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MEMORANDUM 

To: City of North Mankato 

From: Tammy Omdal 

Date: March 2, 2023 

Re: Updated Financial Evaluation of Request from Gordini U.S.A., Inc. for Public 

Assistance 

City of North Mankato (“City”) received an application from Gordini U.S.A., Inc. (“Company”) 

requesting financial assistance for the construction of an approximate 120,000 SF warehouse and 

distribution facility for socks, and other cold weather clothing accessories (“Project”). The Company is 

requesting the City to establish a tax increment financing district and for the City to work in 

conjunction with the Company on application to the State of Minnesota for public financial assistance 

through state grant funding.      

The Company has stated that it feels the only way to expand in Minnesota without negatively 

impacting its competitiveness on a national scale is through incentives. 

The Company finds that the proposed approximate 10-acre site in the City, located at the corner of 

Lookout Drive and 520th Street within the City on property (PID 18.312.0010) owned by the North 

Mankato Port Authority (“Property”) is of sufficient size to accommodate the Project. The building 

will be occupied solely by the Company but owned by a related entity G2 Realty LLC. 

This memorandum provides a financial analysis of the request for public financial assistance based on 

information available to Northland.    

Background of Company 

The Company offered the following background as provide in its applications: 

Gordini USA is an international brand, with distribution facilities and employees in numerous 

locations throughout the country, including Minnesota. Gordini opened a distribution facility 

in Mankato to support the launch of its new licensed product, Carhartt Socks. During 2022, as 

the business grew, Gordini expanded into two additional facilities in the area and grew its 

regional staff. Gordini would like to consolidate these facilities into one building. Labor is 

scarce in the Mankato/North Mankato area; in fact, the Bureau of Labor and Statistics cited 

Mankato/North Mankato as currently having the lowest unemployment rate in the nation, at 

1.3%. Other areas of the country are under consideration for expansion, including our home 

state of Vermont, as well as the West Coast. Goods are imported via the New York or Boston 

ports in the East, or LA or Vancouver in the West. A distribution facility closer to the ports 

would help Gordini efficiently ship goods to its customers, who are located throughout the 

country. The available labor pool is substantially greater in other locations under 

consideration. 
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The Company states that the Project will result in 30 full time equivalent (FTE) jobs to be created within 

two years.  The average hourly wage of the 30 FTEs is reported at $19.57 per hour, with a range of 

$19.00 to $25.00 per hour. 

Request for Public Financial Assistance

The proposed public purpose of the public financial assistance, a business subsidy, is to increase or 

preserve the tax base and to create new jobs in City. Due to the extraordinary costs associated with 

acquisition and development of the Project, the Company is seeking financial assistance.   

Tax Increment Financing (Provided by City) 

The request for assistance from City is for tax increment financing assistance on what is commonly 

referred to as a “pay-as-you-go” basis. City has the authority to consider the establishment of a Tax 

Increment Financing Economic Development District (“TIF District”) to provide for the collection and 

use of tax increment revenue generated from the property to assist the Project for a maximum period 

of nine years.   

The term “pay-as-you-go” is used to describe this type of assistance to a third-party, payable semi-

annually, solely from tax increment revenue generated from the property. The reason for semi-annual 

payments from City to Company is to coincide with the semi-annual tax payments the property owner 

will make to the County. City receives tax distributions from the County on a semi-annual basis. 

Exhibit C provides cash flow estimates for the tax increment financing revenue.     

City will retain the first $40,556 of annual tax increment to reimburse City for up to $365,000 of storm 

water (utility) improvements for the Project. The remaining tax increment will be split 2.5% and 97.5% 

between City and Company, respectively. City will use 2.5% of tax increment to pay administrative 

costs incurred for administration of the assistance for the Project. 

City will use 97.5% of tax increment to reimburse the Company up to $1,260,000 of project costs 

($700,000 for land acquisition plus $560,000 for construction costs, payable with interest at rate of 5.5%, 

simple non-compounded.   

State of Minnesota Investment Fund (MIF) 

The source of funds for the Project includes assistance from the Minnesota Investment Fund (MIF).  

The Company is also making application for the Minnesota Job Creation Fund to provide additional 

benefits to the Company based on job and wage creation. The MIF Program provides loans to 

businesses that create or retain high-paying, full-time permanent jobs, and invest in machinery or real 

property acquisition or improvements. The program is available statewide for manufacturing, 

distribution, warehousing, and other eligible business activities. Applications are accepted on a year-

round basis as funds are available. 

