
HERMANTOWN ECONOMIC DEVELOPMENT AUTHORITY 

AGENDA 

Wednesday, June 18 2025 at 5:30 p.m. 
Council Chambers  

Governmental Services Building 

1. ROLL CALL

2. MINUTES – Approval or correction

2.1 May 22nd, 2025 HEDA Minutes

3. MOTIONS

4. PUBLIC HEARING

4.1       Public Hearing on a Resolution amending the adopted Business Subsidy
Policy 

a. RESOLUTION ADOPTING AN AMENDED AND RESTATED BUSINESS
SUBSIDY POLICY

5. RESOLUTIONS

5.1 RESOLUTION APPROVING A COOPERATIVE AGREEEMENT WITH ST.
LOUIS COUNTY FOR COST SHARING 50% OF THE TRAFFIC STUDY 
RELATED TO THE SECTION 24 URBAN DESIGN MASTER PLAN 

5.2        RESOLUTION ADOPTING AN AMENDED AND RESTATED BUSINESS 
SUBSIDY POLICY 

6. WORK SESSION

7. RECESS



CITY OF HERMANTOWN 
HERMANTOWN ECONOMIC DEVELOPMENT AUTHORITY 
Thursday, May 22nd, 2025 at 5:00 PM Central 
Council Chambers, City Hall – Hermantown Governmental Services Building 

 
Mayor Wayne Boucher: Present 
Councilor John Geissler: Present   
Councilor Andy Hjelle: Present 
Councilor Joe Peterson: Present 
Councilor Brian LeBlanc: Absent 
Karen Pionk:   Present 
Rob Unzen:        Present 
 
CITY STAFF: Chad Ronchetti, Economic Development Director; Mia Thibodeau, HEDA 

Attorney; Eric Johnson, Community Development Director; Joe Wicklund, 
Assistant City Administrator 

VISITORS: Jason Hale, North Shore Development; Emily Warner 

 
1. ROLL CALL 

 
2. MINUTES 

 
A. Approve April 17, 2025 HEDA Minutes 

Motion to approve minutes as presented. This motion, made by Geissler and seconded 
by Peterson, Carried. 

Mayor Wayne Boucher:  Yea 
Councilor John Geissler:  Yea 
Councilor Andy Hjelle:  Yea 
Councilor Joe Peterson:  Yea 
Councilor Brian LeBlanc:   Absent 
Karen Pionk:   Yea 
Rob Unzen:         Yea 
 
Yea: 6, Nay: 0, Absent: 1 

3. MOTIONS 
a. Motion made by President Boucher to reschedule the June 19th, 2025 meeting to 

June 18th due to the holiday. Motion was seconded by Commissioner Hjelle.  
 
Mayor Wayne Boucher:  Yea  
Councilor John Geissler:  Yea  
Councilor Andy Hjelle:  Yea 
Councilor Joe Peterson:  Yea 



Councilor Brian LeBlanc:   Absent 
Karen Pionk:    Yea 
Rob Unzen:     Yea 
 
Yea: 6, Nay: 0, Absent: 1 

 
4. RESOLUTIONS 

 
a. Director Ronchetti presented the proposed easement acquisition of HEDA property 

along Lightning Drive. The acquisition is proposed by Minnesota Power for their 
Reliability Loop project. Commissioner Geissler asked what would happen with 
the payment, and Director Ronchetti said it would be deposited into the operations 
fund. 

 
Motion to approve. This motion, made by Commissioner Hjelle and seconded by 
Commissioner Peterson, Carried. 
 
Mayor Wayne Boucher:  Yea  
Councilor John Geissler:  Yea  
Councilor Andy Hjelle:  Yea 
Councilor Joe Peterson:  Yea 
Councilor Brian LeBlanc:   Absent 
Karen Pionk:    Yea 
Rob Unzen:     Yea 
 
Yea: 6, Nay: 0, Absent: 1 

5. WORK SESSION 

A. Morris Thomas Housing Project 

a. Jason Hale of North Shore Development, a consultant hired by HEDA staff for 
the project, presented on the proposed model for funding and developing the 
land currently owned by the City of Hermantown near the corner of Johnson 
Road and Morris Thomas Road. The proposal was for HEDA to serve as the 
land developer. The site plan includes 37 lots, with the eastern side designated 
for housing due to wetlands on the west. The development would target 
workforce housing of a minimum of 5 units with price points around 115% of 
the statewide median income. The presentation included financial projections 
showing an estimated $2.4 million in lot sales, $133,037 in fees, and 
approximately $67,000 in annual property tax revenue once developed. The 
project would take 26 years to break even, but the ROI over 50 years would be 
74% annualized. 

HEDA discussed the benefits of the project for the community. Commissioner 
Geissler spoke in favor of the greater density. Commissioner Pionk voiced a 



desire to take the next step of soliciting Requests for Proposals from civil 
engineering firms to start preliminary design of the roads and infrastructure. 
Commissioner Geissler and Peterson supported that. Director Ronchetti asked 
for consensus from the Commission on this next step, and all Commissioners 
supported a solicitation of proposals. 

6. RECESS 
 

Motion to recess at 6:17 p.m. This motion, made by Commissioner Pionk and seconded 
by Commissioner Hjelle, Carried. 
 

Mayor Wayne Boucher:  Yea  
Councilor John Geissler:  Absent  
Councilor Andy Hjelle:  Absent 
Councilor Joe Peterson:  Yea 
Councilor Brian LeBlanc:   Yea 
Karen Pionk:   Yea 
Rob Unzen:    Yea 
 
Yea: 6, Nay: 0, Absent: 1 

 
 
 
 
 

Recorded by: 
 
 
 
___________________________ 
Chad Ronchetti, Economic Development Director 
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Hermantown Economic Development Authority 
 

HEDA’s mission is to intentionally lead economic growth, creating a vibrant and prosperous community. 
 

