EDA; the last one went through them.  Ludovissie 
asked how other cities handle this.  Murray stated that the TIF District is being created by 
Council, if the EDA wants to review the terms and make a formal recommendation, that’s how 
he’s seen a lot of EDA’s work with cities.  Ludovissie asked if it would be okay to wait on 
voting on everything until the September 14 Regular Council Meeting.  Hagen and Murray both 
agreed.  Ludovissie asked Current to set up an EDA meeting to get their recommendation.  
Ludovissie asked the visitors if they had any questions.  The visitors had no questions. 
 
The Public Hearing was closed by Mayor Ludovissie at 6:20 pm. 
 
 
 
Submitted by:        Attest: 
 
 
 
_________________________________               ___________________________________ 
Melissa Current, City Clerk/Treasurer               Raye Ludovissie, Mayor 



 
RESOLUTION APPROVING THE MODIFICATION OF MUNICIPAL DEVELOPMENT DISTRICT NO. 1, 
MODIFICATON OF THE DEVELOPMENT PROGRAM RELATING THERETO;  
THE ESTABLISHMENT OF TAX INCREMENT FINANCING DISTRICT NO. 1-4 WITHIN MUNCIPAL 
DEVELOPMENT DISTRICT NO 1 
 AND ADOPTION OF THE TAX INCREMENT FINANCING PLAN RELATING THERETO 
 
WHEREAS:   
 
A.   It has been proposed that the City of Verndale, Minnesota (the "City"), modify Municipal 
Development District No. 1 and a Development Program relating thereto and create Tax Increment 
Financing District No. 1-4 within Municipal Development District No. 1 and adopt a tax increment 
financing plan with respect thereto, under the provisions of Minnesota Statutes, Sections 469.124 to 
469.134 and 469.174 to 469.1794 (collectively, the "Act"); and 
 
 B. The City of Verndale has investigated the facts and has caused to be prepared a 
modification of the development program for Development District No. 1 and a tax increment financing 
plan for Tax Increment Financing District No. 1-4; and 
 
C. The City has performed all actions required by law to be performed prior to the modification of 
Development District No. 1, modification of the Development Program relating thereto, creation of Tax 
Increment Financing District No. 1-4 within Municipal Development District No. 1 and the adoption of 
the tax increment financing plan relating thereto, including, but not limited to, notification of Wadena 
County and the Verndale Public School District (ISD # 818) having taxing jurisdiction over the property to 
be included in Tax Increment Financing District No. 1-4, and the holding of a public hearing upon 
published and required notice as required by law. 
 
NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Verndale as follows: 
 
Municipal Development District No. 1 and Tax Increment Financing District No. 1-4 within Municipal 
Development District No. 1. The City hereby approves the modification of Municipal Development 
District No. 1 and of the Development Plan relating thereto, and the establishment of Tax Increment 
Financing District No. 1-4 within Municipal Development District No. 1, the boundaries of which are 
fixed and determined as described in the Tax Increment Financing Plan. 
Tax Increment Financing Plan.  The Tax Increment Financing Plan is adopted as the tax increment 
financing plan for Tax Increment Financing District No. 1-4, and the City Council makes the following 
findings; 
Tax Increment Financing District No. 1-4 is an economic development district as defined in Minnesota 
Statutes, Section 469.174, Subd. 12. 
 
The reasons and facts supporting this finding are stated in section 12 of the TIF Plan document. 
The proposed development in the opinion of the City Council, would not occur solely through private 
investment within the reasonably foreseeable future and that the increased market value of the site 
that could reasonably be expected to occur without the use of tax increment financing would be less 



than the increase in the market value estimated to result from the proposed development after 
subtracting the present value of the projected tax increments for the maximum duration of Tax 
Increment Financing District No. 1-4 permitted by the Tax Increment Financing Plan. 
 
The above finding is based on a letter submitted by the Developer stating that without the use of tax 
increment financing the Project could not proceed. 
 
A comparative analysis of estimated market values both with and without establishment of the TIF 
District and the use of tax increments has been performed.  Such analysis is included as Exhibit 5 of the 
TIF Plan and, indicates that: 
 
the increase in estimated market value of the proposed development is $716,900; 
the present value of expected tax increments collected over the maximum duration of the TIF District is 
$186,519; and 
the expected increased estimated market value of the site without the use of tax increment is $25,479; 
and 
even if some development other than the proposed development were to occur, the City finds that no 
alternative would occur that would produce a market value increase greater than $530,381 (the amount 
in number 1 less the amount in number 2) without tax increment assistance. 
  
The Tax Increment Financing Plan for Tax Increment Financing District No. 1-4 conforms to the general 
plan for development or redevelopment of the City of Verndale as a whole. 
 
The reasons and facts supporting this finding are that the current zoning of the property provides for 
commercial development as a permitted use, and rezoning will not be required. 
The Tax Increment Financing Plan will afford maximum opportunity, consistent with the sound needs of 
the City of Verndale as a whole, for the development or redevelopment of Tax Increment Financing 
District No. 1-4 by private enterprise. 
 
The reasons and facts supporting this finding are that the development activities are necessary so that 
development and redevelopment by private enterprise can occur within the Development District 
Public Purpose.  The adoption of the modified Development District and Tax Increment Financing Plan 
conforms in all respects to the requirements of the Act and will help fulfill a need to develop an area of 
the City which is already built up to provide employment opportunities to improve the tax base, and to 
improve the general economy of the State and thereby serves a public purpose. 
Authorization of Interfund Loan.  The City hereby authorizes internal funding in a principal amount equal 
to all Project costs listed in the TIF Budget.  Funds will be provided from the General Fund, repaid over 
the term of the TIF District, and include interest at a fixed rate of 4.0%.  (This interest rate is the greater 
of the rates specified under Minnesota Statutes 270C.40 and 549.09.) 
Certification. The Auditor of Wadena County is requested to certify the original net tax capacity of Tax 
Increment Financing District No. 1-4 as described in the Tax Increment Financing Plan, and to certify in 
each year thereafter the amount by which the original net tax capacity has increased or decreased in 
accordance with the Act; and the City Clerk is authorized and directed to forthwith transmit this request 
to the County Auditor in such form and content as the Auditor may specify, together with a list of all 



properties within Tax Increment District No. 1-4 for which building permits have been issued during the 
18 months immediately preceding the adoption of this Resolution. 
Filing.  The City Clerk is further authorized and directed to file a copy of the amended Development 
Program and the Tax Increment Financing Plan with the Commissioner of Revenue and Office of the 
State Auditor. 
EXTRACT OF MINUTES OF A MEETING OF THE 
CITY COUNCIL OF THE CITY 
OF VERNDALE, MINNESOTA 
 
 
HELD: September 14, 2020 
 
 
Pursuant to due call and notice thereof, a regular meeting of the City Council of the City of Verndale, 
Wadena County, Minnesota, was duly called and held on the 14th day of September 2020, at 6:00 p.m. 
 
