Request for City Council Committee Action from the Department of Community
Planning and Economic Development - CPED

Date: May 15, 2012

To: Council Member Lisa Goodman, Chair, Community Development Committee
Council Member Betsy Hodges, Chair, Ways & Means/Budget Committee

Subject: Spirit on Lake: Public Hearing on Proposed Redevelopment Plan and TIF Plan;
Issuance of Pay-As-You-Go TIF Note; Approval of Redevelopment Contract
Terms

Recommendation: 1) Adopt the attached City Council Resolution approving the Spirit on
Lake Redevelopment Plan and the Spirit on Lake Tax Increment Financing (TIF) Plan; 2)
Amend the 2012 General Appropriation Resolution by establishing the Community Planning &
Economic Development agency Fund O1CSL — Spirit on Lake (01CSL-8900900) and approving
an initial appropriation of $5,000 in the fund; 3) Adopt the attached City Council Resolution
authorizing the issuance of a Limited Revenue Pay-As-You-Go Tax Increment Financing Note to
Spirit on Lake Limited Partnership in a principal amount not to exceed $522,800; 4) Approve
the redevelopment contract business terms described in this report; and 5) Authorize the
appropriate City officials to execute the redevelopment and other funding agreements with
Spirit on Lake Limited Partnership , based on the terms contained in this report, and all other
necessary documents related to the above recommended actions.

Previous Directives:

e On December 23, 2005, the City Council approved affordability funding of up to $350,730
from the 2005 Affordable Ownership Housing Program.

e On November 3, 2006, the City Council approved Project Analysis Authorization (PAA) to
evaluate the use of tax increment financing for this project.

e On April 27, 2007, the City Council adopted a resolution of support for Spirit on Lake as
part of the City’s 2007 list of priority projects for Hennepin County Transit Oriented
Development (TOD) grant funding.

e On April 27, 2007, the City Council supported the developer’s direct application to the
Hennepin County Environmental Response Fund (ERF) investigation grant program on
behalf of the Spirit on Lake redevelopment project.

e On August 3, 2007, the City Council approved Hennepin County HRA Affordable Housing
Incentive Fund (AHIF) financial assistance in the amount of $225,000.

¢ On October 5, 2007, the City Council authorized the execution of a Cooperative Agreement
between Hennepin County and the Hennepin County Housing and Redevelopment Authority
related to a $75,000 Hennepin County TOD grant award to Spirit on Lake.

e On October 19, 2007, the City Council authorized application to the Metropolitan Council’s
Tax Base Revitalization Account (TBRA) and the Hennepin County Environmental Response
Fund (ERF) grant programs on behalf of the Spirit on Lake project.

e OnJanuary 31, 2008, the City Council authorized application to the Minnesota Department
of Employment and Economic Development (DEED) Redevelopment grant program on
behalf of the Spirit on Lake project.

e On February 29, 2008, the City Council accepted two brownfield grants to the Spirit on
Lake project, $$235,600 from Hennepin County ERF and $328,800 from Metropolitan
Council TBRA.
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On May 2, 2008, the City Council accepted a $391,500 DEED Redevelopment grant for the
Spirit on Lake project.

On January 14, 2011, the City Council approved a loan up to $1,449,000 from the AHTF
and a grant up to $30,000 from the Non-Profit Fund for Spirit on Lake.

On June 17, 2011 the City Council authorized application to the Metropolitan Council’s
LCDA grant program.

November 4, 2011 the City Council authorized application to the Metropolitan Council’s Tax
Base Revitalization Account (TBRA) and the Hennepin County Environmental Response
Fund (ERF) grant programs on behalf of the project.

On December 16, 2011 the City Council authorized application to the Minnesota
Department of Employment and Economic Development (DEED) Redevelopment grant
program on behalf of the project.

On February 10, 2012, the City Council accepted & appropriated a $250,000 Metropolitan
Council LHIA grant for the project.

On February 24, 2012, the City Council authorizing application to the Metropolitan Council
for Transit Oriented Development funding.

On March 8, 2012, the City Council gave preliminary approval to the issuance of bonds for
this project and authorized continued analysis of the project to determine if tax increment
financing is appropriate and justifiable.

On March 8, 2012, the City Council accepted and appropriated a grant of 235,600 from
Hennepin County’s Environmental Response Fund for this project.

