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Dear Mr. Casey:

Enclosed is a copy of the Industrial Park Expansion Analysis for the City of Annandale. The report
examines demographic and employment data, existing supply of industrial land, and past sales of
industrial land in the area (30-mile radius) in order to determine the need for additional industrial need in
the City.

The study found that in the 30-mile radius (see Appendix B for map) there is enough industrial land to
accommodate historical industrial land sales for approximately 20 years. The intent of this analysis was to
identify if there is demand for additional industrial land in Annandale now, in the short-term (five years),
or the long term (10+ years).

After studying all of the data simultaneously, it is the conclusion of this report that additional industrial
land is not needed now, probably not in the short term, but sometime shortly thereafter, approximately
seven years. That said it is still beneficial to look more closely at what is occurring, and could occur, in
Annandale with additional marketing efforts. Several positives were revealed as it relates to Annandale’s
position in the marketplace:

e Annandale has more economical housing options — important for workforce and employers.

e A strong healthcare / social assistance niche exists, from which Annandale can build upon.
This is also an industry that is projected to grow.

o Slightly younger population — but aging — potential for workforce strategies — more reason to
build on healthcare / social assistance niche.

e Training opportunities are plentiful in the area.

e Sherburne, Hennepin, and Anoka counties are counties from which relocation into Wright
County is occurring — potential business targets.

e There has been solid business growth in the last 10 years — a good indicator for demand for
increased economic development.

o Excellent infrastructure with essentially unlimited wastewater capacity once the new plant
comes on line.

e Dedicated land for another water tower once needed.
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e Regular investment in local roads.

e Serviced by two state highways — may not be ideal for a distribution center but more than
adequate for other users.

o Potential for rail service.
e Economical land for growth; City-owned industrial park.

Please review the enclosed report to learn more details about the research and what it means for
Annandale.

| appreciate the opportunity to perform this analysis and look forward to your feedback.

Sincerely,

Heidi Peper
Sr. Community Development Specialist

cb/djg

p:\ae\a\annan\070100\reports\report-ind park exp analysis.doc
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August 2, 2008

Industrial Park Expansion Analysis

Prepared for City of Annandale, MN

1.0

Study Area/ Purpose

The City of Annandale’s industrial park is nearly full, just over 10 acres
remaining. The City is exploring the possibility of expanding this one or
adding an additional industrial park elsewhere in the City. SEH was engaged
by the City to conduct an analysis regarding the demand/market for
additional industrial land. A secondary purpose was to obtain further
knowledge about Annandale’s position in the marketplace for business
recruitment efforts. The following report explores what the demand is for
additional industrial land and Annandale’s position in the industrial market
place.

The City of Annandale is located in southwestern Wright County,
approximately 50 miles from the Twin Cities metropolitan statistical area,
and 20 miles from the St. Cloud metropolitan statistical area.

The City encompasses just under three square miles of land comprised of
recreational, residential, and industrial/commercial uses. Surrounding land
uses are comprised mostly of agriculture and residential.

Where possible, this report studies demographic and employment at the city
level. However, particular data was only available at the county, regional, or
metropolitan statistical area level. For industrial land supply and absorption,
15-mile, 20-mile, and 30-mile radii were used.

The following data sources were used to complete this Industrial Park
Expansion Analysis: 2000 U.S. Census Data, Comprehensive Housing
Affordability Strategy 2000 Data, Minnesota Department of Employment &
Economic Development’s (DEED) Labor Market Information, City-
Data.com, DEED’s MN PRO web site, and the Minnesota Chapter, National
Association of Industrial & Office Properties 2007 Industrial Update. A
number of local business owners, area cities, and commercial real estate
brokers were surveyed or interviewed (see appendix for list).

A-ANNAN 0701
Page 1



Demographics

Population

Table 1

Historical and Current Population Numbers

2006 Estimate

2000 Census

1990 Census

% Change from 1990 —
2000

2,957

2,684

2,114

27.0%

Source: 2000 and 1990 U.S. Census; Minnesota Demographer’s Office

Table 2
Demographics from 2000 Census
Annandale Minnesota u.S.
Male 47.0 49.5% 49.1%
Female 53.0 50.5% 50.9%
Age:
Median Age 34.4 35.4 35.3
18 years + 72.7 73.8% 74.3%
65 years + 17.2 12.1% 12.4%
Race:
White 97.5% 89.4% 75.1%
African / American 0.4% 3.5% 12.3%
American Indian 0.2% 1.1% 0.9%
Asian 0.3% 2.9% 3.6%
Two or more races 1.4% 1.7% 2.4%

Source: 2000 Census

The City of Annandale has grown by 27.0% from 1990 — 2000, according to
the 2000 Census. Additionally, it is estimated to have grown by 10.2% from
2000 — 2006. Annandale’s population is slightly skewed female (53.0%,

2.5% higher than the state average for female population).

The median age of Annandale’s population is slightly younger than the state
and U.S. averages. But the population of 65+ year olds is 5% higher in
Annandale than for Minnesota and the U.S. Like many central Minnesota
cities, Annandale has a higher white population than the state (10% more)
and the U.S. (20% more).