The following members of the Council were present: Ackerson, Carr, Erckenbrack, Ludovissie and 
Runyan  
 
 
and the following were absent; None 
 
 
Member _____Carr____________introduced the following resolution and moved its adoption: 
 
The motion for the adoption of the foregoing resolution was duly seconded by member 
_____Runyan______________ and upon vote being taken thereon, the following voted in favor thereof: 
Ackerson, Carr, Erckenbrack, Ludovissie and Runyan 
 
 
and the following voted against the same: None 
 
 
Whereupon said resolution was declared duly passed and adopted.  
 
 
 
 
 
 
 
STATE OF MINNESOTA 
COUNTY OF WADENA 
CITY OF VERNDALE 



 
I, the undersigned, being the duly qualified and acting Clerk of the City of Verndale, Minnesota, DO 
HEREBY CERTIFY that, I have compared the attached and foregoing extract of minutes with the original 
thereof on file in my office, and that the same is a full, true and complete transcript of the minutes of a 
meeting of the City Council of said City, duly called and held on the date therein indicated, insofar as 
such minutes relate to the modification of Municipal Development District No. 1 and the establishment 
of Tax Increment Financing District No. 1-4 within Municipal Development District No. 1 in the City. 
 
WITNESS my hand this 14th day of September 2020. 
 
 
_________________________________________City Clerk 
                                                                                                                                                                                                                                                                                                                  
    

                                                                                                                      



 
Parkers Prairie Office: 

13979 County Highway 42 
Parkers Prairie, MN 56361 

 (612)920-3320 ext. 110 | fax (612) 605-2375 

www.daviddrown.com 

DDA 
David Drown Associates, Inc. 
Public Finance Advisors 

 

August 12, 2020         
 
Mr. Raye Ludovissie, Mayor 
Ms. Melissa Current, City Clerk/Treasurer 
City of Verndale 
101 South Brown Street  
P.O. Box 156 
Verndale, MN 56481 
 
Mr. Brian Hagen 
Farmgard Products Corporation 
42298 Grace Etta Road 
Henning, MN 56551 
 
RE: Development Agreement Terms – Farmgard Products Corporation 
 
Honorable Mayor Ludovissie, Member of City Council, Ms. Current, and Mr. Hagen: 
 
The purpose of this letter is to outline proposed terms of a development agreement between the City of 
Verndale and Farmgard Products Corporation on the construction and remodel of the restaurant 
property to include a new fuel station and convenience store, along with other proposed retail 
operations. 
 
Project Overview:  Mr. Hagen plans to purchase and renovate the existing restaurant facility to 
accommodate two businesses, maintaining the restaurant operations, but renovating the existing 
banquet area into full service convenience store, along with the construction of new fuel service area 
and canopy to the west of the existing facility.  The total project is estimated at $1.1 million.   Mr. Hagen 
has requested assistance through Tax Increment Financing totaling $70,000.   
 
The following summarizes the terms for the development agreement between all parties: 
 
Developer Commitments 
The entity will agree to: 
 

1. Acquire parcel number R210194026. 

2. Complete construction on the new fuel station and renovation of the existing facility for the 
purposes of a convenience store.  Completion of the new facility is scheduled for May 1, 2021.  

3. Submit copies of paid invoices or similar evidence acceptable to the City showing that the 
business has incurred eligible expenses totaling at least $70,000.  If documented expenses are 
less that this amount, TIF assistance will be reduced accordingly.  Eligible costs include, land 
acquisition, footings and foundations, site preparation, grading and earthwork, engineering, 
surveying, onsite utilities, storm water ponding, onsite road, curb, gutter, driveway, sidewalk 
and streetscape improvements, landscaping, parking, and SAC/WAC connections 

4. Total financial assistance to this Developer is not expected to exceed $150,000.  Therefore, no 
business subsidy public hearing is required for this project.  However, the Developer will be 
expected to file an annual job and wage summary with the City of Verndale.  



5. Refrain from selling the development property and/or assigning its rights under this agreement 
to another party without the prior written approval of the City.  Sale or assignment without the 
City’s approval will be considered a default.   

6. Create 5 full time jobs within 24 months of operating the new facility.  The City’s business 
subsidy policy requires the Developer to pay wages equal to at least 110% of the federal poverty 
rate for a family of four.  This wage floor may include benefits not mandated by law (policy 
adopted April 3, 2006).   

7. If the company fails to create and maintain all jobs on the new site, or the business should cease 
operations in the City, and fails to correct such conditions after proper notice has been given by 
the City, the City will declare the contract in default and move to rescind the agreement. 

8. The Developer agrees to keep current on all payments of property taxes. 

9. The Developer agrees to indemnify the City for the project.  

 
City Commitments 
The City agrees to: 
 

1. The City finds the following public purposes for this subsidy (as required by the City’s Business 
Subsidy Policy): 

a. Create new jobs in the community 

b. Creation of new tax base and enhance economic growth of the community. 

c. Attraction of new business to the community. 

2. Establish an Economic Development TIF District, TIF District 1-4. 

3. The City will provide tax increment financing assistance to the project on a “pay-as-you-go” 
basis.  This pay-as-you-go assistance requires the developer to pay all up-front project costs, 
with the City reimbursing a portion of the increment for those eligible project costs.  Eligible 
costs include, land acquisition, footings and foundations, site preparation, grading and 
earthwork, engineering, surveying, onsite utilities, storm water ponding, onsite road, curb, 
gutter, driveway, sidewalk and streetscape improvements, landscaping, parking, and SAC/WAC 
connections. 

4. The City will reimburse the developer 90% of the tax increments generated by the project, up to 
$70,000, over the nine (9) year district life. 

5. Payments will be paid semi-annually on August and February 1st of each year, commencing 
August 1, 2022, and continuing through December 31, 2030, or until payments total $70,000, 
whichever comes first.   

6. The note shall bear no interest. 

  



If the parties agree to the terms as outlined above, we will coordinate with Fryberger Law Firm on the 
drafting a development agreement for the project.  Should there be any questions or changes, please 
feel free to contact me at 612-920-3320 ext. 110. 
 
Respectfully, 
 

 
Jason Murray, Associate 
David Drown Associates, Inc. 
jason@daviddrown.com 
  



Acceptance of Terms:  The terms outlined in the DDA letter dated August 12, 2020, are hereby 
accepted for this project. 
 
 
Farmgard Products Corporation 
 
 
 
            
Brian Hagen       Title  
 
 
Date:     
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TERMS LETTER 

  



 
Acceptance of Terms:  The terms outlined in the DDA letter dated August 12, 2020, are hereby 
accepted for this project. 
 
 
City of Verndale 
 
 
Date:     
 
 
 
 
        Mayor    
Raye Ludovissie       Title  
 
 
  
 
        City Clerk/Treasurer   
Melissa Current       Title  
  

  
 
  
  
  
  

  
  
  
  
  
  
     
  
  
  
  
   
  
  
  
  
  
  

CITY SIGNATURE PAGE – FARMGARD PRODUCTS CORPORATION/CITY OF VERNDALE  
TERMS LETTER 

 



Minneapolis Office: 
5029 Upton Avenue South 

Minneapolis, MN 55410 
612-920-3320 (phone); 612-605-2375 (fax) 

www.daviddrown.com 

DDA 
David Drown Associates, Inc. 
Public Finance Advisors 
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Development Program for 
Municipal Development District No. 1 

 
Section A Definitions 

The terms defined in this section have the meanings given herein, unless the context in which they are used 
indicates a different meaning: 
 

“City” means the City of Verndale, Minnesota, a municipal corporation and political subdivision of the State of 

Minnesota. 