HEDA MEETING DATE: June 18, 2025 

 

TO: HEDA Commissioners 

FROM: Chad Ronchetti, Economic Development Director 

SUBJECT:   
Cooperative Agreement with St. Louis County for 
Uptown Traffic Study 

 
 

☒ RESOLUTION:  ☐ WORK SESSION   ☐ OTHER:  
 

REQUESTED ACTION 
 
Approve Cooperative Agreement 
 

 
BACKGROUND 

St. Louis County has offered to cost share the transportation study part of the Uptown Urban Design Master 
Plan project. HEDA will be responsible for performing all necessary contract administration to completion 
and final payment. The Public Works Department for St. Louis County will be an active participant and 
help guide the transportation study and facilitate mutual recommendations that will protect the function and 
safety performance of Maple Grove Rd (CSAH 6) while supporting the City of Hermantown’s development 
vision. 
 
The estimated cost of the planning and preliminary engineering services to support a transportation study 
is $50,000. St. Louis County and HEDA will each share in 50% for a total of $25,000 each for St. Louis 
County and HEDA. 

 
SOURCE OF FUNDS (if applicable) 
 

 
ATTACHMENTS 
 
Cooperative Agreement 
 



Hermantown Economic Development Authority 
Resolution No. 2025-06H 

 
 

HEDA Commissioner ________ introduced the following resolution and moved its 
adoption: 

 
RESOLUTION AUTHORIZING AND DIRECTING MAYOR  

AND CITY CLERK TO EXECUTE AND DELIVER A COOPERATIVE  
AGREEMENT BETWEEN THE COUNTY OF ST. LOUIS AND THE HERMANTOWN 

ECONOMIC DEVELOPMENT AUTHORITY 
 

Whereas, the Hermantown Economic Development Authority (“HEDA”) and the County of St. 
Louis (“County”) desire to cooperatively complete a transportation study (“Transportation Study”) in 
connection with the “Uptown Urban Design Master Plan”; and 

 
Whereas, the Transportation Study is anticipated to serve as the basis for future reconstruction of 

portions of Maple Grove Road in the City; and  
 
Whereas, HEDA would be responsible for fifty percent (50%) of the costs related to the professional 

services in connection with the Transportation Study of $25,000; and  
 
Whereas, the form of the proposed Cooperative Agreement attached hereto as Exhibit A; and  
 
WHEREAS, HEDA and County are authorized to enter such Cooperative Agreement pursuant to 

Minnesota Statutes § 471.59; and   
 
Whereas, HEDA Members have reviewed the proposed Cooperative Agreement and has determined 

that it is justified and considered desirable for the Authority to participate in in the Project.  
 

 NOW, THEREFORE, BE IT RESOLVED, by the Economic Development Authority of 
Hermantown, Minnesota, as follows: 
 

1. The Cooperative Agreement substantially in the form of the one attached hereto as Exhibit A 
is hereby approved.  

 
2. The President and Secretary are hereby authorized and directed to execute and deliver the 

Cooperative Agreement.  
 
 

Councilor ____________________ introduced the foregoing resolution and moved its adoption. 
 
 
 The motion for the adoption of such resolution was seconded by Commissioner 



____________________ and, upon a vote being taken thereon, the following voted in favor thereof: 
 
 

And the following voted in opposition thereto: 
 
 
 WHEREUPON, such resolution was declared duly passed and adopted. 
 
Dated this 22nd day of May, 2025. 

 
 

HEDA Administrator 



EXHIBIT A 
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 COOPERATIVE AGREEMENT 
BETWEEN 

 
ST. LOUIS COUNTY 

AND THE 
HERMANTOWN ECONOMIC DEVELOPMENT AUTHORITY 

 
THIS AGREEMENT is made and entered into between the COUNTY OF ST. LOUIS, a 
body politic and corporate existing under the laws of the State of Minnesota, hereinafter 
referred to as “St. Louis County”, and the HERMANTOWN ECONOMIC 
DEVELOPMENT AUTHORITY, an economic development authority created under 
Minnesota Statutes §469, hereinafter referred to as “HEDA”. 
 
WITNESSETH: 
 

WHEREAS, St. Louis County and HEDA desire to complete a transportation study 
as part of the Hermantown Uptown Urban Design Master Plan; and 
 
WHEREAS, the outcome of this transportation study is expected to serve as the 
basis for future improvements to Maple Grove Rd (CSAH 6); and  
 
WHEREAS, St. Louis County and HEDA have cooperatively determined it is 
necessary to secure an engineering consultant to provide planning and preliminary 
engineering services to support this transportation study; and 
 
WHEREAS, St. Louis County and HEDA have agreed to participate in this 
planning and preliminary engineering process as hereinafter set forth.  

 
THEREFORE, IT IS MUTUALLY AGREED AND UNDERSTOOD, the parties hereby 
agree as follows: 
 

1. HEDA shall procure an engineering consultant to provide planning and 
preliminary engineering services to support the transportation study for the 
Hermantown Uptown Urban Design Master Plan.  

 
2. HEDA shall perform all necessary administration of the engineering services 

agreement with the engineering consultant and shall administer the terms of the 
engineering services agreement to completion and final payment. St. Louis 
County shall pay to HEDA a flat fee in the amount of $500.00 for contract 
administration services rendered by HEDA for St. Louis County under this 
Agreement. 
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3. HEDA shall require the engineering consultant to provide invoices that account 
the engineering services fees to HEDA and St. Louis County for their respective 
share of the engineering services. Exhibit A includes a breakdown of the 
engineering services fees for HEDA and St. Louis County.  

 
4. St. Louis County’s cost participation shall be 100 percent of St. Louis County’s 

share of the engineering services rendered by the engineering consultant.  
 