Industrial Park Expansion Analysis

Annandale, MN

A-ANNAN 0701
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2.2

Households and Housing Units

Table 3
Housing Units
2000 Census | 1990 Census | Percent Change
Total Housing Units 1,163 862 34.9%
Occupied Housing Units 1,098 804 1.1%
94.4% 93.3%
Owner Occupied 838 613 0.1%
76.3% 76.2%
Renter Occupied 260 191 -0.1%
23.7% 23.8%
Vacant Housing Units 65 58 -1.1%
5.6% 6.7%

Source: 2000 and 1990 U.S. Census; Minnesota Demographer’s Office

Annandale experienced a 34.9% increase in the number of housing units
from 1990 — 2000 but only a 27% increase in population in that same time.
This speaks to the fact that the number of persons per housing unit (family
size) is decreasing — it was 2.55 persons per household in 1990 and 2.39 in
2000.

The median value of a single-family home in 2000 was $104,700, below the
state’s median value of a single family home, which is $122,400. Estimates
in 2005 have both Annandale’s and the state’s median home value rising -
$170,600 and $198,800 respectively. More than 68.5% of Annandale’s
housing stock was built in 1989 or earlier — nearly 20 years old and 24.3% is
nearly 50 years old. Approximately 24% of Annandale’s housing units are
rental, which is fairly standard. The percentage of rental housing in the state
is 25.4%. Median rent on rental units is $401/month.

Since the 2000 census, new housing starts have been modest but relatively
steady:

2001: 30 buildings, average cost: $134,500
2002: 33 buildings, average cost: $157,100
2003: 42 buildings, average cost: $159,800
2004: 78 buildings, average cost: $141,900
2005: 45 buildings, average cost: $174,100
2006: 17 buildings, average cost: $219,600
2007: 13 buildings, average cost: $194,800

Total: 258 new housing starts since 2000, bringing Annandale’s total housing
units to 1,421.

According to City-Data.com, the top counties from which households
relocated into Wright County between 2005 and 2006 were Sherburne,
Hennepin, and Anoka counties.

Industrial Park Expansion Analysis
Annandale, MN
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2.3 Population / Housing Trends

According to the State Demographer, Annandale’s population is projected to
grow by more than 86% by the year 2035 from its 2000 population of 2,684.
A 30.4% growth is projected for the first decade, 20.8% for the next, and
18.1% in the last decade of the projections. An additional 4.6% increase is
expected between 2030 and 2035. This is more than double Annandale’s
current population.

Table 4
Annandale’s Projected Population to 2035*
2010 2015 2020 2025 2030 2035
Estimate Projection Projection Projection | Projection | Projection
3,388 3,855 4,279 4,658 5,091 5,502

Source: Minnesota State Demographic Center Projections

Additionally, based on a June 2007 report from the State Demographic
Center, Wright County’s population is projected to grow by a whopping
115.6% between 2005 and 2035. This is the 2nd fastest rate of growth by
Minnesota counties in this time frame (Scott County is first with 147%).

Table 5
Wright County’s Projected Population to 2035*
2005 2010 2015 2020 2025 2030 2035

Estimate | Projection | Projection | Projection | Projection | Projection | Projection
112,153 136,110 159,640 181,240 200,340 221,480 241,850

*Source: Minnesota State Demographic Center Projections

Knowing that the City of Annandale and Wright County are projected to
grow is important, but even more so is which demographic categories are
expected to increase the most and which, if any, might decrease over the next
20 years. The number of elderly (65+ years old) residents in Scott,
Sherburne, Carver, and Wright counties will more than quadruple between
2005 and 2035. Most of this gain will be due to the aging in place of people
who moved there as young or middle-aged adults. Suburban counties will see
the most rapid expansion in the number of people ages 85 and over.

Further exploration of the growth projections for Wright County show
householders age 65 and older is expected to increase 60.8% by 2015 and
328.8% by 2035. This is the age group that is expected to increase the most
in Wright County, in fact for almost all counties in Minnesota. The following
table shows each age group of households and the projected figures.

Industrial Park Expansion Analysis A-ANNAN 0701
Annandale, MN Page 4



Table 6
Wright County
Household Projections 2005 - 2035
2005 2015 2035 %

Estimate Projected % Change | Projected Change
Householders 1,913 2,170 13.4% 3,400 771.7%
ages 15 to 24
Householders 18,375 24,080 31.0% 30,460 65.8%
ages 25 to 44
Householders 13,525 20,920 54.7% 32,190 138.0%
ages 45 to 64
Householders 5,565 8,950 60.8% 23,860 328.8%
age 65 and older

*Source: Minnesota State Demographic Center Projections

2.4

The above chart illustrates the 65 and older category has the highest
percentage of increase by 2015 and 2035; the 15 to 24 categories has the
lowest percent change by 2015, but in 2035 the lowest category is 25 to 44.
The aging population projection for Wright County is a similar trend to what
is predicted statewide. The aging population will have implications on the
workforce, housing, and healthcare systems.