"City Council" means the City Council of the City; also referred to as the "Governing Body.” 

"County" means Wadena County, Minnesota. 

"Development District" means Municipal Development District No. 1 of the City, which has been created 

and established pursuant to and in accordance with the Development District Act, the boundaries of 

which are described in Section E as amended. 

"Development District Act” means Minnesota Statutes, Sections 469.124 through 469.134, both 

inclusive. 

"Development Program” means the Development Program for the Development District.  

"Land Use Regulations" means all federal, state and local laws, rules, regulations, ordinances and 

plans relating to or governing the use or development of land in the City, including but not limited to 

environmental, zoning and building code laws and regulations. 

"Project Area" means the geographic area of the Development District. 

"Public Costs" means the costs of land acquisition, public and site improvements, repayment of debt 

service on tax increment bonds, and other eligible costs as set forth in the Development Program and 

Tax Increment Financing Plan(s). 

"School District" means the Independent School District No. 818 in Minnesota. 

"State" means the State of Minnesota. 

"TIF Act" means Minnesota Statutes, Sections 469.174 through 469.1794, both inclusive. 

"TIF District" means any tax increment financing district presently established or to be established in 

the future in the Development District. 

"TIF Plan" means the respective Tax Increment Financing Plan for each TIF District located within the 

Development District. 

Section B Statutory Authorization 

The Development District Act authorizes the City, upon certain public purpose findings by the City Council, to 

establish and designate development districts within the City and to develop and administer development 

programs therefore to meet the needs and accomplish the public purposes specified in Section C.  In accordance 

with the purposes set forth in Section 469.124 of the Development District Act, the City has established the 

Development District comprising the area described in Section E and has adopted this Development Program. 

The TIF Act also authorizes the City to establish and administer tax increment financing districts within the 

Development District.  Eligible public costs of the Development District and TIF District may be paid from tax 

increments collected from the TIF District. 
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Section C Statement of Need and Public Purpose 

The City Council has determined that there is a need for the City to take certain actions it deems necessary in 

order to encourage, ensure and facilitate development and redevelopment by the private sector of underutilized, 

inappropriately used and unused land located within the corporate limits of the City.  Such actions are necessary 

in order to provide additional employment opportunities for residents of the City and the surrounding area; to 

improve the tax base of the City, the County and the School District, thereby enabling them to better provide 

needed public services; and to improve the general economy of the City, the County and the State. 

Section D Statement of Objectives 

The establishment of the Development District, pursuant to the Development District Act, is in the best interests 

of the City and its residents, and is necessary in order to give the City the ability to meet certain public purpose 

objectives that would otherwise not be obtainable in the foreseeable future without intervention by the City in the 

normal development process. 

 

The City intends, to the extent permitted by law, to accomplish the following objectives through the implementation 

of the Development Program: 

 

(1) Provide for the construction and financing of Public Costs in the Development District, 

which are necessary for the orderly and beneficial development of the Development 

District. 

(2) Promote and secure the prompt and unified development and redevelopment of certain 

property in the Development District, such property is not now in productive use or in its 

highest and best use, with a minimum adverse impact on the environment, and thereby 

promote and secure the desirable development of other land in the City. 

(3) Promote and secure additional employment opportunities within the Development District 

for residents of the City and the surrounding area, thereby improving living standards and 

reducing unemployment and the loss of skilled and unskilled labor and other human 

resources in the City. 

(4) Secure the increase of market values of property subject to taxation by the City, the County, 

the School District, and other taxing jurisdictions in order to enable such entities to pay for 

governmental services and programs that they are required to provide. 

(5) Encourage the expansion and improvement of local business and economic development 

whenever possible. 

(6) Promote public and private investment in residential development, including single and 

multi-family housing accommodations for low- and moderate- income families, along with 

the promotion of workforce housing. 

Section E Boundaries of the Development District 

The boundaries of the Development District are identified in Exhibit 1 of this document and will include all property 

within the corporate limits of the City of Verndale. 

Section F Development Activities 

The City will perform or cause to be performed, to the extent permitted by law, all project activities pursuant to the 

Development District Act, the TIF Act and other applicable state laws. In doing so the City anticipates that the 

following may be undertaken: 

 

(1) The making of studies, planning and other formal and informal activities relating to the 

Development Program. 

(2) The implementation and administration of the Development Program. 
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(3) The acquisition of property, or interests in property, by purchase or condemnation, when 

such acquisition is consistent with the objectives of the Development District. 

(4) The preparation of property for use and development in accordance with applicable Land 

Use Regulations, including demolition of structures, clearance of sites, placement of fill and 

grading and other site improvements. 

(5) The resale of property to private parties. 

(6) The construction or reconstruction of public improvements, including but not limited to, 

streets, storm sewer, sanitary sewer, water and curb and gutter improvements. 

(7) The issuance of tax increment bonds and the use of tax increments, or other funds 

available to the City, to pay or finance the Public Costs of the Development Program. 

(8) The use of tax increments to pay debt service on tax increment bonds or otherwise pay or 

reimburse with interest the Public Costs of the Development Program. 

Section G Payment of Public Costs 

Public Costs of the Development Program will be paid primarily from tax increments and/or proceeds of tax 

increment bonds.  Such costs are identified in the TIF Plan for the corresponding TIF District located within the 

Development District.  The City reserves the right to utilize other available sources of revenue to pay for a portion 

of the Public Costs. 

Section H Environmental Controls; Land Use Regulations 

All municipal actions, public improvements and private development shall be carried out in a manner consistent 

with existing environmental controls and all applicable land use regulations. 

Section I Park and Open Space to be Created 

Park and open space created within the Development District will be done in accordance with the zoning and 

platting ordinances or standards of the City. 

Section J Property Acquisition and Proposed Reuse 

The City may acquire property for public or private development purposes.  Prior to formal consideration of the 

acquisition of any property for private development purposes, the City Council will require the execution of a 

binding development agreement with respect thereto and evidence that tax increments or other funds will be 

available to repay the Public Costs associated with the proposed acquisition.  It is the intent of the City to negotiate 

the acquisition of property whenever possible.  Appropriate restrictions regarding the reuse and redevelopment 

of property will be incorporated into any development agreement to which the City is a party. 

Section K Administration and Maintenance 

Maintenance and operation of the Development District will be the responsibility of the City Clerk who shall serve 

as administrator of the Development District. The administrator will administer the Development District pursuant 

to the provisions of Section 469.131 of the Development District Act; provided, however, that such powers may 

only be exercised at the direction of the City Council.  No action taken by the administrator pursuant to the above-

mentioned powers shall be effective without authorization by the City and the City Council. 

Section L Relocation 

Any person or business that is displaced as a result of the Development Program will be relocated in accordance 

with Minnesota Statutes, Sections 117.50 to 117.56. The City accepts its responsibility for providing for relocation 

assistance pursuant to Section 469.133 of the Development District Act. 