5. HEDA’s cost participation shall be 100 percent of HEDA’s share of the 
engineering services rendered by the engineering consultant.  

 
6. Upon completion of the transportation study, St. Louis County shall pay to HEDA 

100 percent of St. Louis County’s share of the engineering services rendered by 
the engineering consultant, plus the contract administration fee, within 35 days of 
receipt of an invoice from HEDA. 

 
7. In the event that HEDA takes any action, except as authorized by this Agreement 

that results in lost time or efficiency or a delay of completion of the transportation 
study, HEDA shall bear the full financial responsibility for any claims or causes of 
action arising therefrom. 
 

8. In the event that St. Louis County takes any action, except as authorized by this 
Agreement that results in lost time or efficiency or a delay of completion of the 
transportation study, St. Louis County shall bear the full financial responsibility for 
any claims or causes of action arising therefrom. 

 
9. HEDA shall require the engineering consultant providing the planning and 

preliminary engineering services to name St. Louis County as an insured party in 
the amounts listed in the insurance requirements contained in the contract. 

 
10. HEDA shall indemnify, hold harmless and defend St. Louis County, its officers 

and employees against any and all liability, loss, costs, damages, expenses, 
claims or actions, including attorney's fees which St. Louis County, its officers or 
employees may hereafter sustain, incur or be required to pay, arising out of or by 
reason of any act or omission of HEDA, its agents, servants or employees, in the 
execution, performance, or failure to adequately perform HEDA’s obligations 
pursuant to this Agreement. 

 
 
 
 
 



Rev. 10-16-24 Cooperative Agreement 
St. Louis County and the Hermantown Economic Development Authority 

Planning and Preliminary Engineering Services for the 
Hermantown Uptown Urban Design Master Plan Transportation Study 

CP 0006-917329 
 

Page 3 of 6 
 

11. St. Louis County shall indemnify, hold harmless and defend HEDA, its officers 
and employees against any and all liability, loss, costs, damages, expenses, 
claims or actions, including attorney's fees which HEDA, its officers or employees 
may hereafter sustain, incur or be required to pay, arising out of or by reason of 
any act or omission of St. Louis County, its agents, servants or employees, in the 
execution, performance, or failure to adequately perform St. Louis County's 
obligations pursuant to this Agreement. 

 
12. Each party designates an authorized representative for the purpose of 

administering this Agreement. A party’s authorized representative has the 
authority to give and receive notices, and to make any other decision required or 
permitted by this Agreement. 

 
HEDA: St. Louis County: 
Chad Ronchetti Victor Lund, PE, PTOE 
Economic Development Director Traffic Engineer 
5105 Maple Grove Rd 4787 Midway Rd 
Hermantown, MN 55811 Duluth, MN 55811 
218-729-3600 218-625-3873 
cronchetti@hermantownmn.com lundv@stlouiscountymn.gov 

 
13. Any and all employees of St. Louis County, while engaged in the performance of 

any work or service which St. Louis County is specifically required to perform 
under this Agreement, shall be considered employees of St. Louis County only 
and not of HEDA. Any and all claims that may or might arise under the Workers 
Compensation Act of the State of Minnesota on behalf of said employees while 
so engaged and any and all claims made by any third parties as a consequence 
of any act, of said employees, shall be the sole obligation of St. Louis County. 

 
14. Any and all employees of HEDA, while engaged in the performance of any work 

or service which HEDA is specifically required to perform under this Agreement, 
shall be considered employees of HEDA only and not of St. Louis County. Any 
and all claims that may or might arise under the Workers Compensation Act of 
the State of Minnesota on behalf of said employees while so engaged and any 
and all claims made by any third parties as a consequence of any act of said 
employees shall be the sole obligation of HEDA. 

 
 
 
 
 
 

mailto:cronchetti@hermantownmn.com
mailto:lundv@stlouiscountymn.gov
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15. To the full extent permitted by law, actions by the Parties pursuant to this 
Agreement are intended to be and shall be construed as a "cooperative activity" 
and it is the intent of the Parties that they shall be deemed a "single 
governmental unit" for the purpose of liability, as set forth in Minnesota Statutes, 
Section 471.59, Subd. 1a; provided further that for purposes of that statute, each 
Party to this Agreement expressly declines responsibility for the acts or 
omissions of the other Party. 

 
16. This Agreement may be terminated only as follows: 

 
a. At any time by mutual agreement of the parties.  

 
b. By any party at any time upon 30 days notice in the event of default by a 

party, provided however that such termination shall not be effective if the 
defaulting party cures such default by the end of the 30-day notice period. 
In the event of such termination, St. Louis County and HEDA shall be 
entitled to pro-rata payment for work and services performed up to the 
effective date of such termination. 

 
 

REMAINDER OF PAGE INTENTIONALLY LEFT BLANK 
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HERMANTOWN ECONOMIC 
DEVELOPMENT AUTHORITY 
 
 
By: _____________________________ 
                     President 
 
Date: ___________________________ 
 
 
 
By: _____________________________ 
                     Executive Director 
 
Date: ___________________________ 
  
 
 

COUNTY OF ST. LOUIS 
 
 
 
___________________________________ 
Director, Public Works & 
Transportation/County Highway Engineer 
 
 
Date 
 
 
___________________________________ 
Board Chair 
 
 
Date 
 
 
___________________________________ 
County Auditor 
 
 
Date 
 
 
 
APPROVED AS TO FORM 
 
 
___________________________________ 
Assistant County Attorney 
 
 
Date 
 
St. Louis County Contract Number: 
 
___________________________________ 
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Exhibit A 
 

Agency Description of Services Estimated 
Fee 

Hermantown 
Economic 
Development 
Authority 

Planning and preliminary engineering services to 
support a transportation study as part of the 
Hermantown Uptown Design Master Plan 

$25,000.00 

St. Louis County 
Planning and preliminary engineering services to 
support a transportation study as part of the 
Hermantown Uptown Design Master Plan 

$25,000.00* 

Total $50,000.00 
*Not-to-exceed fee for St. Louis County.  
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Hermantown Economic Development Authority 

 
HEDA’s mission is to intentionally lead economic growth, creating a vibrant and prosperous community. 