Income

The 2000 Census reveals that Annandale, within its corporate city limits as of
the year 2000, has a lower per capita income and median household income
(MHI) than most neighboring cities, and the highest percentage of families
living in poverty of this list. It is also lower than Wright County’s and the
State’s income. However, Annandale’s “retail market”, which includes the
surrounding townships, had a higher 2000 median household income of
$48,643, according to a University of Minnesota Extension’s 2008 Market

Area Profile.
Table 7
Area Income Information
Median Household Per Capita % Individuals in

City Income Income Poverty
Wright County $53,945 $21,844 4.7%
Buffalo $49,573 $21,424 5.1%
Annandale Retail Area $48,643 $21,843 NA
State of MN $47,111 $23,198 7.9%
Maple Lake $43,047 $17,476 5.5%
Clearwater $41,696 $17,325 9.3%
City of Annandale $37,929 $18,876 12.1%
Kimball $34,219 $16,971 9.1%

Source: US Bureau 2000 Census

Industrial Park Expansion Analysis

Annandale, MN

A-ANNAN 0701
Page 5




3.0
31

The income of households in the city limits of Annandale is near the bottom
of the list of neighboring cities reviewed in the table. Of course, since the
2000 census incomes have increased. The most recent income data available
is the 2005 median household income. In 2005, the median household
incomes for the cities were estimated to be at:

$56,684 Annandale Area (2006 estimate)
$54,800 Buffalo

$47,600 Maple Lake

$46,100 Clearwater

$41,900 Annandale

$37,800 Kimball

Annandale remains near the bottom as far as income is concerned. This is
explored further in the Employment Analysis, Wages Section.

Employment Analysis
Employers

Based on available lists from the City of Annandale, Chamber of Commerce,
and online databases, there are 196 businesses located in Annandale. The list
of businesses was analyzed to identify the various sectors of businesses
located in the City. The sectors are listed in Table 7.

Table 8
Annandale Business Classifications
NAICS* Classification # of Businesses**
Retail Trade 34
Miscellaneous Store Retailers 9
Motor Vehicle/Parts Dealer 7
Bldg. Material/Garden Equip’t/Supplies 4
Construction 34
Specialty Trade Contractors 23
Construction of Buildings 7
Heavy/Civil Eng. Construction 4
Other Services 30
Personal & Laundry Serv. 13
Repair & Maintenance 10
Religious, Grantmaking, Civic, Other Org. 7
Healthcare, Social Assistance 14
Ambulatory Health Care Serv. 7
Nursing/Res. Care Facilities 3
Social Assistance 3
Hospitals 1
Real Estate, Rent, Lease 12
Real Estate 10
Rental/Leasing Serv. 2
Accommodations, Food Service 12
Food Serv. & Drinking Places 10

Industrial Park Expansion Analysis
Annandale, MN
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3.2

Table 8
Annandale Business Classifications
Accommodations 2
Finance & Insurance 10
Professional, Scientific, Tech. Serv. 10
Admin/Waste Management/Remediation Services 10
Manufacturing 7
Non-metallic Mineral Prod. Mfg. 4
Information 5
Arts, Entertainment, Recreation 5
Educational Services 3
Transportation & Warehousing 3
Wholesale Trade 3
Agriculture, Forestry, Hunting, Fishing 2
Public Administration 1
Mining 1

* NAICS is an industry classification system that groups establishments into industries based
on the activities in which they are primarily engaged. It is a comprehensive system covering
the entire field of economic activities, producing, and non-producing.

**The sub classifications do not add up to the responding classifications as only those sub
classifications that had multiple representations are included in the table.

Retail Trade and Construction are the top two represented business
classifications in Annandale, collectively representing 35% of all Annandale
businesses. Rounding out the top 5 are Other Services, Healthcare/Social
Assistance, and Real Estate and Accommodations/Food Service are tied for
5th place. The top six classifications (because there are more of them) and
Manufacturing (because this is such a varied classification) were further
broken down. Specialty Trade Contractors (i.e. plumbing, electrical
contractors) is the highest represented sub-classification with 23 businesses.

Employment and Unemployment

At the time of the 2000 Census, there were 1,339 persons in the City of
Annandale in the labor force. This represents 64.1% participation of those 16
years of age and older. The 64.1 labor participation rate is on par with the
U.S. participation rate of 63.9%, but below the State of Minnesota’s
participation rate of 71.2%.

Since 2000, the City of Annandale has experienced 10.2% growth, to a
population of 2,957. If we extrapolate the percentage of participation in the
workforce onto the population, it is estimated that today there are 1,895
persons in the labor force in Annandale.

Unemployment data comes from the Minnesota Department of Employment
& Economic Development (DEED) and its Local Area Unemployment
Statistics (LAUS) report. The LAUS report estimates 66,009 people in the
labor force in Wright County in 2007, with an average unemployment rate of
5.1% (not seasonally adjusted). This is slightly higher than the 2007 average
unemployment rate in Minnesota and the Unites States, both with average

Industrial Park Expansion Analysis
Annandale, MN
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3.3
3.3.1

unemployment rates of 4.6%. Year to date 2008, Wright County has an
average unemployment rate of 6.1%.

Since 2000, the unemployment rate for Wright County (the smallest division
of government that is studied for unemployment for this region) has
increased by nearly 2 %. In that same time, the unemployment rate increased
by 1.5% for the state and 0.6% for the U.S. Unemployment actually peaked
at its highest level for all three entities in 2003 during this seven-year period.
The 2007 unemployment rate for Wright County is equal to the 2003 peak.