Section M Amendments 

The City reserves the right to alter and amend the Development Program subject to the provisions of state law 
regulating such action.     
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Tax Increment Financing Plan for 
Tax Increment Financing District No. 1-4 

 

Introductory Statement 

The primary purpose for this TIF District and Plan is to assist commercial business expansion in the City of 
Verndale.  TIF assistance will be utilized to write down the costs of land and related site improvements. 

Section 1 Definitions 

The terms defined in this section have the meanings given herein, unless the context in which they are 
used indicates a different meaning: 

“City” means the City of Verndale, Minnesota. 

"County" means Wadena County, Minnesota. 

"County Board” means the County Board of Wadena County. 

“Developer” means any person undertaking construction or renovation in the Project Area. 

“Development District” means Municipal Development District No. 1 in the City. 

"Development Program” means the Development Program for the Development District. 

“Project Area” means the geographic area of the Development District. 

"School District" means the School District No. 818. 

"State" means the State of Minnesota. 

"TIF Act" means Minnesota Statutes, Sections 469.174 through 469.1794, both inclusive. 

"TIF District" means Tax Increment Financing District No. 1-4. 

“TIF Plan” means the tax increment financing plan for the TIF District (this document). 

Section 2 Statement of Need and Public Purpose 

See Section A of the Development Program for Municipal Development District No. 1. 

Section 3 Statutory Authorization 

The City is empowered under the provisions of the TIF Act to establish a tax increment financing district. 

Section 4 Statement of Objectives 

The objectives of this tax increment financing plan are consistent with the objectives outlined in Section B of the 
Development Program.   

Section 5 Specific Development Expected to Occur in the TIF District 

The City of Verndale has been without a local convenience store/gas station for several years.  The Developer 
plans to renovate the existing restaurant facility to accommodate two businesses, maintaining the restaurant 
operations, but renovating the existing banquet area into full service convenience store, along with the 
construction of new pump area and canopy to the west of the existing facility.  The total project is estimated at 
$1.1 million.  The project includes the acquisition of the property, renovation of the facility and related site 
improvements. 

Section 6 Property to be Included in the TIF District 

The TIF District includes the following parcel.  The following parcels are included in the district: 

  R210194026 

A map showing the location of the TIF District is shown in Exhibit 1.   

The area encompassed by the TIF District includes all street rights-of-way and utility or drainage easements 
located upon or adjacent to the property described above. 
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Section 7 Estimated Sources and Uses of Funds (Public Costs) 

The estimated costs of the proposed development in the TIF District, which are eligible for reimbursement with 
tax increments of the TIF District, and the projected sources of revenue available to fund these costs are 
summarized below. 

Estimated Project/Financing Costs to be paid or financed with increment: 

 Project Costs: 

 Land Acquisition     $ 161,634    
 Site Improvement/Prep 0 
 Utilities 0 
 Other Public Improvements 0 
 Construction of Affordable Housing 0 
 Small City Authorized Costs                          0           

      161,634 
 Finance Costs: 
 Bond & Note Interest Expense       41,839 
       
 Administrative Costs 
 Administration funded with TIF   22,608  

 Total Uses of Funds $    226,081           

Estimated Tax Increment Revenues 

 Tax Increments (after OSA Fee) $    207,515 
  
 Total Sources of Funds $    226,081           

 

The City reserves the right to adjust the amount of capital line items listed above or to incorporate additional 
eligible items, so long as the total capital & administrative costs are not increased ($184,242).  Adjusting financing 
costs, principal or interest will require a public hearing and formal TIF Plan modification process pursuant to 
Minnesota Statutes Section 469.175 Subd. 4.   The City also reserves the right to fund any of the identified costs 
with any other legally available revenues, but anticipates that such costs will be primarily financed with tax 
increments.  Therefore, the total estimated costs to be financed with tax increments, including capital costs, 
administrative costs and financing costs (interest) is $226,081. 

Section 8 Estimated Impact on Other Taxing Jurisdictions 

Exhibit 4 shows the estimated impact on other taxing jurisdictions if the projected Retained Captured Net Tax 
Capacity of the TIF District were hypothetically available to the other jurisdictions.  The City believes that there will 
be no adverse impact on other taxing jurisdictions during the life of the TIF District, since the proposed 
development would not have occurred without the establishment of the TIF District and the provision of public 
assistance.  A positive impact on other taxing jurisdictions will occur when the TIF District is decertified and the 
development therein becomes part of the general tax base. 

Section 9 Fiscal and economic implications 

M.S. Section 469.175 Subdivision 2(b) requires a specific description of the fiscal and economic implications of 
the proposed TIF District on city operations, plus an estimate of the total TIF to be generated over the life of the 
TIF District attributable to each taxing jurisdiction. 

City Service Costs: The property in the TIF District is served by existing public streets and utilities, so additional 
public construction and maintenance expenses will not be required.  The streets/infrastructure were designed to 
accommodate new development and have ample capacity for the increased traffic volume.  Demands on other 
City services are expected to be handled without increased public costs and City utilities are operated on a fee 
for service basis so usage revenues will cover increased costs.  Impacts on police, fire and administrative costs 
are expected to be negligible. 

The City intends to assist development through the use of pay-as-you-go assistance with tax increment.  This 
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type of assistance structure does not impact the City’s General Obligation pledge.  As such, this TIF District will 
not have an adverse impact on the City’s current bond credit rating or capacity to borrow for future projects. 

TIF Attribution:  The City projects TIF collections will total $226,081 (after State Auditor’s deductions) over the 9-
year life of the TIF District.  Of this total, $95,712 is attributable to the City’s share of the tax levy; $102,034 from 
the County’s share of tax levy, and approximately $28,164 from the School District’s share of tax levy. Exhibit 4 
has a detailed allocation of total TIF collections to the City, County and School.   

Section 10 Property to be acquired in the TIF District 

The City reserves the right to acquire or reimburse developers for the acquisition costs of property in the TIF 
District, as itemized on Exhibit 2.   

The City may also, at its discretion, use tax increments for Pay as You Go basis to lower cost of development to 

the Developer and to support the construction of affordable housing for the City in the TIF District. 
 

Section 11 Estimated Amount of Bonded Indebtedness 

The City reserves the right to fund all Project costs permitted by law using internal funding, general obligation 
bonds, pay-as-you-go financing or any other financing mechanism authorized by law.  The maximum amount of 
bonds to be funded with tax increment revenue from TIF District No. 1-4 is $184,242 

Internal Loans, including a negative balance in the TIF fund, must be authorized by resolution of the entity 
advancing the loan before money is transferred, advanced or spent.  The resolution must include the terms and 
conditions for repayment of the loan to include, at a minimum, the principal amount of the loan, the interest rate 
and the maximum term.  The interest rate to be charged on internal loans shall not exceed 4% based upon the 
limit of the greater of the rates specified under Minnesota Statutes 270C.40 or 549.09 as of the date this Plan is 
approved.  