 

HEDA MEETING DATE: May 22, 2025 

 

TO: HEDA Commissioners 

FROM: Chad Ronchetti, Economic Development Director 

SUBJECT:   Business Subsidy Policy 

 
 

☒ RESOLUTION:  ☐ WORK SESSION   ☐ OTHER:  

 
REQUESTED ACTION 

 

Adopt the Amended and Restated Business Subsidy Policy, including the addended Tax Abatement and 

Tax Increment Financing Policies.  

 

 
BACKGROUND 

The City of Hermantown, often through the Economic Development Authority, has a history of utilizing 

business subsidies as a tool for economic development, working to preserve and create jobs, enhance the 

tax base, and promote the general welfare. The City's Business Subsidy Policy was initially adopted in 

2013. Housing was included through an amendment to the Policy 2022.  

The overarching intent and purpose of these policies is to create consistency in how subsidy applications 

are considered and ultimately awarded, while also providing potential applicants with city priorities and 

clarity. 

The attached proposed policies represent a comprehensive effort to review, update, modernize, and 

consolidate the framework guiding the provision of business subsidies, ensuring transparency, consistency, 

and alignment with current state requirements and the City's economic development objectives. The Tax 

Abatement and Tax Increment Financing policies are intended to be subordinate to the principle Business 

Subsidy Policy. 

STATUTE REQUIREMENTS 

The provision of business subsidies by Minnesota cities and economic development authorities is governed 

by state law, primarily the Minnesota Business Subsidy Act (Minnesota Statutes, Sections 116J.993 to 

116J.995). This act defines what constitutes a business subsidy, establishes requirements for subsidy 

agreements, sets reporting obligations for both the grantor and recipient, and outlines conditions under 

which job and wage goals must be met. 

Under the Business Subsidy Act, municipalities that provide business subsidies are specifically required to 

create and adopt a written business subsidy policy. This policy must include certain elements as defined by 

the statute, including: 

• A definition of "business subsidy" consistent with state law. 

• A statement of the public objectives the municipality intends to achieve with business subsidies. 

• Criteria for determining whether to provide a business subsidy. 

• Provisions requiring a written agreement with the recipient. 
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Hermantown Economic Development Authority 

 
HEDA’s mission is to intentionally lead economic growth, creating a vibrant and prosperous community. 

 

• Provisions for monitoring the recipient's compliance with the agreement. 

• Provisions for remedies if the recipient fails to comply with the agreement. 

Additionally, the proposed policies are guided by statutes specific to the financing tools they address: 

• Tax Abatement Financing (TAF) is governed by the Minnesota Tax Abatement Act (Minnesota 

Statutes, Sections 469.1812 to 469.1815). 

• Tax Increment Financing (TIF) is governed by the Minnesota Tax Increment Financing Act 

(Minnesota Statutes, Sections 469.174 to 469.1794). 

These state statutes provide the legal framework and specific requirements that the City's policies must 

adhere to, including limitations on the use of these tools, eligible activities, application processes, and 

reporting 

OVERARCHING POLICY OBJECTIVES 

These policies aim to provide a clear and consistent framework for evaluating and administering business 

subsidy requests in Hermantown. 

Business Subsidy Policy (BSP):  

• This serves as the overarching policy document. 

• Because HEDA assumes primary responsibility for development activities within the City of 

Hermantown, HEDA is designated as the Administrator of the policies and acts as the 

recommending body to the City Council when the City is the Grantor 

• Establish a unified framework for all business subsidies provided by the City and EDA. 

• Define key terms related to business subsidies. 

• Set forth general criteria that projects must meet to be considered for assistance, including 

demonstrating public purpose and financial need. 

• Outline minimum job creation/retention and wage goals, while allowing for flexibility based on 

project objectives. 

• Detail the application process, requirements for recipients, and recapture provisions. 

• Ensure compliance with the Minnesota Business Subsidy Act. 

Tax Abatement Financing (TAF) Policy:  

• This policy is an addendum to the BSP, specifically addressing the use of Tax Abatement 

Financing. 

• Providing specific criteria for TAF projects, in addition to the general BSP criteria. 

• Limiting the use of TAF to priority geographies within the City. 

• Outlining the specific application and approval process for TAF requests. 

• Ensuring compliance with the Minnesota Tax Abatement Act and the Business Subsidy Act. 

Tax Increment Financing (TIF) Policy:  

• This policy is also an addendum to the BSP, focusing on the use of Tax Increment Financing. 

• Establish specific criteria for projects seeking TIF, in addition to the general BSP criteria. 

• Limit the creation of TIF districts and the use of TIF to priority geographies. 

• Detail the application and approval process for TIF, including the creation of TIF plans. 

• Ensure compliance with the Minnesota Tax Increment Financing Act and the Business Subsidy 

Act, including reporting requirements to the State Auditor. 
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KEY CHANGES FROM PREVIOUSLY ADOPTED POLICY 

• Policy Framework and Administration: 

o Creates an overarching framework, with specific policies like Tax Abatement Financing 

(TAF) and Tax Increment Financing (TIF) being addendums.    

o The Hermantown Economic Development Authority (HEDA) is named the administrator 

and recommending body because the EDA assumes primary responsibility for 

development activities within the City. 

o Establishes that any requested subsidy be the minimum amount needed for project 

feasibility 

• Public Purpose: 

o Generally, creates a shift from relatively few broad economic development goals almost 

exclusive to tax base growth towards a wider array of specific community and economic 

objectives. Places greater focus on job quality, housing, economic diversification, and 

achieving specific redevelopment or community goals. 