Table 9
Local Area Unemployment Rate
Year/Month | Wright County | Minnesota U.S.
2007 5.1% 4.6% 4.6%
2006 4.3% 4.0% 4.6%
2005 4.3% 4.2% 5.1%
2004 4.8% 4.6% 5.6%
2003 5.1% 4.9% 6.0%
2002 4.9% 4.5% 5.8%
2001 3.9% 3.8% 4.7%
2000 3.2% 3.1% 4.0%

Source: DEED

Business Growth Trends
Job Growth

Job growth can be a driver and indicator of potential demand for commercial
and industrial space. The rise in unemployment from 2006 is a negative
indicator for potential demand for commercial and industrial space.
However, more than unemployment rates need to be examined to identify a
more accurate jobs picture. DEED provides employment estimates and
projections for the metropolitan statistical areas (MSA) and the state as a
whole. Annandale is in Wright County, which is located in the
Minneapolis/St. Paul MSA. However, since Annandale is in the very
northwestern portion of Wright County, near the Stearns County border, it
aligns closer to the St. Cloud MSA. Annandale is more proximate and
demographically more similar to St. Cloud than it is to Minneapolis/St. Paul.
Neither area is perfect for job growth trends occurring in Annandale, but the
St. Cloud MSA will provide a more accurate picture.

Table 10 provides the data on numbers of jobs in the St. Cloud MSA from
1998 — 2007 (the most recent data available). The numbers of jobs essentially
remained the same from 2000 — 2003. Since that time, there have been small
increases from 1 — 2%. But in looking at the collective increase from 1998 —
2007, jobs increased nearly 17% in the last ten years.

Industrial Park Expansion Analysis
Annandale, MN
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3.3.2

Table 10
Job Growth ~ St. Cloud MSA
Year Number of Jobs % Increase from
(Non Farm) Previous Year
1998 88,000 3.53%
1999 92,200 4.77%
2000 95,000 3.04%
2001 95,611 0.64%
2002 95,144 -0.49%
2003 94,952 -0.20%
2004 96,180 1.29%
2005 98,290 2.19%
2006 100,479 2.23%
2007 102,865 2.37%

Source: DEED

Business Growth

DEED also projects job growth by industry for regions within the state.
Annandale is part of the Central Region, which includes all of Wright County
as well as the counties of Benton, Sherburne, Stearns, Pine, Kanabec, Mille
Lacs, Isanti, Chisago, Meeker, McLeod, Kandiyohi, and Renville. While this
is a very large and diverse planning area, it provides some trend analysis as
to which industries are growing and which ones are shrinking.

The top five growing industries in terms of percent change in this planning
region are Management of Companies and Enterprises, Administrative and
Waste Services, Professional and Technical Services, Health Care and Social
Assistance, and Arts, Entertainment, and Recreation.

The top five growing industries in terms of numeric change are Health Care
and Social Assistance, Retail Trade, Accommodation/Food Services,
Educational Services, and Administrative/Waste Services. Of those top
growing industries, three are in Annandale’s top five represented industries —
Health Care/Social Assistance, Retail Trade, and Accommodation/Food
Services.

No industries are projected to shrink by 2014, but very small increases are
expected in Information, Manufacturing, Mining, and Agriculture, Forestry,
Fishing & Hunting.

The top local employers were interviewed to gauge their business /
employment growth in the last three years and expected in the next three
years. Of the ten businesses interviewed, 40% reported employment levels
stayed the same over the last three years, 30% said they declined, and 30%
said they increased. Looking ahead to the next three years, 50% expect the
number of employees to stay the same, 40% expect an increase, and only
10% expect a decrease in number of employees.

Industrial Park Expansion Analysis
Annandale, MN

A-ANNAN 0701
Page 9



In spite of reports of a sluggish economy, 50% of businesses surveyed
experienced an increase in sales over the last three years and 80% expect
sales to increase over the next three years. Using a scale of “excellent, good,
fair, or poor”, all 10 of the businesses surveyed rated the “overall business
atmosphere in Annandale” to be good.

Table 11
Central Minnesota Projected Employment
Estimated Projected Percent Numeric
Employment | Employment | Change 2004 - | Change
Industry 2004 2014 2014 2004 - 2014

Agrlqulture, Forestry, Fishing & 5,039 5,103 1.3% 64
Hunting
Mining | 367 | 375 | 2.2% | 8
Construction | 16,721 | 19,600 | 17.2% | 2,879
'Manufacturing | 41,912 | 45,105 | 7.6% | 3,193
|Utilities | 1,881 | 2,122 | 12.8% | 241
\Wholesale Trade | 9,866 | 11,058 | 12.1% | 1,192
Retail Trade | 34,793 | 41,146 | 18.3% | 6,353
UEEEOAEE e 6,553 7,604 16% 1,051
Warehousing
| Information | 3,470 | 3,745 | 7.9% | 275
]Finance and Insurance \ 6,853 \ 9,021 \ 31.6% \ 2,168
Real _Estate and Rental and 2,069 2.465 19.1% 396
Leasing
Profgssmnal and Technical 5,285 7,232 36.8% 1,047
Services
Manage_ment of Companies and 995 1,600 60.8% 605
Enterprises
Adm_mlstratlve and Waste 8,365 12.415 48.4% 4,050
Services
Educational Services 23,240 28,008 20.5% 4,768
fiealth Gare and Socta 35,374 48,172 36.2% 12,798

ssistance
érts, eqertalnment, and 2,969 3,023 32 1% 954

ecreation
£ccommodation and Food 19,604 25,114 28.1% 5,510

ervices
Other Services, Ex. Public 11,997 13.305 10.9% 1,308
Admin

Source: DEED

Industrial Park Expansion Analysis
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3.4  Skills