Prepared by: Matt Goldstein, Senior Project Coordinator (612) 673-5075

Approved by: Charles T. Lutz, CPED Deputy Director

Thomas A. Streitz, Director of Housing Development
Jeff Streder, Director of Development Finance

Presenters in Committee: Matt Goldstein, Senior Project Coordinator

Financial Impact

Action requires an appropriation increase to the __ Capital Budget or _X Operating
Budget

Dept Name: CPED

Fund Name: Fund 01CSL — Spirit on Lake

Project Name & Number (if capital budget):

Amount: $5,000

Community Impact

Neighborhood Notification: The Midtown Phillips Neighborhood Association and the
Powderhorn Park Neighborhood Association received copies of the proposed Redevelopment
Plan and TIF Plan and were notified that this report will be considered by the City Council.
The developer has met with the neighborhood numerous times over the past couple years,
and both neighborhood groups have provided letters of support for this project.

City Goals: A Safe Place to Call Home; Livable Communities, Healthy Lives

Sustainability Targets: Affordable housing production, Brownfield sites.

Comprehensive Plan: The Minneapolis Plan for Sustainable Growth contains the following
relevant policies, among others: Policy 3:3: Increase housing that is affordable to low and
moderate income households; Policy 8.10: Promote the benefits of preservation as an
economic development tool and a method to achieve greater environmental sustainability
and city vitality.
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e Zoning Code: The City Planning Commission approved the Spirit on Lake project on March
26, 2012. The Commission will review the proposed Redevelopment and TIF plans on May
7, 2012.

o Living Wage/Business Subsidy Agreement: Yes No _X
Exempt: Assistance for housing purposes or for environmental remediation are exempt
from such requirements.

« Job Linkage: Yes No X

Supporting Information

Spirit on Lake is a proposed housing project located on the northwest corner of 13th Avenue
South and East Lake Street. The development plan calls for redeveloping a .82 acre site that
until recently included a former auto repair shop which in recent years housed a church. The
plan was conceived through a cooperative community process with the Midtown Phillips and
Powderhorn Park neighborhood associations. This project was originally conceived in 2005 as
a 41-unit limited equity co-op with first floor commercial space occupied by the land seller, the
Spirit of the Lakes United Church of Christ. The project was designed to cater to aging
members of the gay, lesbian and transgender (GLBT) community.

By the end of 2008, the City had approved the development plans, sponsored several project
funding applications, and awarded affordable housing funds from various sources to support
the project. This included authorization to continue with TIF analysis. While the developer,
PRG Inc., reached the 65% presale threshold in 2008, the financing package for the project
included a HUD 213 blanket (first) mortgage loan guarantee which raised the already high pre-
sale requirement to 70% which was never achieved. This high pre-sale requirement coupled
with the economic recession and a poorly performing housing market resulted in a loss of unit
reservations and prevented the project from meeting the development timeline targets
prescribed by various public funders which had to rescind funding awards.

The development concept has subsequently changed to a mixed use project with 46 affordable
units and approximately 4,200 square feet of commercial space on the first floor. The
development plans were approved by the City Planning Commission in March 2012. All of the
units will be affordable: 41 of the units will be affordable at 50% of Area Median Income (AMI)
and Minneapolis Public Housing Authority has awarded five (5) project based Section 8
vouchers for the homeless units that will be affordable at 30% AMI. The first floor commercial
space of approximately 4,200 square feet will be occupied not by the church as originally
contemplated, but mostly by community-oriented users such as a possible GLBT-focused
library and a coffee shop.

Spirit on Lake is being co-developed by PRG Inc. and Everwood Development, LLC. The
project owner will be Spirit on Lake Limited Partnership. PRG Inc. will be the managing
general partner. The other general partner will be Spirit on Lake GP, LLC, which will either be
wholly owned by Everwood Development, LLC or jointly owned by PRG, Inc. and Everwood
Development, LLC. The investor member and syndicator, with a 99.99% interest, will be City
Real Estate Advisors, Inc.

Public Benefits

= Eliminate blighting influences by redeveloping an underutilized vacant property that is
overgrown with weeds and littered with trash and debris.

= Clean a contaminated property.

= Increase the number of housing units and choices within the city.

