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YELLOW MEDICINE COUNTY, MINNESOTA 
CAPITAL IMPROVEMENT PLAN/ 
GENERAL OBLIGATION BONDS 

 
 
CAPITAL IMPROVEMENT PLAN 
 
Minnesota Statutes, Section 373.40, allows Counties to plan for and finance the "acquisition or betterment 
of public lands, buildings, or other improvements within the county for the purpose of a county 
courthouse, administrative building, health or social service facility, correctional facility, jail, law 
enforcement center, hospital, morgue, library, park, qualified indoor ice arena, roads and bridges, and the 
acquisition of development rights in the form of conservation easements under chapter 84C.” An 
improvement must have an expected useful life of five years or more to qualify. 
 
The law requires that a Capital Improvement Plan be prepared which must cover at least the five-year 
period beginning with the date of the Plan's adoption. The Plan must set forth: 
 

1) the estimated schedule, timing and details of specific capital improvements; 
2) estimated cost of the capital improvements identified;  
3) the need for the improvements; and 
4) the source(s) of revenues needed to pay for the improvements. 

 
Approval of the Capital Improvement Plan and annual amendments must be approved by the County 
Board after a noticed public hearing.  
 
 
GENERAL OBLIGATION CAPITAL IMPROVEMENT PLAN BONDS 
 
This statute also authorizes the issuance of General Obligation Capital Improvement Bonds to finance 
capital improvements identified in the Plan. The County must publish a notice of intent to issue the Bonds 
and the date and time of a hearing for public comment. The issuance of the Bonds is subject to reverse 
referendum; i.e., if a petition requesting a vote on the issuance is signed by voters equal to 5% of the 
votes cast in the County in the last general election and filed with the County Auditor within 30 days after 
the public hearing on the bonds, a vote must be held. If no petition is filed, the County may proceed with 
the issuance of bonds. 
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COUNTY BOARD'S ROLE 
 
The issuance of bonds must receive a 3/5 vote of a County Board in counties outside the metropolitan 
area. The County Board must also consider the following for each project and for the overall plan: 
 

1) The condition of the County's existing infrastructure, including the projected need for repair or 
replacement 
 
The Yellow Medicine County Courthouse, which was built in the 1890s, can no longer meet the 
needs of the citizens of the County. The building has undergone remodeling to the point the 
historical value is nominal.  The County conducted two Facility Studies to determine the cost of 
up-grading the mechanical systems while remodeling the building to meet required needs for 
security, handicap accessibility, and adequate space for county functions and services.  According 
to the Studies, the cost to upgrade the physical plant including doors, windows, HVAC, etc. 
would be a minimum of $2,500,000.  This did not include the cost of remodeling or the expense 
to address the needs cited above.  
 

2) The likely demand for the improvement;  
 
The citizens of Yellow Medicine County have a right to safe and accessible facilities.  One of the 
main functions of the Courthouse is to house the Court Services.  This includes the 
Administrative offices in addition to Courtroom accommodations.  Of significant concern is the 
absence of security for all individuals involved in the Court process.  Secondly, the building has 
inadequate accessibility for those persons with mobility disabilities.  Last, there is a desire to 
create efficiencies in service delivery by consolidating justice related services in one building. 
 

3) The estimated cost of the improvement;  
 
Yellow Medicine County is proposing to construct a new building that will serve the needs of the 
Courts, County Attorney, Sheriff’s Offices, Granite Falls Police Department, Six West 
Community Corrections Officers and our IT Department.  Based on a Space Analysis conducted 
by Wold and Associates the estimated space required is 21,000 square feet.   
 
The project costs include: 
 Project and Construction costs*:      $4,935,000  
 Demolition of existing building and creation of a parking lot:    $   150,000 
 Contingencies, Fixtures/Furniture/Equipment costs:   $   750,000 
 Total Cost Estimate       $5,835,000 
 

*Based on Industry and Market Data indicating a cost of $235/SF. 
 

4) The available public resources;  
 
Yellow Medicine County’s Comprehensive Fund Balance Policy stipulates the County must 
maintain unassigned fund balance for cash flow needs in a range equal to five months to one year 
of General Fund operating expenditures.  Due to the redemption of the Series 2005 General 
Obligation Bonds and anticipated budget deficits, there are limited excess reserves available for 
capital improvement expenditures.  Therefore, the County’s cash on hand is not a sufficient 
resource for this proposed project. 
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Yellow Medicine County does not qualify for, or is not aware of any, grants available to assist 
with capital funding needs. 
 