In 2000, Annandale residents held the following occupations in the following

industries:
Table 12
Employed Civilian Population 16+ Years of Age by Industry

Occupation Number | Percent
Educational, health and social services 284 22.3
Manufacturing 223 175
Construction 146 115
Retail trade 135 10.6
Arts, entertainment, recreation, accommodation and food services 125 9.8
Professional, scientific, management, administrative, and waste 71 5.6
management services

Other services (except public administration) 66 5.2
Transportation and warehousing, and utilities 59 4.6
Finance, insurance, real estate, and rental and leasing 47 3.7
Wholesale trade 47 3.7
Information 38 3.0
Public administration 19 15
Agriculture, forestry, fishing and hunting, and mining 12 0.9

Source: US Bureau 2000 Census

3.5 Education

According to the 2000 Census, 79.8% of people living in Annandale 25 years
of age or older graduated from high school. This is slightly below the 80.4 %
for the U.S. average and well below the state average of 87.9% high school
graduates. 14.9 percent of Annandale’s population has a bachelors degree or
higher.

There are ample opportunities for higher education surrounding the area.
There is a four-year state university (St. Cloud State University) less than 30
miles away, as is the St. Cloud Technical College. There are additional
colleges and technical schools less than 60 miles away such as Hennepin
Technical College, Anoka-Ramsey Community College, and Ridgewater
College to name a few.

Industrial Park Expansion Analysis A-ANNAN 0701
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3.6 Wages

According to the Minnesota Department of Employment and Economic
Development’s Labor Market Information, average wages for employees
working in Annandale (not necessarily residents) in 2007 (most recent annual
average — just looking at private industries) to be $470 per week or $11.75
per hour. This is lower than the wages of several neighboring cities: Maple
Lake ($554), Buffalo ($522), and Kimball ($499). It is also lower than
county and state average wages: Minnesota ($813), Wright County ($590),
and Stearns County ($611). This is likely due to a higher concentration of
retail trade and *“other services” industries (as seen in Table 7) rather than
production of goods. These are typically lower paying jobs, as can be seen in
Table 10.

Table 13 illustrates average wages for Wright County. The utilities,
wholesale trade, and construction industries are at the top of the list and retail
and accommodations/food service and arts/entertainment/recreation are at the

bottom.
Table 13
Quarterly Census Employment and Wages (QCEW)
— Wright County — 2006

Industry Average Weekly Wage
Utilities $1,418
Wholesale Trade $863
Construction $847
Manufacturing $777
Management $737
Finance & Insurance $730
Information $721
Professional & Technical Services $705
Transportation & Warehousing $651
Public Administration $641
Administration & Waste Services $587
Health Care & Social Assistance $566
Education Services $465
Retail Trade $407
Real Estate, Rental & Leasing $394
Other Services $331
Accommodation & Food Services $205
Arts, Entertainment & Recreation $184
Total, All Industries $590

Source: DEED

Industrial Park Expansion Analysis A-ANNAN 0701
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If Table 12 is compared with Table 13, this helps to explain the lower income
identified in the Demographics Section. The top five industries that
Annandale residents work in are Educational, Health, and Social Services;
Manufacturing; Construction; Retail Trade; and Arts, Entertainment,
Recreation, Accommodation and Food Services. With the exception of
Manufacturing and Construction, these industries pay on average less than
$566 per week, or $14.15 per hour.

3.7 Comparison — Employers and Employment
The top five classifications of employers are compared to the top five
classifications of employees represented by Annandale businesses and
residents, respectively, in Table 14.

Table 14
Comparison of Employers and Employees
Employers Residents
% of % of
Annandale Annandale
NAICS Industry Businesses NAICS Industry Residents
Retail Trade 17% Educational, health 22.3%
and social services
Construction 17% Manufacturing 17.5%
Other Services 15% Construction 11.5%
Healthcare, Social 7% Retail trade 10.6%
Assistance
Arts, entertainment,
Real Estate, Rent, 6% recreation, _ 9.8%
Lease accommodation and
food services

Source: Business List and US Bureau 2000 Census

The top business categories in Annandale are retail trade, construction, other
services, healthcare/social assistance, and real estate. As shown in Table 13,
with the exception of construction, these industries have lower paying wages,
less than $600 per week. This sheds more light on the lower wage scale in
Annandale compared to neighboring communities. As noted earlier, the
estimated average wages for employees working in Annandale in 2007 was
$479 per week or $24,908 annually.
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4.0 Infrastructure
4.1 Transportation
4.1.1  Major Roadway Corridors

The City of Annandale is served by two major arterials — State Trunk
Highways (TH) 55 and 24. TH 55 connects Annandale to the east into the
Twin Cities metropolitan area and to the west, to western Stearns County.
TH 24 connects to the City of Clearwater and 1-94, approximately 15 miles
north. TH 55 and 24 are two-lane highways. However, there are long-term
plans to convert TH 55 to a four-lane highway from Annandale to Plymouth.
TH 24, although a two-lane, was recently improved in its alignment with
wider shoulders.