Section 12 Designation of TIF District as an Economic Development District 

Economic development districts are a type of tax increment financing district which consists of any project which 
the City finds to be in the public interest because: 

1. it will discourage commerce, industry, or manufacturing from moving their operations to another state or 
municipality; 

2. it will result in increased employment in the state;  

3. It will result in preservation and enhancement of the tax base of the state; or 

4. It satisfies the requirement of a workforce housing project under section 469.176, subdivision 4c, 
paragraph (d). 

The TIF District qualifies as an economic development district in that the proposed development described in this 
TIF Plan (see Section 5) meets all of the criteria listed above.  Without establishment of the TIF District the 
proposed development would not occur within the City. The proposed development will also result in increased 
employment and enhancement of the tax base of both the City and the State. 

Section 13 Original Net Tax Capacity 

The County Auditor will certify the Original Net Tax Capacity of the TIF District, which will be the total Net 
Tax Capacity of all property in the TIF District as certified by the State Commissioner of Revenue.  For 
districts certified between January 1 and June 30, inclusive, this value is based on the previous assessment 
year.  For districts certified between July 1 and December 31, inclusive, this value is based on the current 
assessment year.  

The Estimated Market Value of all property within the TIF District as of January 1, 2019 for taxes payable in 2020 
is $283,100. Based on this amount, the Original Net Tax Capacity of the TIF District is estimated at $4,912. The                  
actual Original Net Tax Capacity will likely be higher or lower than this number, however, as it is expected that the  
request for certification for this TIF District will occur on or after July 1, 2020. As such, the Original Net Tax 
Capacity will be based on estimated market value that exists on January 1, 2020 for taxes payable 2021. 
 
Each year the County Auditor will certify the amount that the Original Net Tax Capacity has increased or 
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decreased as a result of: 
1. Changes in the tax-exempt status of property; 

2. Reductions or enlargements of the geographic area of the TIF District; 

3. Changes due to stipulation agreements or abatements; or 

4. Changes in classification rates 

 

Section 14 Original Local Tax Rate 

The County Auditor shall certify the Original Local Tax Rate of the TIF District.  This rate shall be the sum of all 
local tax rates that apply to property in the TIF District.  This rate shall be for the same taxes payable year as the 
Original Net Tax Capacity. 

In future years, the amount of tax increment generated by the TIF District will be calculated using the lesser of (a) 
the sum of the current local tax rates at that time or (b) the Original Local Tax Rate of the TIF District. 

At the time this TIF Plan was prepared, the sum of all local tax rates that apply to property in the TIF District for 
taxes levied in 2019 and payable in 2020 is expected to be 175.832%.  The final Original Local Tax Rate may be 
higher or lower than this value due to the fact that the request for certification will take place on or after July 1, 
2020. See Section 13. The Pay 2020 rates are used for estimation purposes only. 
 

 2019-Pay2020 

Taxing Jurisdiction Local Tax Rate 

City of Verndale 74.439% 

Wadena County 79.356% 

School District 818* 21.904% 

Other            0.133% 

Total 175.832% 
 

The projected original local tax rate does not include the State of Minnesota property tax rate on commercial, 
industrial and seasonal recreation property of 38.846% which is not captured as tax increment.  

* Minnesota Statutes Section 469.177 Subd. 1a was amended in 2013 redefining what portion of the local school 
district tax capacity rate will be used in calculating tax increments.  Specifically, this amendment now excludes 
that portion of the school rate attributable to the general education levy under Section 126C.13. The rate 
shown does factor in this change.  It is included for estimation purposes only. 
 

Section 15 Projected Retained Captured Net Tax Capacity and Tax Increment 

Each year the County Auditor will determine the current net tax capacity of all property in the TIF District.  To the 
extent that this total exceeds the Original Net Tax Capacity, the difference shall be known as the Captured Net 
Tax Capacity of the TIF District.  It is the City’s intention to retain 100% of the Captured Net Tax Capacity of the 
TIF District.   

Exhibit 3 estimates the total amount of retained net captured tax capacity, gross tax increments, adjustments, and 
the net tax increment revenues which will be available annually and cumulatively over the life of the TIF District. 

Section 16 Statutory Duration of the TIF District 

Economic development districts may remain in existence for eight years from the date of receipt of the first tax 
increment.  This produces nine (9) annual collections of tax increments, with the first year of increment expected 
to be 2022 and that the final year will be 2030.  Modifications of this plan (see Section 28) may not extend these 
limitations unless the City elects under certain circumstances to extend the duration of TIF District in order to 
recover eligible pollution cleanup costs incurred by the City  (see M.S. Section 469.176, Subd. 1g for details).   

Section 17 Use of Tax Increments – Economic Development Districts 

Revenue derived from tax increment from an economic development district must be used to provide 
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improvements, loans, subsidies, grants, interest rate subsidies, or assistance in any form to developments 
consisting of buildings and ancillary facilities, in which at least 85 percent of the buildings and facilities (determined 
on the basis of square footage) are used for any of the following purposes: 

1. the manufacturing or production of tangible personal property, including processing resulting in the 
change in condition of the property; 

2. warehousing, storage, and distribution of tangible personal property, excluding retail sales; 

3. research and development related to the activities listed in clause (1) or (2); 

4. telemarketing if that activity is the exclusive use of the property; 

5. tourism facilities; 

6. qualified border retail facilities;  

7. space necessary for and related to the activities listed in clauses (1) to (6); or 

8. A workforce housing project that satisfies the requirements of paragraph (d). 

If the City has a population of 5,000 or less and is located ten miles or more from a City having a population of 
10,000 or more (a “Small City”), revenues derived from tax increment from an economic development district may 
be used to provide improvements, loans, subsidies, grants, interest rate subsidies, or assistance in any form for 
up to 15,000 square feet of any separately owned commercial facility.  These revenues may also be used If the 
revenues derived from increments are spent only to assist the facility directly or for administrative expenses, the 
assistance is necessary to develop the facility, and all of the increments, except those for administrative expenses, 
are spent only for activities within the district. 

This district is designated as a Small City Economic Development District. 

Section 18 Use of Tax Increments – General 

Each year the County Treasurer shall deduct an estimated 0.36% of the annual tax increment generated by the 
TIF District and pay such amount to the state general fund.  Such amounts will be appropriated to the state auditor 
for the cost of financial reporting and auditing of tax increment financing information throughout the state.  Exhibit 
3 shows the projected deduction for this purpose over the anticipated life of the TIF District. 

The City has determined that it will use 100% of the remaining tax increment generated by the TIF District for any 
of the following purposes: 

1. Pay for the estimated public costs of the TIF District (including administrative expenses, see Section 7) 
and City administrative costs associated with the TIF District (see Section 29); 

2. Pay principal and interest on tax increment bonds, notes or other financial obligations issued to finance 
the public costs of the TIF District; 

3. Accumulate a reserve securing the payment of tax increment bonds or other bonds issued to finance the 
public costs of the TIF District; 

4. Pay all or a portion of the County road costs as may be required by the County Board under M.S. Section 
469.175, Subdivision 1a; or 

5. Return excess tax increments to the County Auditor for redistribution to the City, County and School 
District in proportion to their local tax capacity rates. 

Tax increments from property located in one County must be expended for the direct and primary benefit of a 
project located within that County, unless both County boards involved waive this requirement.  Tax increments 
shall not be used to circumvent levy limitations. 