5) The level of overlapping debt in the County; (See Appendix C) 
 

6) The relative benefits and costs of alternative uses of the funds;  
 
The sole objective for the CIP bond issue is for a new Courthouse building.  The County does not 
have any alternative plans that would require CIP bonding for funds. 
 

7) Operating costs of the proposed improvements; and  
 
The County proposes to demolish the existing building so as to avoid any duplicative operating 
costs. The cost of operating and maintaining a new building are not known, however, the design 
will be such as to maximize energy efficiencies and strategic use of space. In addition, use of 
shared space will result in a reduction in expenses on an on-going basis. 
 

8) Alternatives for providing services more efficiently through shared facilities with other counties 
or local government units. 
 
In addition to the shared space already discussed the County researched the concept of shared 
Court Services, however the MN Statutes require every county in the state to provide a 
Courthouse in which citizens may seek justice at the local level. 

 
DOLLAR LIMITATION ON LEVY FOR BONDS/DEBT LIMIT/CURRENT G.O. DEBT 
 
The County has a limit on the total amount of principal and interest payments for Capital Improvement 
Bonds which can be payable in any one year. This levy limit is .12% of the County's estimated market 
value. The estimated market value of the County for taxes collected in 2014 is $3,204,069,000. This 
results in maximum annual debt service allowable of $3,844,882 for General Obligation Capital 
Improvement Bonds outstanding at any time. 
 
The statutory debt limit of the County (for all general obligation bonds outstanding and lease purchases in 
excess of $1 million which are payable entirely from property taxes unless exempt from debt limit) is 3% 
times the estimated market value based upon Yellow Medicine County's value for taxes collectible in 
2014 or $96,122,070. 
 
Currently, Yellow Medicine County has $0 of debt outstanding which counts against the County’s debt 
limit, leaving unused County debt limit of $96,122,070.  After this issue the unused County debt limit will 
be $90,167,070. 
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CAPITAL IMPROVEMENT PROJECTS 
 
 

The expenditures to be undertaken with this Capital Improvement Plan (CIP) are limited to 
those listed below.  All other foreseeable capital expenditures within the municipal 
government will come through other means.  The following expenditures have been 
submitted for inclusion in this CIP: 

 
2014 Projects 
 

 County Courthouse:  It has been determined that the County Courthouse, which was 
built in the 1890s, can no longer meet the needs of the citizens of the County.  There 
is therefore a need to construct a new building to house the Court Services, as well as 
serve the needs of the County Attorney, Sheriff’s Offices, Granite Falls Police 
Department, Six West Community Corrections Officers and IT Department. 
 
The proposed building would be constructed at an estimated cost of $5,835,000.  
Planning and construction are expected to occur from 2014 to 2016. Exhibit A 
outlines the Sources and Uses of the bond proceeds.  The County anticipates paying 
the debt service with an ad valorem property tax levy. 

 
2015 Proposed Projects 
 

 None planned 
 
 
 
2016 Proposed Projects 
 

 None planned 
 
 
 
2017 Proposed Projects 
 

 None planned 
 
 
 
2018 Proposed Projects 
 

 None planned 
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EXHIBIT A 
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EXHIBIT A (Cont.) 
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APPENDIX A 
 
2013 Minnesota Statutes 
 
373.40 CAPITAL IMPROVEMENT BONDS. 
 
Subdivision 1.Definitions. 
For purposes of this section, the following terms have the meanings given. 

(a) "Bonds" means an obligation as defined under section 475.51.  
 
(b) "Capital improvement" means acquisition or betterment of public lands, buildings, or 
other improvements within the county for the purpose of a county courthouse, 
administrative building, health or social service facility, correctional facility, jail, law 
enforcement center, hospital, morgue, library, park, qualified indoor ice arena, roads and 
bridges, public works facilities, fairground buildings, and records and data storage 
facilities, and the acquisition of development rights in the form of conservation 
easements under chapter 84C. An improvement must have an expected useful life of five 
years or more to qualify. "Capital improvement" does not include a recreation or sports 
facility building (such as, but not limited to, a gymnasium, ice arena, racquet sports 
facility, swimming pool, exercise room or health spa), unless the building is part of an 
outdoor park facility and is incidental to the primary purpose of outdoor recreation. For 
purposes of this section, "capital improvement" includes expenditures for purposes 
described in this paragraph that have been incurred by a county before approval of a 
capital improvement plan, if such expenditures are included in a capital improvement 
plan approved on or before the date of the public hearing under subdivision 2 regarding 
issuance of bonds for such expenditures. 
 