• Application and Review Process  

o Eliminates the Fast Track Committee and removes the City Administrator from reviews. 

o Introduces a requirement that the requested subsidy must be the minimum amount needed 

to make the project feasible.  

o Applicants are now explicitly responsible for associated legal, financial, and consultant 

costs. 

o Establishes job creation and wage goals: 

▪ a minimum of 5 FTE jobs (created/retained) is required for consideration 

▪ the minimum wage is raised to 135% of the state minimum wage, up from the 

federal minimum wage.  

▪ flexibility is added to set job/wage goals to zero if not a primary project purpose 

These policies, if adopted, will guide staff, the EDA, and the City Council in making informed decisions 

regarding business subsidy requests. They will also provide clarity and predictability for developers and 

businesses seeking subsidy support, ultimately promoting economic development aligned with the City's 

goals while adhering to state legal requirements. 

 

 
SOURCE OF FUNDS (if applicable) 

 

 
ATTACHMENTS 

 

Amended and Restated Business Subsidy Policy 

Tax Abatement Financing Policy 

Tax Increment Financing Policy 
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Business Subsidy Policy 
 
This Business Subsidy Policy (BSP) serves as the overarching framework and governing document for all 
business subsidies provided by the City of Hermantown, Minnesota and its related entities, including the 
Economic Development Authority (EDA). Because the EDA assumes primary responsibility for 
development activities within the City of Hermantown, the EDA will serve as the administrator of the 
BSA and all other program-specific subsidy policies. All program-specific policies, such as the Tax 
Abatement Financing (TAF) and Tax Increment Financing (TIF) Policies, are addendums to this BSP and 
must comply with the principles and requirements of the BSP in addition to applicable state statutes. 

The intent of this policy is to establish the City of Hermantown's guidelines for providing Business 
Subsidy to a business or developer. Meeting the criteria within this policy does not guarantee a project 
will be approved, nor does it create any contractual rights on the part of the business or developer 
requesting assistance. Any Business Subsidy identified under Minnesota Statutes, Sections 116J.993 
through 116J.995 as a "Business Subsidy" is covered under this policy. 

A. Definitions 

Benefit Date: means the date that the recipient receives the Business Subsidy. If the Business Subsidy 
involves the purchase, lease, or donation of physical equipment, then the Benefit Date begins when the 
recipient puts the equipment into service. If the Business Subsidy is for improvements to property, then 
the Benefit Date refers to the earliest date of either: 

• when the improvements are finished for the entire project; or 
• when a business or developer occupies the property. 

 
Business Subsidy: means as defined in the Business Subsidy Act, including a City or EDA grant, 
contribution of personal property; real property; infrastructure; the principal amount of a loan at rates 
below those commercially available to the Recipient; any reduction or deferral of any tax or any fee; any 
guarantee of any payment under any loan, lease, or other obligation; or any preferential use of 
governmental facilities given to a business. Certain forms of financial assistance set forth in Section 
116J.993, subd. 3 of the Business Subsidy Act are not considered a Business Subsidy, including any of the 
items listed above that result in a subsidy of less than $150,000 shall not be considered a Business 
Subsidy under this policy. 

Business Subsidy Act: means Minnesota Statutes, Sections 116J.993 to 116J.995, as amended. 

City: means the City of Hermantown. 
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Criteria: means those elements considered by the Grantor as a guide in the consideration of each 
requested Business Subsidy. Meeting the Criteria does not mean that a project will automatically be 
approved nor does it create any contractual rights on the part of any applicant. 

Development Agreement: means a document between the Grantor and Recipient outlining the terms 
and conditions under which the Business Subsidy will be provided. 

Grantor: means the City or EDA as defined herein. 

EDA: means the Economic Development Authority in and for the City of Hermantown. 

Recipient: means any for-profit business entity or any nonprofit business entity meeting the 
requirements of Section 116J.993, subd. 6 of the Business Subsidy Act that receives a Business Subsidy. 

Subsidy Agreement: means an agreement between a Grantor and a Recipient that meets the 
requirements of Section 116J.994, subd. 3 of the Business Subsidy Act. The Subsidy Agreement may be 
incorporated into a broader Development Agreement for a project. 

B. Business Subsidy Criteria 

The Criteria set forth in this section establishes minimum requirements that a Recipient must meet in 
order to be eligible to receive a Business Subsidy. Meeting all or a majority of the criteria, however, does 
not mean that a Business Subsidy will be awarded or denied by the Grantor. 

Grantor reserves the right to approve or reject a Business Subsidy at its discretion, based on the merits 
of the project and the overall benefit to the community, using the criteria as a means of measuring 
overall benefit. 

Criteria are as follows: 

• The request for Business Subsidy must meet a "public purpose." The public purpose may not be 
limited to an increase in tax base. Examples of public purposes are contained in Section I. 

• The project is not financially feasible without the Business Subsidy. 
• The Recipient's request for Business Subsidy must be for the minimum amount of subsidy and 

duration of time required to make the project financially feasible. 
• Developers or businesses receiving a Business Subsidy shall be in compliance with the 

requirements of state and local law, including conformance with the Comprehensive Plan and 
zoning ordinance of the City. 
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• A Grantor can conditionally approve a request for Business Subsidy if changes in the 
Comprehensive Plan, the zoning ordinance or other local laws or policies are under active 
consideration by the Grantor. 

• The Recipient must demonstrate the ability to develop the type and size of project proposed to 
the satisfaction of the Grantor. 