Table 15
2006 Average Daily Traffic Counts*
Corridor Cross Section Count
State Highway 55 | State Highway 24 9,000
State Highway 24 | County Road 39 5,600

*Source: Minnesota Department of Transportation

Having these major arterials in the City is beneficial for businesses to readily
move product in and out of their facilities. It is also important for residents to
get to and from work and for visitors traveling to the area. Although
Annandale has adequate transportation service from the two Minnesota state
highways, the City does not have interstate access.

41.2 Local Streets

The City of Annandale has a network of local collector streets maintained on
a regular basis. The City adopted a capital improvements plan in 2007 that
prioritizes the City’s local streets and when they are to receive
improvements.

413 Rail

Canadian Pacific Railway (CPR) runs through Annandale, parallel and south
of TH 55. CPR is a Class 1 North American railway providing freight
transportation services over a 14,000-mile network in Canada and the U.S.,
shipping commodities like grain, coal, and lumber as well as cars,
agricultural equipment, home electronics, food, and furniture.

The CPR’s line from Glenwood to the Twin Cities, running through
Annandale, is the railroad’s busiest line. There is currently no spur off of
CPR in Annandale, but a CPR representative indicated a willingness to work
with any city and industry that would like to use rail service.
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4.2
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422

4.3

Other Transportation Systems
TRANSIT - There is no mass transit in Annandale.

TAXI SERVICE - There is no taxi service within or proximate to the City of
Annandale.

AIR — The closest airport to Annandale is the Maple Lake Municipal Airport,
which is just about 10 minutes east of Annandale. The airport in Maple Lake
provides charter services and has a single 2,800-foot runway with an adjacent
seaplane base on Maple Lake. Buffalo Municipal Airport is approximately 20
miles east of Annandale and offers charter services and a 2,600 foot paved
runway.

Airport certified for carrier operations nearest to Annandale are St. Cloud
Regional Airport (approximately 20 miles) and Minneapolis-St. Paul
International Airport (approximately 70 miles).

Utilities

Wastewater / Water

The City of Annandale is joining forces with the cities of Maple Lake and
Howard Lake to construct a new, regional wastewater treatment facility to
serve the three communities. The facility is expected to be completed and
operational by May 2009. This will provide essentially endless capacity for
the City of Annandale to continue to grow.

The City of Annandale also provides municipal water services to the
community from a groundwater source through three wells. The City has a
supply capacity from the wells of 600 gallons per minute. The storage
capacity, through a water tower and ground storage tank, is at 650,000
gallons. The City earmarked land for a new 350,000 — 4,000,000-gallon
water tower to be constructed when the demand is present.

Other Utilities

CenterPoint Energy provides natural gas to residents and businesses. Wright
Hennepin Electric, a cooperative electric association, provides the electric
service to the area as does Xcel Energy.

Telecommunications

Lakedale Communications provides regulated and non-regulated
communications services to business and residential customers. Services
include wired and wireless telephone, internet, and digital television services.
Their current technologies include high-speed digital subscriber line (DSL),
with downstream speeds of up to 10 Mbps (mega bits per second) and
upstream speeds of up to 640 Kbps (kilo bits per second). Lakedale was
recently purchased by lowa Telecommunications Services, Inc. Both
companies are stating that customers will not be negatively impacted by this
deal.
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5.0 Development Data

The following section examines building permit trends, the amount and
location of available industrial and commercial land, and recent industrial
land sales for their potential impact on industrial development.

5.1 Residential Building Activity

City building permit activity shows fluctuations in the number of new single-
family residential units constructed annually. From 2001 through 2007, the
number of new single-family homes ranged between 13 and 78, for an
average of 37 homes per year. The low of home building permits came in
2007 — similar to state and national trends in new housing markets.

The average cost of the new homes built experienced steady increases in
each of the years, with the exception of a decrease in cost seen from 2003 to
2004 and again from 2006 to 2007. This is the same year that experienced the
highest number of building permits. The total overall average of new home
construction between 2001 and 2007 is $168,829. This compares to an
average home value of $104,700 reported in the 2000 Census. Table 16
shows the number of new home building permits each year since 2001 and
the average cost of the new homes.

Table 16
New Single-Family Home Building Permits
Number New
Year Home Permits | Average Cost
2001 30 $134,500
2002 33 $157,100
2003 42 $159,800
2004 78 $141,900
2005 45 $174,100
2006 17 $219,600
2007 13 $194,800
TOTAL 258 $168,829

Source: City of Annandale; City-Data.com

5.2  Commercial / Industrial Building Activity
There has been a fair amount of commercial/industrial activity within the
City of Annandale in the last 10 years as seen in Table 17. Since 1998, 17
new commercial or industrial buildings have been built, all along the
Highway 55 corridor and six of them within the City’s industrial park.
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Table 17
Annandale New Commercial Building Permits
# New Comm. # Comm. Bldg.
Year Bldg. Permit Year Permit
1998 0 2004 1
1999 1 2005 2
2000 0 2006 4
2001 3 2007 2
2002 3 2008 2
2003 1 YTD TOTAL 17

Source: City of Annandale

Area Industrial Land Inventory

When considering whether to add more industrial land, it is prudent to
examine what is available in the surrounding area. For this report, the
surrounding area was segmented into 15-, 20-, and 30-mile radii. The focus
of this analysis rested on industrial land, some commercial was also studied,
but not high-end retail commercial land. Residentially zoned land was also
omitted from this study. The analysis of available land looked at the City,
acres available, price per square foot, zoning classifications, if there are
utilities (sewer/water) to the site, is it platted, and if it is privately or publicly
owned. Not all of these items were available for each parcel of land.