(c) "Metropolitan county" means a county located in the seven-county metropolitan area 
as defined in section 473.121 or a county with a population of 90,000 or more.  
 
(d) "Population" means the population established by the most recent of the following 
(determined as of the date the resolution authorizing the bonds was adopted): 

(1) the federal decennial census, 
(2) a special census conducted under contract by the United States Bureau of the 
Census, or 
(3) a population estimate made either by the Metropolitan Council or by the state 
demographer under section 4A.02.  

 
(e) "Qualified indoor ice arena" means a facility that meets the requirements of section 
373.43.  

 
Subd. 2.Application of election requirement. 

(a) Bonds issued by a county to finance capital improvements under an approved capital 
improvement plan are not subject to the election requirements of section 375.18 or 
475.58. The bonds must be approved by vote of at least three-fifths of the members of the 
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county board. In the case of a metropolitan county, the bonds must be approved by vote 
of at least two-thirds of the members of the county board.  
 
(b) Before issuance of bonds qualifying under this section, the county must publish a 
notice of its intention to issue the bonds and the date and time of a hearing to obtain 
public comment on the matter. The notice must be published in the official newspaper of 
the county or in a newspaper of general circulation in the county. The notice must be 
published at least 14, but not more than 28, days before the date of the hearing. 
 
(c) A county may issue the bonds only upon obtaining the approval of a majority of the 
voters voting on the question of issuing the obligations, if a petition requesting a vote on 
the issuance is signed by voters equal to five percent of the votes cast in the county in the 
last county general election and is filed with the county auditor within 30 days after the 
public hearing. If the county elects not to submit the question to the voters, the county 
shall not propose the issuance of bonds under this section for the same purpose and in the 
same amount for a period of 365 days from the date of receipt of the petition. If the 
question of issuing the bonds is submitted and not approved by the voters, the provisions 
of section 475.58, subdivision 1a, shall apply.  

 
Subd. 3.Capital improvement plan. 

(a) A county may adopt a capital improvement plan. The plan must cover at least the 
five-year period beginning with the date of its adoption. The plan must set forth the 
estimated schedule, timing, and details of specific capital improvements by year, together 
with the estimated cost, the need for the improvement, and sources of revenues to pay for 
the improvement. In preparing the capital improvement plan, the county board must 
consider for each project and for the overall plan: 

(1) the condition of the county's existing infrastructure, including the projected 
need for repair or replacement; 
(2) the likely demand for the improvement; 
(3) the estimated cost of the improvement; 
(4) the available public resources; 
(5) the level of overlapping debt in the county; 
(6) the relative benefits and costs of alternative uses of the funds; 
(7) operating costs of the proposed improvements; and 
(8) alternatives for providing services more efficiently through shared facilities 
with other counties or local government units. 

 
(b) The capital improvement plan and annual amendments to it are not effective until 
approved by the county board after public hearing. 

 
Subd. 4.Limitations on amount. 

A county may not issue bonds under this section if the maximum amount of principal and 
interest to become due in any year on all the outstanding bonds issued pursuant to this 
section (including the bonds to be issued) will equal or exceed 0.12 percent of the 
estimated market value of property in the county. Calculation of the limit must be made 
using the estimated market value for the taxes payable year in which the obligations are 
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issued and sold. This section does not limit the authority to issue bonds under any other 
special or general law. 

 
Subd. 5.Application of chapter 475. 

Bonds to finance capital improvements qualifying under this section must be issued under 
the issuance authority in chapter 475 and the provisions of chapter 475 apply, except as 
otherwise specifically provided in this section. 

 
Subd. 6. 

[Repealed, 1994 c 505 art 2 s 7]  
 
Subd. 7. 