• Upon request, the Recipient must provide a pro forma showing all sources and uses of funds, 
market and financial feasibility studies, appraisals, environmental reports (if applicable), 
information provided to private lenders regarding the project, or other information or data that 
the Grantor, or its financial advisor, requests in order to independently determine the need for a 
Business Subsidy. 

• The project will not significantly and adversely increase the demands for public services or 
public facilities in the City unless plans to mitigate the project's impact are approved. 

• The granting or denial of a request for Business Subsidy is at the sole discretion of the Grantor. 

C. Job and Wage Goals 

Unless the creation of jobs is removed from a particular project pursuant to the requirements of the 
Business Subsidy Act, the creation of jobs is a public purpose for granting a subsidy. 

Creation of at least 5 Full-Time Equivalent (FTE) jobs (retained or created) is a minimum requirement for 
consideration of assistance. The goals for the number of jobs to be created or retained must result in job 
creation or retention by the Recipient within the Grantor's jurisdiction overall. 

Notwithstanding the above, the wage and job goals may be set at zero if the Grantor determines that 
creation or retention of jobs is not a public purpose objective for the project. 

The floor for wages to be paid in jobs created shall be not less than 135% of Minnesota State minimum 
wage. The City will seek to create jobs with higher wages as appropriate for the overall public purpose 
of the subsidy. 

Wage goals may also be set to enhance existing jobs through increased wages, which increase must 
result in wages higher than the minimum under this Section. 

The wage and job goals set forth in this section must be satisfied within two years of the Benefit Date. 

D. Requirements for Business Subsidy Recipients 

The Recipient of a Business Subsidy must satisfy the following requirements: 
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• The Recipient must retain ownership of the project at least until the project is completed, a 
certificate of occupancy is obtained (as applicable), and the business is operational. 

• The Recipient or successor must continue operations at the site where the Business Subsidy is 
used for at least five years from the Benefit Date. 

• The Recipient of a Business Subsidy or its successor must meet the wage and job goals set forth 
above. 

• Recipients are subject to recapture provisions in case of default or non-compliance with the 
terms of the Business Subsidy Agreement (as outlined below) or policy and potentially further 
specified in program-specific policies (e.g., TAF Policy). Default or non-compliance 
considerations may include but are not limited to: 

o Sale or refinance of a facility that does not comply with the terms of this policy or the 
executed Business Subsidy Agreement. 

o Closure of the business that results in departure of the company from the jurisdiction. 
o Significant change in the use of a facility and/or the business activities of the company. 
o Significant employment reductions not reflective of the company’s (normal) business 

cycle and/or local and national economic conditions. 
o Failure to achieve the minimum number of net new jobs and wage levels as specified in 

the BSP, or Business Subsidy Agreement,  
o Failure to comply with annual reporting requirements. 

E. Application Process 

• Businesses or developers seeking a Business Subsidy must complete an application for 
assistance. The specific required documentation may vary depending on the type of subsidy 
sought and are subject to the program-specific policies. 

• The Grantor may request additional information from the developer or business to determine 
whether the request for a Business Subsidy is consistent with the Grantor's policies. Failure to 
provide requested information may result in denial of the request for a Business Subsidy. 

• For a Business Subsidy subject to Section 116J.994, subd. 5 of the Business Subsidy Act (those 
Business Subsidies exceeding $150,000), the Grantor must hold a public hearing with a public 
notice published in the official newspaper at least ten days before the public hearing. 
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F. Business Subsidy Agreements 

Any Recipient receiving a Business Subsidy is required by the Business Subsidy Act to enter into a 
Subsidy Agreement with the Grantor outlining the terms and conditions under which the Business 
Subsidy will be provided. 

The Business Subsidy Agreement must be approved by the governing body of the Grantor. Because the 
EDA assumes primary responsibility for development activities within the City of Hermantown, the EDA 
will serve as the recommending body for City Council’s approval for subsidies where the City is the 
Grantor. 

The Business Subsidy Agreement must be executed by both the Grantor and the Recipient and comply 
with the provisions of Section 116J.994, subdivisions 3 and 6 of the Business Subsidy Act. 

G. Fees 

All applicants will be responsible for any legal, financial, consultant and other costs associated with the 
review of the application. Specific application fees or escrow requirements may be detailed in program-
specific policies. The City will provide the applicant with an estimate of the potential costs attributable 
to the project prior to submittal of the application.   

H. Reports 

The Recipient and Grantor must comply with the annual reporting requirements set forth in Section 
116J.994, subd. 7 and 8 of the Business Subsidy Act. 

I. Examples of Subsidy Public Purposes 

Grantors may consider the following public purposes, among others, when considering the applicant's 
request: 
● The project will preserve or increase the City's tax base. 
● The project provides a service or meets a consumer need not currently met or which is 

underserved in the City. 
● The project represents a significant investment in an area of the City that is economically 

depressed. 
● Encourage the removal of blight or the rehabilitation of a high profile or priority site. 
● The project will enhance the value of surrounding properties, stabilize the area, or foster a "sense 
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of place" improvements requested by the City. 
● The project will anchor a needed commercial center in the City. 
● The project will enhance the viability of other businesses in the City. 
● The project will assist in the orderly growth of the City and generate significant economic spin off. 
● The project will prevent the closure of businesses due to merger, physical expansion, change in 

market or economic factors, downsizing, and other factors of business needed in the community. 
● A Business Subsidy will permit the project to be of a higher quality, employ more people, pay 

higher wages, or in some way be of more value to the City. 
● The project will include or offset the costs associated with necessary environmental clean-up or 

other increased costs of redevelopment (i.e., contaminated site clean-up, demolition expenses, 
etc.) over and above the costs normally incurred in development. 

● To enhance and diversify the City of Hermantown’s economic base. 
● To facilitate the development process to achieve development on sites which would not be 

developed without assistance or would not be developed at a level of quality acceptable to the 
Council and the Community. 