To receive funds from the MIF Program, a business must work in conjunction with the local or county 

government where the business will be located. A MIF application must be completed and submitted 

to the Department of Employment and Economic Development (DEED). Prior to submission of the 

application the local government, City must hold a public hearing concerning submittal of the 

application for the MIF Program to DEED. Following the hearing, City may consider adoption of a 
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resolution making certain findings. The resolution must be adopted prior to the City’s submission of 

the application for the MIF Program. 

The total subsidy to the Developer supported by TIF is $1,625,000 plus the requested MIF funds of 

$420,000 for a combined total of $2,045,000. Job Creation Funds, if awarded, will be in addition to this 

amount. 

Financial Analysis  

Based on Northland’s financial analysis and general review of the information provided by the 

Company, we find no concerns with the Company’s ability to meet its commitments to the City.  We 

find the Company to be in sound financial condition based on the information provided. The 

information reviewed by Northland included, but was not limited to the following: 

 Audited Financial Statements, March 31, 2022 and 2021, for Gordini U.S.A., Inc. 

 Audited Financial Statements, March 31, 2021 and 2020, for Gordini U.S.A., Inc. and Subsidiary 

 Unaudited 6-Month Financial Statements, September 30, 2022 compared to September 30, 

2021, for Gordini U.S.A., Inc. 

 Credit presentation from Community Bank Mankato, bank commitment letter dated February 

7, 2023 was signed by Robert Beadell, Vice President Commercial Lending for Community 

Bank Mankato. The letter offers that the Company has been conditionally pre-qualified for a 

construction loan up to $9,200,000 to construct a 120,000 SF warehouse in North Mankato.   

Northland offers the following observations on the Company’s financial condition: 

 Company’s liabilities are low relative to existing assets, which is a positive factor for the 

Company’s ability to meet its future obligations and commitments to the City. 

 Company’s liquidity ratio decreased year over year from September 30, 2021 to 2022, but the 

Company remains in a strong position to meet its obligations, including commitments to the 

City. 

 Company reported access to credit, but it is not burdened by significant long-term debt. While 

bank notes payable increased year over year from September 30, 2021 to 2022, it appears to be 

driven by growth.  

 Company’s gross profit has increased over the last few years, and net income has been stable. 

Exhibit B provides a summary of the estimated sources and uses of funds for the Project. Based on 

Northland’s review of the information provided by the Company and under current market 

conditions, Northland finds that the Project may not reasonably be expected to occur solely through 

private investment within the reasonably near future. Due to the costs associated with acquisition of 

the property, construction of the improvements, among other economic factors, the Project as 

proposed may only be feasible through assistance, in part, from tax increment financing and MIF.  

Without the public financial assistance, the Project as proposed would need to be modified or not 

feasible. Facts supporting this finding are as follows: 

 As shown in Exhibit B, the Company proposes the Project to be funded from a combination of 

debt, equity, TIF (local government), and MIF. The Company will need to provide equity to pay 

for certain project costs that will be reimbursed from the TIF on a pay-go-basis. The estimated total 
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amount of TIF assistance from City is a not to exceed amount of $1,625,000. Of this amount, City 

will provide $365,000 of up-front assistance through City payment of storm water improvements, 

and the Company will need to finance the remaining amount with its own funds. The “pay-go” 

TIF assistance will help to reduce the effective cost of the project by an equivalent $1,260,000 

(present value of tax increment payable to the Company at 5.5% interest rate). 

 The total cost for the Project is estimated to be $11,905,000, including machinery and equipment.  

Based on Northland’s experience and given the square footage and location of the Project, we find 

the Project cost estimate to be reasonable.   

 The Project includes an equity contribution of 10.2%. The present value of the tax increment 

financing assistance represents an equivalent 13.6% of the total estimated cost for the Project.  The 

Company will need to provide owner cash, equity, or other private funds to pay for the $1,260,000 

of up-front project costs that will be reimbursed with future tax increment revenue over a period 

of up to nine years. Assuming this amount is provided with equity, the equity contribution 

increases to 20.7% of the Project cost. Northland finds the equity contribution ratios acceptable and 

consistent with financings for similar types of projects.   
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EXHIBIT A 

Developer Source and Use of Funds for the Project 

Use of Funds MIF Bank Equity

Local 

Government Other Total

Property Acquisition 700,000 700,000

Site Improvement 250,000 365,000 615,000

New Construction 8,650,000 540,000 560,000 9,750,000

Renovation of Existin Bldg. -

Purchase of M & E 420,000 420,000 840,000

Other -

Total Project Cost 420,000 8,650,000 1,210,000 1,625,000 - 11,905,000

Percent of Total 3.5% 72.7% 10.2% 13.6% 0.0% 100.0%

Note:

Local Government to pay $365,000 up-front costs for storm water improvements and reimburse the 

Business up to $1,260,000 over a 9 year period (for property acquisition and constructions costs) 

with interest at rate of 5.5%, payable from tax increment from the project.
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EXHIBIT B 

Estimated Tax Increment Cash Flow from the Project 

1 2025 9,600,000 180,743 126.15% 227,181 40,556 4,666 181,960 164,746

2 2026 9,696,000 182,663 126.15% 229,594 40,556 4,726 184,313 322,810

3 2027 9,792,960 184,602 126.15% 232,032 40,556 4,787 186,689 474,456

4 2028 9,890,890 186,561 126.15% 234,494 40,556 4,848 189,090 619,941

5 2029 9,989,798 188,539 126.15% 236,980 40,556 4,911 191,514 759,509

6 2030 10,089,696 190,537 126.15% 239,492 40,556 4,973 193,963 893,396

7 2031 10,190,593 192,555 126.15% 242,028 40,556 5,037 196,435 1,021,829

8 2032 10,292,499 194,593 126.15% 244,589 40,556 5,101 198,933 1,145,026

9 2033 10,395,424 196,652 126.15% 247,177 40,556 5,166 201,000 1,262,930

TOTAL = 2,133,566 365,000 44,214 1,723,896 1,262,930

Key Assumptions:

1 Taxable market value (TMV) annual growth assumption = 1.0%

2

3 Election for captured tax capacity is 100.00%

4 Base Tax Capacity is calculated based on a preliminary estimated TMV = $562,848 for 10 acres of land.

5

6

Tax Increment Financing District No. 2-1 (Economic Development)

City of North Mankato

Gordini - Warehousing and Distribution

Projected Tax Increment Financing (TIF) Cash Flow

TIF 

District 

Year

Taxes 

Payable 

Year

Taxable 

Market  Value 

(TMV)

Captured 

Tax 

Capacity 

for TIF

TIF to City 

for Admin 

Costs

TIF to 

Reimburse 

City for 

Project 

Costs

Original Tax Capacity Rate is estimated based on Taxes Payable Year 2022 . The original tax rate will be 

certified by the county auditor and will be based on Pay 2023 rate, if the request for certification of the TIF 

TIF from District is the estimated tax increment generated from the TIF district after deduction of State 

Auditor fee.

Present Value (PV) calculated based on semi-annual payments and estimated rates, as shown in schedule, 

Original 

Tax Rate

Present 

Value of TIF 

to 

Developer 

(5.5% rate)

TIF to 

Developer

TIF from 

District
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EXHIBIT C 

Prpoosed Calenar for Establishment of TIF District for the Project 

S M T W T F S

1 2 3 4 5 6 7

8 9 10 11 12 13 14

15 16 17 18 19 20 21

22 23 24 25 26 27 28 January 27 Developer submits application for TIF by this date

29 30 31

S M T W T F S February 6 Port Authority informed of proposed TIF District

1 2 3 4 February 6 City Council calls for public hearing for TIF and business subsidy

5 6 7 8 9 10 11 February 8 Northland distributes draft TIF Plan and Financial Evaluation memo to City

12 13 14 15 16 17 18 February 16 Last day for notice, TIF plan, and fiscal implications to County and School District

19 20 21 22 23 24 25

26 27 28

S M T W T F S

1 2 3 4 March 1 Notice due to newspaper

5 6 7 8 9 10 11 March 4 Newspaper publication date for hearing notice

12 13 14 15 16 17 18 March 9 Planning Commission review of Plan for Development

19 20 21 22 23 24 25 March 20 Port Authority recommends City Council approve TIF District

26 27 28 29 30 31 March 20 Public hearing and establishment of TIF District

March 20 City Council approves agreement(s) with Developer

S M T W T F S

1

2 3 4 5 6 7 8

9 10 11 12 13 14 15 April 24 Submit request for certification to county auditor

16 17 18 19 20 21 22 April 24 Submit TIF plan to State

23 24 25 26 27 28 29

30 June 30 Certification of TIF District by county auditor no later than this date

Notes to Calendar:

1 Denotes City Council meeting dates

2 Port Authority meeting dates are planned to be scheduled on same date as Council meeting dates.

3 Denotes Planning Commission meeting date

Establishment of Development District No. 2

Establishment of Tax Increment Financing District No. 2-1

Economic Development TIF District

Gordini - Warehousing and Distribution

Public Hearing on March 20

January 2023

February 2023

March 2023

April 2023

City of North Mankato






















