A number of resources were used to gather the following inventory of
industrial and commercial land: surveys of surrounding cities, the state’s
MNPRO website, city and regional economic development web sites, and a
number of commercial real estate web sites. The tables of “Available
Industrial Land” and “Available Industrial/Commercial Land” are included
as Appendix C.

To summarize the findings, there are more than 2,700 acres of industrial-
zoned land in the 30-mile radius. Not all of the industrial land is platted nor
do they all have sewer and water, but nearly 600 acres do. The average cost
of industrial land in the 30-mile radius was found to be $2.15 per square foot.

463 acres were identified in the 15-mile radius. The sites varied greatly from
a five-acre lot to more than 150-acre industrial parks. Only 75 of these acres
are known to be shovel ready — platted and utilities extended to the site —
ready for a business to come in and start building. The average cost of
industrial land in the 15-mile radius is $2.14 per square foot.

In the 16- to 20-mile segment there are a total of 1,261 acres, ranging in size
from a one-acre parcel in St. Michael to a 360-acre industrial park in St.
Cloud. More than 400 of these acres are reported to be shovel-ready. The
average cost of industrial land in the 16- to 20-mile segment is $2.13 per
square foot.
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In the 21- to 30-mile segment there are a total of 991 acres of industrial land
identified, of which approximately 100 acres are shovel-ready. The average
cost for industrial land in this segment is $2.19.

Area Industrial Land Sales

Another important element to study in order to understand what future
demand for industrial land might be is historical land sales. Since Annandale
resides in Wright County but is very close to the Stearns County border, land
sales in both Wright County and southern Stearns County (south of
Holdingford and east of Richmond) are examined. Industrial and commercial
land sales were examined from the assessor’s offices of Wright County,
Stearns County, and City of St. Cloud. High-end commercial (over
$6.00/square foot) and residential land sales were excluded from this study.

Table 18
Industrial Land Sales
Wright County
Total Square
Year Footage Sold | In Acres | Percentage Change

2004 2,955,784 67.86 -
2005 7,915,473 181.71 167.8%

2006 8,177,292 187.73 3.3%
2007 4,487,834 103.03 -45.1%

TOTAL | 23,536,383 540.32
Average 5,884,096 135.08
Source: Wright County Assessor’s Record of Commercial/Industrial Land Sales

Table 19
Industrial Land Sales
Southern Stearns County

Total Square
Year Footage Sold | In Acres | Percentage Change
2004 5,567,830.2 127.82 -
2005 13,374,107 307.03 140.2%
2006 6,215,294.2 142.68 -53.5%
2007 6,485,303 148,88 4.3%
2008 - YTD 354,376 8.14 -
(through 6/30/08)
TOTAL 31,996,910 734.55
Average (w/out ’08) | 7,910,633.5 181.6

Source: Stearns County and City of St. Cloud’s Assessor’s Record of Commercial /
Industrial Land Sales
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5.5

Wright and southern Stearns Counties experienced similar development
phenomena over the last four years. Both experienced tremendous increases
in industrial/commercial (C/1) land sales from 2004 to 2005 and then
remained steady or decreased in sales in 2006 and 2007. From 2004 — 2007,
the average number of acres sold of C/I land was 135 acres in Wright County
and slightly more in southern Stearns County at just over 180 acres. Nearly
75% of the C/I sales occurred in southeastern Wright County along the 1-94
corridor in the cities of St. Michael, Albertville, Otsego, and Monticello.

Using the average sales experienced in Wright and Stearns counties from
2004 to 2007 of between 135 and 181 acres per year, the 2,791 acres of
available industrial land within the 30-mile radius of Annandale would last
15 - 20 years.

This is not an absolute picture of the industrial land market. There are a
number of economic elements that can affect industrial activity such as the
price of gasoline, the strength of the U.S. dollar, and the housing market.

Industrial Development Forecast

Commercial and industrial realtors from the Twin Cities are showing a
positive outlook for 2008 in the northwest metro (includes Wright County).
In his 2008 Industrial Forecast, Dan Swartz, First Vice President of CB
Richard Ellis says, “There are many reasons for this anticipated growth in the
market place; the weak dollar which leads to additional export opportunities
and the continued slowing of outsourcing to overseas markets.” In this same
report, it states that companies are looking beyond the 1-494/1-694 ring road
for options due to increasing land prices and construction costs.