● To encourage (re)development of commercial and industrial areas in the City that result in high 
quality (re)development and private investment. 

● To create housing opportunities. 
● To retain local jobs or increase the number and diversity of jobs that offer stable employment 

and/or attractive wages and benefits, in accordance with the job and wage goals set forth in 
Section C of the Business Subsidy Policy. 

● To finance the costs associated with public infrastructure and public facilities. 
● To contribute to the implementation of other public policies or goals as adopted by the City, such 

as the promotion of quality architectural design, enhanced recreational opportunities, and 
decreasing capital and/or operating costs of local government. 
 

NOTE: By state law, increasing the tax base may not be solely used as a public purpose, nor can job 
retention be used unless job loss is specific and demonstrable. 
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Tax Abatement Policy 
 
This Tax Abatement Policy (TAF Policy) is an addendum to the City of Hermantown's Business Subsidy 
Policy (BSP) and is specifically applicable to the use of tax abatement as a form of Business Subsidy. The 
BSP is the governing and ruling policy for all Business Subsidies provided by the City and/or the EDA. 
Please refer to the BSA for definitions, general criteria, job and wage goals, general requirements, and 
examples of subsidy public purposes.  

This TAF Policy outlines the specific criteria, process, and requirements for Tax Abatement Financing 
(TAF) projects, which must also comply with all general requirements set forth in the BSP, as well as 
applicable state statutes, including the Minnesota Tax Abatement Act (Minnesota Statutes, Section 
469.1812 to 469.1815, as amended) and the Business Subsidy Act (Minnesota Statutes, Section 116J.993 
to 116J.995, as amended). 

In the City of Hermantown, the City is the Grantor (as defined in the BSP) for TAF projects and the 
Economic Development Authority for the City of Hermantown (EDA) is the recommending body. 
Administration of this policy shall be the responsibility of the EDA. The term “City” as used in this policy 
shall include both the City of Hermantown and the EDA. 

TAF in this context is a rebate of taxes, rather than an exemption from paying property taxes. TAF will be 
provided to private developers as a reimbursement upon receipt of taxes by the City, otherwise referred 
to as the “pay-as-you-go” method. 

The City retains the sole and absolute discretion to grant or deny any request for TAF for any reason. 
The City shall have the option of amending or waiving sections of this policy if it has determined that the 
total economic benefit exceeds this policy’s intent, provided such waivers do not conflict with the 
governing Business Subsidy Policy or state law. 

A request for TAF meeting this policies criterion does not guarantee the award of TAF to a project. 
Approval or denial of one project is not intended to set precedent for approval or denial of another 
project. 

As a matter of adopted policy, TAF will be limited to priority geographies within the City of Hermantown. 
Priority areas are identified in Exhibit A (TAF Eligible Area). 
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Evaluation Criteria 

The decision to use TAF for a project will be based on the following criteria, in addition to meeting all the 
general Business Subsidy Criteria outlined in Section B of the governing Business Subsidy Policy: 

• The project shall comply with all provisions set forth in Minnesota’s Tax Abatement Law, 
(Minnesota Statutes 469.1812 to 469.1815) as amended. 

• The use of tax abatement will be limited to: 
o Industrial, manufacturing, & commercial development, expansion, redevelopment, or 

rehabilitation; 
o Retail 
o Housing 

 For sale single family housing with ownership availability of 115% of statewide 
median income. 

 Multi-family housing of 4 or more units 
• Public infrastructure 
• In any given calendar 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 other applicable limitations 
existing in current law. 

• Tax abatement cannot be granted for any period while the property is located in a tax increment 
financing district. 

Application Process 

Businesses or developers seeking TAF must follow the application process outlined in Section G of the 
Business Subsidy Policy. Applications must identify it as an application for TAF. 

All TAF applications must include: 

• A letter formally requesting TAF from the City of Hermantown. 
• A completed application for tax abatement with all supporting material attached. 
• A nonrefundable application fee of $500. 

The actual cost of searches, credit reports, filing fees, and legal fees will be paid directly by the 
applicant. A Reimbursement Agreement for cash escrow may be required. 

Fees will be waived if the City serves as developer. 

An independent financial analysis by the City’s public financing consultant may be requested, the cost of 
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which will be the responsibility of the applicant. 

Approval Process 

The approval process for TAF follows the general process and requirements outlined in Section E of the 
governing Business Subsidy Policy and must adhere to the requirements of Minnesota Statutes 469.1813 
as amended. 

Subsidy Agreement and Annual Reporting Requirements 

Projects granted TAF are subject to the Subsidy Agreement requirements (Section E) and Annual 
Reporting Requirements (Section I) as set forth in the governing Business Subsidy Policy and Minnesota 
Statutes 116J.993 and 116J.994, as amended. See the City’s Business Subsidy Policy for additional 
information. 



  Legend:

Exhibit A
TAF Eligible Area

City of Hermantown
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Tax Increment Financing Policy 
 
This Tax Increment Financing Policy (TIF Policy) is an addendum to the City of Hermantown's (the “City”) 
Business Subsidy Policy (BSP) and is specifically applicable to the use of tax increment financing as a 
form of Business Subsidy. The BSP is the governing and ruling policy for all Business Subsidies provided 
by the City and/or the Economic Development Authority for the City of Hermantown (the “EDA”). Please 
refer to the BSP for general criteria, job and wage goals, general requirements, and examples of subsidy 
public purposes. 

This TIF Policy outlines the specific criteria, process, and requirements for projects seeking Tax 
Increment Financing (TIF), which must also comply with all general requirements set forth in the BSP, as 
well as applicable state statutes, including the Minnesota Tax Increment Financing Act (Minnesota 
Statutes, Sections 469.174 to 469.1794, as amended) and the Business Subsidy Act (Minnesota Statutes, 
Sections 116J.993 to 116J.995, as amended). 