[Repealed, 2001 c 214 s 49]  
 
History:  
1988 c 519 s 2; 1988 c 719 art 5 s 84; art 19 s 20; 1989 c 277 art 4 s 30,31; 1989 c 329 art 13 s 
20; 1Sp1989 c 1 art 5 s 27; art 17 s 6,7; 1990 c 480 art 9 s 13; 1990 c 592 s 1,2; 1991 c 345 art 2 
s 55; 1992 c 511 art 9 s 11; 1995 c 256 s 1; 1997 c 231 art 2 s 31; 1999 c 243 art 5 s 34; 1Sp2003 
c 4 s 1; 2005 c 152 art 1 s 7; 1Sp2005 c 1 art 4 s 101,102; 2008 c 154 art 10 s 10; 2010 c 389 art 
7 s 2; 2013 c 143 art 12 s 5,6; art 14 s 50,51  
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APPENDIX B 
 
 

BUILDING FINANCING OPTIONS:     Yellow Medicine County, MN    
 
Debt Limit: Applies only to certain general obligation bonds (or jail lease-purchases authorized by M.S. 
641.24) and to non-g.o. lease purchase financing agreements over $1,000,000 which were entered into 
after June 1, 1997 and are payable entirely from property taxes. 
 

2013/14 Estimated Market Value  $3,204,069,000 

Multiply by 3%                 x 3% 

  

Current Debt Limit $96,122,070 

Less:  Current Debt Outstanding * -     0   

Debt Limit Remaining $96,122,070 

 
 
*Applicable debt as of 07/9/2014  

 

 
Special Election: Minnesota Statutes, Chapter 475, allows general obligation bonds to be issued for 
building purposes up to the County’s Debt Limit.  Taxes levied to pay principal and interest are 
spread on the basis of Net Tax Capacity.  The 2008 Legislature changed this property tax levy from 
Referendum Market Value which exempted residential seasonal/recreational property and agricultural 
property from the tax for bonds. 
 
G.O. Courthouse Bonds: Minnesota Statutes, Section 375.18, allows general obligation bonds to be 
issued for courthouse improvements without hearing or election up to .0004030 X Estimated Market 
Value which is the total principal amount which may be outstanding at any one time. ($3,204,069,000 X 
.000403 = $1,291,239).  Taxes are spread on Net Tax Capacity. 
 
G.O. Capital Improvement Plan/Bonds: Minnesota Statutes, Section 373.40, allows a special levy 
annually for purposes of General Obligation Capital Improvement Plan bond issues up to .0012 X 
Estimated Market Value. ($3,204,069,000 X .0012 = $3,844,882) 
 
Public hearings (on the plan and on the bonds) are required.  There is no longer a requirement for 
approval by the Department of Trade and Economic Development.  There is a provision which makes this 
subject to reverse referendum if a petition is presented within 30 days following the public hearing on the 
bonds.  Taxes are spread on taxable Net Tax Capacity whether or not there is an election.  (The 2008 
Legislature changed this property tax levy from Referendum Market Value if there is a successful election 
which exempted residential seasonal/recreational property and agricultural property from the tax for 
bonds.) 
 
G.O. Jail Bonds: Minnesota Statutes, Section 641.23, allows the County to issue general obligation 
bonds authorized by Board resolution with project approval by the Commissioner of Corrections. These 
bonds may be issued for jail and other law enforcement facilities.  Annual debt service may not exceed 
.0009671 times market value: ($3,204,069,000 X .0009671 = $3,098,655) Taxes are spread on Net Tax 
Capacity. 
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Law Enforcement Revenue Bonds (Unlimited tax lease obligation): Law enforcement financing may 
also be accomplished under Minnesota Statutes, Section 641.24, with bonds of a county housing and 
redevelopment authority or with bonds of a city within the county.  This issue is backed by a general 
obligation lease purchase agreement between the County and the issuer.  The authority or the city enters 
into a lease purchase agreement with the County, and the County (as lessee) makes payments over a 
period of time to the lessor in an amount sufficient to cover the bond principal and interest.  Annual lease 
payments may not exceed one-tenth of one percent of market value ($3,204,069,000 X .001 = 
$3,204,069).  Taxes are spread on Net Tax Capacity. 
 
Annual Appropriation Lease-Purchase Financing:  This results in a lease-purchase agreement with the 
County and the “lessor” which can be an HRA, an EDA, or other entity which own the facility during the 
time lease payments are being made to cover the principal and interest on the debt.  At the end of the 
payments, the County becomes the owner.  This is “debt” for debt limit purposes if the total principal is 
over $1 million, the lease-purchase was entered into after June 1, 1997 and is payable entirely from 
property taxes.  The debt is not a general obligation of the County but rather is subject to annual 
appropriation.  Taxes are spread on taxable Net Tax Capacity. 
 
 
________________________ 
 
NOTE: The Estimated Market Value shown above was obtained from the County Auditor’s office and is 
for taxes collectible in 2014, which is the most recent certified value available. 
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APPENDIX C 
 
 

 

 