Tax increment shall not be used to finance the acquisition, construction, renovation, operation, or maintenance of 
a building to be used primarily and regularly for conducting the business of a municipality, County, School District, 
or any other local unit of government or the State or federal government, including social, recreational or 
conference facilities or a public park used as a commons area.  Tax increments may be used to finance public 
parking facilities. 

Tax increment may not be spent outside the TIF District on improvements, equipment, or other items whose 
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primary purpose is decorative or aesthetic or if the materials used or design cost twice that of more commonly 
used equipment or improvements.  This prohibition does not apply to improvements related to rehabilitating 
historic structures on national register or in a historic district listed on the national register. 

If there exists any type of agreement or arrangement providing for the developer, or other beneficiary of 
assistance, to repay all or a portion of the assistance that was paid or financed with tax increments, such payments 
shall be subject to all of the restrictions imposed on the use of tax increments.  Assistance includes sales of 
property at less than the cost of acquisition or fair market value, grants, ground or other leases at less than fair 
market rent, interest rate subsidies, utility service connections, roads, or other similar assistance that would 
otherwise be paid for by the developer or beneficiary. 

Section 19 “Green Acres” 

The TIF District may not include parcels that qualified as “green acres” in any of the five (5) years preceding 
the request for certification, unless 85% of development in the district is restricted to qualified manufacturing 
or distribution facilities directly related to production of tangible personal property and paying at least 90% 
of its employees’ wages equal to or greater than 160% of the federal minimum wage; or the development 
in the district is a qualified housing project.   

Section 20 4-Year Knock-Down Rule 

If after four years from certification of the TIF District no demolition, rehabilitation, renovation, or qualified 
improvement of an adjacent street has commenced on a parcel located within the TIF District, then that parcel 
shall be excluded from the TIF District and the Original Net Tax Capacity shall be adjusted accordingly.  Qualified 
improvements of a street are limited to construction or opening of a new street, relocation of a street, or substantial 
reconstruction or rebuilding of an existing street.  The City must submit to the County Auditor, by February 1 of 
the fifth year, evidence that the required activity has taken place for each parcel in the TIF District. 

If a parcel is excluded from the TIF District and the City or owner of the parcel subsequently commences any of 
the above activities, the City shall certify to the County Auditor that such activity has commenced and the parcel 
shall once again be included in the TIF District.  The County Auditor shall certify the net tax capacity of the parcel, 
as most recently certified by the Commissioner of Revenue, and add such amount to the Original Net Tax 
Capacity of the TIF District. 

Section 21 Tax Increment Pooling – 5-year Rule 

At least 80% of the tax increments from the TIF District must be expended on activities within the district or to pay 
for bonds used to finance the estimated public costs of the TIF District.  No more than 20% of the tax increments 
may be spent on costs outside of the TIF District, but within the boundaries of the Project Area.  All administrative 
expenses are considered to have been spent outside of the TIF District.  Revenues derived from Tax increments 
paid by properties in the district are considered to have been spent within the TIF District if such amounts are: 

1. actually paid to a third party for activities performed within the TIF District within five years after 
certification of the district; 

2. used to make payments or reimbursements to a third party under binding contracts for activities 
performed within the TIF District, which were entered into within five years after certification of the district; 
or 

3. used to pay bonds that were issued and sold to a third party, the proceeds of which are reasonably 
expected on the date of issuance to be spent within the later of the five-year period or a reasonable 
temporary period or are deposited in a reasonably required reserve or replacement fund- 

Beginning with the sixth year following certification of the TIF District, at least 80% of the tax increments must be 
used to pay outstanding bonds or make contractual payments obligated within the first five years.  When 
outstanding bonds have been defeased and sufficient money has been set aside to pay for such contractual 
obligations, the TIF District must be decertified. 

Section 22 Excess Tax Increment 

On December 31st of each year, the City must determine the amount of excess increments for the TIF District.   
Excess increments may only be used to: 

1. prepay any outstanding tax increment Bonds; 
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2. discharge the pledge of tax increments on any outstanding Bonds; 

3. pay amounts into an escrow account dedicated to the payment of any outstanding Bonds; or 

4. return excess tax increments to the County Auditor for redistribution to the City, County and School 
District in proportion to their local tax capacity rates.  The County Auditor must report to the Commissioner 
of Education the amount of any excess tax increment redistributed to the School District within 30 days 
of such redistribution. 

Section 23 Limitation on Administrative Expenses 

Administrative expenses are defined as all costs of the City other than: 

1. amounts paid for the purchase of land; 

2. amounts paid for materials and services, including architectural and engineering services directly 
connected with the proposed development within the TIF District; 

3. relocation benefits paid to, or services provided for, persons or businesses located within the TIF District; 
or 

4. amounts used to pay interest on, fund a reserve for, or sell at a discount, tax increment bonds. 

Administrative expenses include amounts paid for services provided by bond counsel, fiscal consultants, planning 
or economic development consultants, and actual costs incurred by the City in administering the TIF District.  Tax 
increments may be used to pay administrative expenses of the TIF District up to the lessor of (a) 10% of the total 
estimated public costs authorized by the TIF Plan or (b) 10% of the total tax increment expenditures of the project. 

Section 24 Prior Planned Improvements 

The City shall accompany its request for certification to the County Auditor with a listing of all properties within the 
TIF District for which building permits have been issued during the 18 months immediately preceding approval of 
the TIF Plan.  The County Auditor shall increase the Original Net Tax Capacity of the TIF District by the net tax 
capacity of each improvement for which a building permit was issued. 

The City has issued no building permits within the last 18 months for properties within the TIF District. 

Section 25 Development Agreements 

If more than 10% of the acreage of a project (which contains an economic development district) is to be acquired 
by the City with proceeds from tax increment bonds then, prior to such acquisition, the City must enter into an 
agreement for the development of the property. Such agreement must provide recourse for the City should the 
development not be completed. 

Section 26 Business Subsidy Laws 

Minnesota Statutes 116J.994 requires a City providing financial assistance of between $25,000-150,000 or a 
business subsidy worth $150,000 or more to complete an approval process as described below.  Housing projects 
and many redevelopment projects are exempt from the requirements. 

For financial assistance of $25,000-149,999: 

1. Adopt criteria for awarding business subsidies following a public hearing. 

2. Complete the Financial Assistance Report annually for two years  

For a business subsidy of $150,000 or more, the City must complete the following: 

1. Adopt criteria for awarding business subsidies following a public hearing. 

2. Conduct a public hearing on the subsidy, after providing at least 10 days published notice in the local 
newspaper. 

3. Enter into a subsidy agreement which must include the following information and requirements: 

a. A description of the subsidy. 

b. A statement of the public purpose and goals of the subsidy. 
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c. Wage and job creation goals (or job retention goals, if job loss is imminent and demonstrable) to be 
achieved within 2 years of receiving the subsidy; 

d. A description of the recipient’s financial obligation if the goals are not met.  The recipient must pay 
back the assistance with interest if goals are not met, although pro-ration to reflect partial fulfillment 
of goals is permitted. 

e. A statement of why the subsidy is needed. 

f. A commitment from the recipient to continue operations at the site for at least 5 years; 

g. The name and address of the parent company of the recipient;  

h. A list of all other financial assistance to the project; and 

i. A requirement for the recipient to provide the City and the Department of Employment and Economic 
Development with annual information regarding goals for two years after receiving the subsidy or 
until the goals are achieved.  The reports must be filed by March 1 for the prior year. 