In the City of Hermantown, the City is responsible for all TIF districts, including approving, establishing 
and managing all TIF districts (defined below) within its jurisdiction; Because the EDA assumes primary 
responsibility for development activities within the City of Hermantown, the EDA is the recommending 
body for TIF districts and associated projects. Administration of this policy shall be the responsibility of 
the EDA.  

TIF is a method of financing associated with public improvements and real estate development by 
capturing the increase in property taxes resulting from new development within a defined geographic 
area (a “TIF district”). These captured increases in property tax, referred to as tax increment, are used to 
pay for TIF-eligible costs of development or redevelopment. The City may issue public bonds, dedicating 
the tax increment toward repayment, or it may elect to provide TIF through the "pay-as-you-go" 
method, where TIF will be provided to private developers as a reimbursement upon receipt of taxes by 
the City. The amount of TIF available, the uses of tax increment, and other details regarding the terms of 
any proposed TIF district will be contemplated in a TIF Plan, which must be approved by City Council.  

The City retains the sole and absolute discretion to grant or deny any request for TIF for any reason. The 
City shall have the option of amending or waiving sections of this policy if it has determined that the 
total economic benefit exceeds this policy’s intent, provided such waivers do not conflict with the 
governing Business Subsidy Policy or state law. Meeting this policy's criterion does not guarantee the 
award of TIF to a project. Approval or denial of one project is not intended to set precedent for approval 
or denial of another project. 

As a matter of adopted policy, the creation of TIF districts and the use of TIF will be limited to priority 
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geographies within the City of Hermantown. Priority areas are identified in Exhibit A (TIF Eligible Area). 

Evaluation Criteria 

The decision to use TIF for a project will be based on the following criteria, in addition to meeting all the 
general Business Subsidy Criteria outlined in Section B of the governing Business Subsidy Policy: 

• The project shall comply with all provisions set forth in the Minnesota Tax Increment Financing 
Act (Minnesota Statutes, Sections 469.174 to 469.1794), as amended. 

• The use of tax increment financing will be considered for projects that align with the authorized 
types of TIF districts and eligible activities under Minnesota Statutes, Sections 469.174 to 
469.1794. These may include: 

o Redevelopment Districts: To finance costs associated with the redevelopment of 
blighted areas, requiring that a significant percentage of the land parcels and buildings 
meet specific criteria for substandard conditions (Minn. Stat. § 469.174, Subd. 10). 

o Housing Districts: To assist with projects intended for occupancy, in part, by persons or 
families of low and moderate income, with limitations on the amount of nonresidential 
space (Minn. Stat. § 469.174, Subd. 11). 

o Economic Development Districts: To assist with projects that increase the tax base and 
create employment, typically for manufacturing, processing, warehousing, storage, 
distribution, telemarketing, and tourism facilities (Minn. Stat. § 469.174, Subd. 12). 

o Renewal and Renovation Districts: Similar to redevelopment districts but with different 
criteria focused on inappropriate and obsolete land use (Minn. Stat. § 469.174, Subd. 
10a). 

o Soils Condition Districts: To finance costs associated with the remediation of hazardous 
substances, pollution, or contaminants (Minn. Stat. § 469.174, Subd. 19). 

o Public Infrastructure: TIF can be used to finance public improvements that are directly 
related to the development project and are eligible under the specific TIF district type 
(Minn. Stat. § 469.176). 

The creation of a TIF district requires certification of the original tax capacity and the capture of 
increased property taxes (tax increment) resulting from the development (Minn. Stat. § 469.177). The 
use of tax increment is subject to limitations on expenditure and duration as specified in Minnesota 
Statutes, Sections 469.174 to 469.1794 (Minn. Stat. § 469.176). 

Application Process 

Businesses and developers seeking TIF must follow the application process outlined in Section E of the 
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Business Subsidy Policy. Applications must identify it as an application for TIF. 

All TIF applications must include: 

• A letter formally requesting TIF from the City of Hermantown. 
• A completed application for tax increment financing with all supporting material attached. 
• A nonrefundable application fee of $2,000. A Reimbursement Agreement for cash escrow will be 

required, and the actual cost of searches, credit reports, filing fees, and legal fees will be paid 
directly through escrow funds.  Fees will be waived if the City or EDA serves as the applicant. 

• An independent financial analysis by the City’s public financing consultant may be requested, 
the cost of which will be the responsibility of the applicant. 

Approval Process 

The approval process for TIF follows the general process and requirements outlined in Section E of the 
governing Business Subsidy Policy and must adhere to the requirements of Minnesota Statutes, Sections 
469.174 to 469.1794, including the requirements for establishing and modifying TIF plans. The City 
Council must have final approval in the creation of the TIF district and the TIF Plan (Minn. Stat. § 
469.175). Applicant will reimburse the City for the cost of creating a TIF Plan, unless this requirement is 
waived; the City will secure approval from the applicant before proceeding with the TIF Plan. 

Subsidy Agreements and Annual Reporting Requirements 

Projects granted TIF are subject to the Subsidy Agreement requirements (Section F of the BSP) and 
Annual Reporting Requirements (Section H of the BSP) as set forth in the governing Business Subsidy 
Policy and Minnesota Statutes, Sections 116J.993 and 116J.994, as amended. 

Additionally, all TIF districts are subject to annual financial reporting requirements to the State Auditor 
in accordance with Minnesota Statutes, Section 469.175, subdivision 1. The State Auditor also has the 
authority to examine and audit the use of TIF to ensure compliance with the law (Minn. Stat. § 
469.1771). 

See the City’s Business Subsidy Policy for additional information. 



  Legend:

Exhibit A
TIF Eligible Area

City of Hermantown
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