SEH interviewed commercial brokers familiar with Wright County in order
to gain a first-hand understanding of the industrial markets in the area. The
following was gleaned from those interviews:

e Listings are taking anywhere from six months to three years to sell.

e  Proximity to the 1/694 and 1/494 is important for Twin Cities metro
businesses.

e “Rockford” is too far west.
e There is quite a bit of looking, but less buying.

e Smaller parcels with outdoor storage and minimal building standards
are being sought.

City Administrators in Wright County were surveyed. The following was
gleaned:

e Have not had many, if any, industrial land sales in the last year.

o Field between two and a dozen inquires per month into available
industrial land.

e There’s a wide range of available industrial land, from six acres to a
couple of hundred acres, albeit not all have sewer/water.

e Wide range also in standards from minimal to very high standards.
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6.0

Conclusion

If the last four years are a true indicator, the available industrial land in the
30-mile radius of Annandale will last for approximately 20 years. However,
this is a very regional look at economic development and sometimes local
economies can challenge the trend. For example, from 2004 — 2007 the City
of Annandale saw more than 12 acres of C/I land sell, or approximately three

acres per year.

The City currently has approximately 13 acres left in its industrial park.

Again, using the last four years as an indicator, this acreage would be

absorbed in the next four to five years. This should be weighted against what
is happening in the larger economic markets. A high inventory of available

land, especially between the Twin Cities and Annandale, could hinder

economic development in Annandale

What is going to make a business owner from Bloomington choose

Annandale over another city? Annandale has many advantages that position

it for economic development growth:
e Excellent infrastructure.

o Essentially unlimited wastewater capacity once the new plant comes

on line.
e Dedicated land for another water tower once needed.
e Regular investment in local roads.

e Serviced by two state highways — may not be ideal for a distribution

center but more than adequate for other users.
o Potential for rail service.
e Good, solid workforce.
e There is more population in Annandale to fulfill future jobs.
e The city is growing and is expected to continue to grow.
o Fairly stable housing development.
e Economical land for growth; City-owned industrial park.

e Start of a strong healthcare/social assistance niche to build upon -

this is the fourth leading industry projected to grow.

This message needs to be communicated to an audience that can act on it. A
marketing campaign focused on existing businesses, as well as business
owners who may summer or live in Annandale, but have their business
elsewhere could be targeted. A targeted campaign, focusing on personal
meetings and communicating the message of “Stay Where You Play”, could

be used to reach that audience.

Industrial Park Expansion Analysis
Annandale, MN

A-ANNAN 0701

Page 20



Appendix C
Available Industrial Land
Greater Annandale Area — 2008

Sauk Rapids | 40.0 $0.28 | | No / No No Private

Sauk Rapids | 9.4 I Yes/ No Yes

Sauk Rapids | 45.5 $0.58 | | No / No No Private

Sauk Rapids | 54.0 | No / No No Private

St. Augusta | 24.6 [ Yes/ No Yes Private

St. Cloud 22.8 I Yes Yes Private

St. Cloud 24.8 [ Yes Yes Public

St. Cloud 8.0 | Yes Yes Private

St. Cloud 8.91 $2.19 | |

St. Cloud 5.0 $1.60 | I Yes Yes Private

St. Cloud - | 360.0 $1.25

airport park [ Yes/ No Yes Public

St. Cloud -

194 park 230.0 $1.50 | | Yes/No Yes Public

St. Michael | 1.05 $5.79 | | No / No No

Waite Park | 6.8 | Yes / No Yes Private

Waite Park | 7.42 | Yes / No

Waite Park | 3.7 I Yes/ No Yes Private

Winsted 40.0 I Yes/ No Private

16-20-mile radius subtotal — 1,340.7 acres Average Cost - $2.13 per square foot

1-20-mile radius — 1,800.5 acres

30-mile radius

City Acres Price Zoning | Utilitiesto | Platted | Ownership

Avail. Site

Avon Town. 109.0 $0.28 | | No / No No Private

Elk River 16.4 LI Yes/ No City

Foley 2.49 [ Yes/ No Yes Private

Foley 2.00 [ / No

Foley 35.00 [ / No

Foley 3.62 [ Yes / No Yes Private

Hanover 7.4 $2.47 | | No / No No Private

Hutchinson 5.7 | Yes / No

Hutchinson 1.9 | Yes / No

Hutchinson 77.76 | No / No

Otsego 197.0 $0.93 | | No / No No Private

Otsego 3.8 $4.00 | | Yes / No No

Otsego 100.0 I Yes/No Private

Otsego 13.14 $5.00 | I Yes / No Yes Private

Otsego 47.0 I No / No No Private

Otsego 47.75 $1.95 | lorR No / No No Private

Sartell 25.0 C/l Yes/ No Private

Sartell 21.9 LI Yes / No Yes Private

Sartell 6.5 $2.25 | LI Yes / No Private

St. Joseph 6.3 | Yes Private




Appendix C
Available Industrial Land
Greater Annandale Area — 2008

St. Joseph 1.51 $0.61 | I Yes Yes Private
St. Joseph 335 I well/septic | Yes Private
St. Joseph 3.1 LI Yes Yes Private
St. Joseph 14.7 LI Yes Yes Private
St. Joseph

Town. 152.5 / potential

Watertown 56 C/l Yes Private
21-30 mile radius — 990.9 acres Average Cost - $2.19

30 mile radius total — 2,791.4 acres
30 mile radius average cost - $2.15
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