Section 27 Assessment Agreements 

The City may, upon entering into a development agreement, also enter into an assessment agreement with the 
developer, which establishes a minimum market value of the land and improvements for each year during the life 
of the TIF District. 

The assessment agreement shall be presented to the County or City Assessor who shall review the plans and 
specifications for the improvements to be constructed, review the market value previously assigned to the land, 
and so long as the minimum market value contained in the assessment agreement appears to be a reasonable 
estimate, shall certify the assessment agreement as reasonable.  The assessment agreement shall be filed for 
record in the office of the County Recorder of each county where the property is located.  Any modification or 
premature termination of this agreement must first be approved by the City, and if the project is valued below the 
minimum market value, also approved by the County and School District. 

Section 28 Modifications of the Tax Increment Financing Plan 

Any reduction or enlargement in the geographic area of the Project Area or the TIF District; increase in the amount 
of bonded indebtedness to be incurred; increase in the amount of capitalized interest; increase in that portion of 
the Captured Net Tax Capacity to be retained by the City; increase in the total estimated public costs; or 
designation of additional property to be acquired by the City shall be approved only after satisfying all the 
necessary requirements for approval of the original TIF Plan.  This paragraph does not apply if: 

1. the only modification is elimination of parcels from the Project Area or the TIF District; and 

2. the current net tax capacity of the parcels eliminated equals or exceeds the net tax capacity of those 
parcels in the TIF District's Original Net Tax Capacity, or the City agrees that the TIF District's Original 
Net Tax Capacity will be reduced by no more than the current net tax capacity of the parcels eliminated. 

The City must notify the County Auditor of any modification that reduces or enlarges the geographic area of the 
Project Area or the TIF District.  The geographic area of the TIF District may be reduced but not enlarged after 
five years following the date of certification. 

Section 29 Certification and Administration of the Tax Increment Financing Plan 

Upon adoption of the TIF Plan, the City must submit a copy of such plan to the State Auditor’s Office and the 
Department of Revenue.  The City must also request that the County Auditor certify the Original Net Tax Capacity 
and Net Tax Capacity Rate of the TIF District.  To assist the County Auditor in this process, the City must submit 
copies of the TIF Plan, the resolution establishing the TIF District and adopting the TIF Plan, and a listing of any 
prior planned improvements.  The City must also send the County Assessor any assessment agreement 
establishing the minimum market value of land and improvements in the TIF District and shall request that the 
County Assessor review and certify this assessment agreement as reasonable. 

The County will distribute to the City the amount of tax increment as it becomes available.  The amount of tax 
increment in any year represents the applicable property taxes generated by the Retained Captured Net Tax 
Capacity of the TIF District.  The amount of tax increment may change due to development anticipated by the TIF 
Plan, other development, inflation of property values, or changes in property classification rates or formulas.  In 
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administering and implementing the TIF Plan, the following actions should occur on an annual basis: 

1. Prior to July 1, the City shall notify the County Assessor of any new development that has occurred in 
the TIF District during the past year to ensure that the new value will be recorded in a timely manner. 

2. If the County Auditor receives the request for certification of a new TIF District, or for modification of an 
existing TIF District, before July 1, the request shall be recognized in determining local tax rates for the 
current and subsequent levy years.  Requests received on or after July 1 shall be used to determine local 
tax rates in subsequent years. 

3. Each year the County Auditor shall certify the amount of the Original Net Tax Capacity of the TIF District.  
The amount certified shall reflect any changes that occur as a result of the following: 

a) the value of property that changes from tax-exempt to taxable shall be added to the Original Net Tax 
Capacity of the TIF District.  The reverse shall also apply; 

b) the Original Net Tax Capacity may be modified by any approved enlargement or reduction of the TIF 
District; 

c) if laws governing the classification of real property cause changes to the percentage of Estimated 
Market Value to be applied for property tax purposes, then the resulting increase or decrease in net 
tax capacity shall be applied proportionately to the Original Net Tax Capacity and the Retained 
Captured Net Tax Capacity of the TIF District. 

The County Auditor shall notify the City of all changes made to the Original Net Tax Capacity of the TIF District. 

Section 30 Financial Reporting and Disclosure Requirements 

The City is responsible for information and financial reporting on the activities of the TIF District.   These 
responsibilities include: 

1. Prepare and Publish an Annual Statement.  No later than August 1 of each year, the City must prepare 
and publish an annual statement which includes at least the following information: 

a. tax increment received and expended in that year 

b. Original Net Tax Capacity 

c. captured Net Tax Capacity 

d. amount of outstanding bonded indebtedness 

e. increments paid to other government bodies 

f. administrative costs 

g. increments paid directly or indirectly outside of the district 

h. if a fiscal disparities contribution is computed under section 469.177, Subd. 3(a), the increase in 
property tax imposed on other properties in the municipality as a result of the fiscal disparities 
contribution in the manner prescribed by the commissioner of revenue. 

A copy of the annual statement must also be provided to the State Auditor, county board and county auditor, 
and the municipality. 

2. Prepare an Annual Report.  (469.175 Subds. 5 and 6) The State Auditor enforces the provisions of the TIF 
Act and has full responsibility for financial and compliance auditing of the City's use of tax increment financing.  
The State Auditor’s office provides detailed tax increment reporting forms for use in complying with annual 
reporting requirements.  On or before August 1 of each year, the City and/or the City must prepare a status 
and financial report for the TIF District and submit it to the state auditor, the county board, the county auditor, 
and the governing body of the municipality, if the municipality is not also the City. 

3. Prepare a Minnesota Business Assistance Form.  (116J.994) By April 1, the City must submit a report to the 
Department of Employment and Economic Development on wage and job goals and progress made in 
achieving them.  A reporting form is provided by the Department and must be submitted for each business 
which has received TIF assistance.  
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Section 31 Findings and Need for Tax Increment Financing 

In establishing the TIF District, the City makes the following findings: 

1. The TIF District qualifies as an economic development district;

See Section 12 of this document for the reasons and facts supporting this finding.

2. The proposed development, in the opinion of the City, would not reasonably be expected to occur solely 
through private investment within the reasonably foreseeable future, and the increased market value of 
the site that could reasonably be expected to occur without the use of tax increment would be less than 
the increase in market value estimated to result from the proposed development after subtracting the 
present value of the projected tax increments for the maximum duration of the TIF District permitted by 
the TIF Plan;

The above finding is based on a letter submitted by the Developer stating that without the use of tax 
increment financing the Project could not proceed.

The City also finds that due to the amount of time the site(s) have sat in their current condition, the City 
finds no reason for additional development to occur without TIF assistance. Therefore, the City 
reasonably believes that the expected increase in market value at this site without TIF assistance would 
be minimal.  A comparative analysis of estimated market values both with and without establishment of 
the TIF District and the use of tax increments has been performed.  This property has had limited 
economic activity over the past five years.  As a result, the City is projecting a small inflationary rate of 
1% on existing market value. Such analysis is included as Exhibit 5, indicating that:

a) The City's estimate of the amount by which the market value of the site will increase without the use 
of tax increment financing is $25,479 (for the reasons described above).

b) If the proposed development to be assisted with tax increment occurs in the TIF District, the total 
increase in market value would be approximately $716,900.  The increase in market value would be 
due primarily to new construction within the TIF District.  (See Exhibit 3)

c) The present value of tax increments from the TIF District for the maximum duration of the district 
permitted by the TIF Plan is estimated to $186,519 (See Exhibit 5)

d) Even if some development other than the proposed development were to occur, the City finds that 
no alternative would occur that would produce a market value increase greater than $530,381 (the 
amount in clause b less the amount in clause c) without tax increment assistance.

3. The TIF Plan conforms to the general plan for development or redevelopment of the City as a whole. 

The reasons and facts supporting this finding are that the current zoning of the property provides for 
commercial development as a permitted use, and rezoning will not be required. 

4. The TIF Plan will afford maximum opportunity, consistent with the sound needs of the City as a whole,
for the development of the Project Area by private enterprise.

The reasons and facts supporting this finding are that the development activities are necessary so 
that development and redevelopment by private enterprise can occur within the Development 
District. 
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City of Verndale, Minnesota
TIF District 1-4

Convenience Store

PARCEL INFORMATION

# PIN # Owner Land Building Total M.V. Tax Cap.*

1 R210194026 Maas/James and Kimberly 35,100 248,000 283,100        4,912            

2020/Pay 2021

David Drown Associates Exhibit 2



City of Verndale, Minnesota
TIF District 1-4

Convenience Store

TIF PROJECTIONS

Valuations & Projected Increases Tax Rate Assumptions:

Market Tax Capacity Est. Tax Est. TIF 2020 Projected

Estimated Original  value 283,100           4,912 10,630       0 Tax Rate* TIF Tax Rate Rate

Future Development 1,000,000        19,250 41,660       33,848 City 74.439% 74.439% 74.439%

-             - County 79.356% 79.356% 79.356%

-             - School 23.644% 21.904% 21.904%
Captured/Increased Values 716,900           14,338 33,848 Other 0.133% 0.133% 0.133%

State 38.846% 0.000% 0.000%
Assumed inflation rate: 0.00% 216.418% 175.832% 175.832%

Projected Tax Increment Adjustments

Retained Projected Gross 10.00% 0.36% Other TOTAL

Payable Original Projected Net Captured Less Fiscal Net Captured Tax Tax Admin. State Auditor's Additions or NET

Year Tax Capacity Tax Capacity Tax Capacity Disparities Tax Capacity Rate Increment Retainage Deduction Subtractions REVENUES

2020 4,912 4,912 - - - 

2021 4,912 4,912 - - - 175.83% - - - - - 

2022 4,912 19,250 14,338 - 14,338 175.83% 25,211 2,512 91 - 22,608

2023 4,912 19,250 14,338 - 14,338 175.83% 25,211 2,512 91 - 22,608

2024 4,912 19,250 14,338 - 14,338 175.83% 25,211 2,512 91 - 22,608

2025 4,912 19,250 14,338 - 14,338 175.83% 25,211 2,512 91 - 22,608

2026 4,912 19,250 14,338 - 14,338 175.83% 25,211 2,512 91 - 22,608

2027 4,912 19,250 14,338 - 14,338 175.83% 25,211 2,512 91 - 22,608

2028 4,912 19,250 14,338 - 14,338 175.83% 25,211 2,512 91 - 22,608

2029 4,912 19,250 14,338 - 14,338 175.83% 25,211 2,512 91 - 22,608

2030 4,912 19,250 14,338 - 14,338 175.83% 25,211 2,512 91 - 22,608

226,898 22,608 817 - 203,473

~ Present Value  @ 4% > 161,633 

*Tax Rates shown are for 2019 and for estimation purposes only.

Interest 41,839 
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City of Verndale, Minnesota

TIF District 1-4

Convenience Store

STATEMENT OF FISCAL AND ECONOMIC IMPACTS

2019/Pay 2020 Original 2019/Pay 2020 Projected Hypothetical New Hypothetical Hypothetical

Taxing Taxable Net Local TIF Taxable Net Captured Net Tax Generated Taxable Net Adjusted Local Decrease in

Jurisdiction Tax Capacity
(1)

Tax Rate Tax Capacity
(1)

Tax Capacity By TIF Tax Capacity Tax Rate Tax Rate

City of Verndale 233,156 74% 233,156 19,250 14,330 252,406           69% 5.677%

Wadena County 11,639,969 79% 11,639,969          19,250 15,276 11,659,219      79% 0.131%

School District #818 1,572,934 24% 1,572,934            19,250 4,551 1,592,184        23% 0.286%

Other 
(2)

-- 0% -- 19,250 26 -- 0% --

Totals 178% 34,183 171% 6.094%

Statement #1: If all of the projected captured net tax capacity of the project were hypothetically immediately available to each taxing

jurisdiction if TIF were not used, the tax capacitieis of each jurisdiction would be increased by the amounts shown

above, and the local tax rates of each jurisdiction would be decreased by the amounts shown.

Statement #2: As the projected captured tax capacity of the proejct would not be available withoutthe use of TIF, the tax

capacities and tax rates of each jurisdiction will not be affected.

Statement #3: The estimated amount of tax increment (after the OSA deduction) generated over the life of the 

TIF District is estimated to be: 226,081$             

Statement #4: The estimated amount of increment is attributed to the local tax levies and captured as a result of the creation 

of this TIF District for the following local units:

City of Verndale 95,712$  

Wadena County 102,034$             

School District #818 28,164$  

Statement #5: The final Original Net Tax Capacity and Local Tax Rate of the TIF District will be based upon final data for taxes payable

2022 as the Authority intends to request certification after July 1, 2020 and before June 30, 2021.

(1)
Taxable net tax capacity = total net tax capacity less value captured in TIF Districts and powerline value.

(2)
The impacts upon other taxing jurisdictions not included since they represent a small percentage of the total tax rate.

Without TIF District With TIF District
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City of Verndale, Minnesota

TIF District 1-4

Convenience Store

MARKET VALUE ANALYSIS

Increased Market Value of Site 716,900            

Less Present Value of TIF Revenues 186,519            

530,381            

Reasonably expected increase w/out TIF 25,479 

Net Value Increase 504,902            

Present Value Calculation

Calculation Date 12/31/2020

Present Value Factor 4.00%

Gross Tax Present

# Year Increment Value

2020 - - 

2021 - - 

1 2022 25,211 23,309 

2 2023 25,211 23,309 

3 2024 25,211 22,412 

4 2025 25,211 21,550 

5 2026 25,211 20,721 

6 2027 25,211 19,924 

7 2028 25,211 19,158 

8 2029 25,211 18,421 

9 2030 25,211 17,713 

226,898 186,519            
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