= Increase the property tax base.
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Project Financing Overview

The estimated total development cost of the project is approximately $9 million. Most of the
project funding has been committed. Non-City funding sources total approximately $7.6
million, or 84 percent of the total funding sources. The City’s award of a loan of up to
$1,449,000 from the 2010 Affordable Housing Trust Fund was for the current development
concept with affordable rental units. In addition, the City Council has approved a preliminary
allocation of housing revenue bonds and has sponsored various brownfield and gap funding
applications. On May 1, 2012, the Hennepin County Board awarded $400,000 of AHIF funds
for the project. The project is expected to close this summer.

The total developer fee for the project is about $968,000, which is about 10.6% of TDC and in
compliance with the AHTF standards. Additional information on the project financing is
provided on the Project Data Worksheet, which is attached to this report.

Table 1. Spirit on Lake Project Sources

SOURCE TYPE PUBLIC PRIVATE % of TOTAL | COMMITTED
HRBs A-Series (1st Mortgage) Loan $ 1,481,401 16.3% Pending
LIHTC Syndication (Includes Bonds B-Series) Equity $ 2,993,200 32.9% Pending
TIF (Bonds) Grant $ 522,800 5.8% Pending
CPED AHTF Loan $ 1,449,000 15.9% 1/4/2011
CPED Nonprofit Admin Grant $ 30,000 0.3% 1/4/2011
MHFA-EHDC Loan $ 838,583 9.2% 11/18/2011
Family Housing Fund Loan $ 150,000 1.7% 10/17/2011
Hennepin County AHIF Loan $ 400,000 4.4% 5/2/2012
Hennepin County ERF Grant $ 235,600 2.6% 1/14/2012
Hennepin County ERF Grant $ 37,150 0.4% 1/1/2008
Hennepin County TOD Grant $ 47,102 0.5% 1/18/2008
Met Council LHIA Loanor Grant | $ 250,000 2.8% 12/14/2011
Met Council TOD-TBRA LoanorGrant | $ 318,632 3.5% 12/14/2011
Deferred Developer Fee Equity $ 332,207 3.7% At Closing
SUBTOTAL| $ 4,128,867 | $4,956,808 100%
TOTAL DEVELOPMENT COST $9,085,675

Table 2. Spirit on Lake Project Uses

Acquisition, demolition & special assessments $ 568,268
Construction Cost Total $ 5,873,892
Residential $ 5,265,919
Commercial $ 300,000
Const. Contingency $ 307,973
Environmental abatement $ 564,699
Soft Cost Total $ 2,078,816
Developer's fee $ 958,601
Other consultant fees $ 592,784
Financing costs $ 318,565
Reserves $ 208,866
TOTAL $ 9,085,675




Spirit on Lake RCA

Page 5

Table 2 supplements the uses table in Exhibit 1 by providing more detail on the breakdown of
the construction and soft costs. The project costs are generally consistent with other new
construction projects of this size that have used City funding in the recent past. The
development plans and specifications have been released for bidding. Bids are due on May 15,
2012, after which we will have a better understanding of the construction costs.

Proposed TIF Assistance

The Spirit on Lake TIF Plan establishes a new housing TIF district within the Spirit on Lake
Redevelopment Project Area. The financing plan for Spirit on Lake requires the approval of
additional City funding in the form of a TIF pay-as-you-go note of up to $522,800.

Risk Assessment

This project was conceived from PRG being approached by the neighborhood organizations to
identify underutilized sites on Lake Street and resulted in identifying the subject site as a
redevelopment opportunity and further analyzed the need for an affordable housing project
that was friendly to the aging GLBT community. Even though the project had to be reinvented
due to the economic recession and the deflated housing market, the Church (seller) has
extended PRG’s purchase agreement option and the neighborhood associations have issued
recent letters of support.

This is a medium-sized, new construction redevelopment project with a fairly common
financing structure for an affordable housing project in the City. Significant underwriting of the
project has already been completed due to the City’s previous AHTF award, preliminary bond
approval, other funds that have been pledged to the project, and evaluation of the TIF
application. PRG’s development partner, Everwood, has experience with the proposed funding
sources and financing structure.

Several actions have been taken to reduce the risk associated with the commercial space.
First, a letter of intent has been executed with one of the two contemplated users of the
commercial space: a GLBT-oriented resource center and library for 2,500 square feet of the
available 4,200 square feet. Second, the community-oriented use of the resource center
means that part of the commercial build-out cost can be financed with the private low income
housing tax credit equity because this is an eligible cost in basis. Lastly, the operation of the
commercial space is being personally guaranteed by principals at Everwood Development,
which means that these individuals will be personally responsible for paying any debt service
shortfalls attributable to the commercial space.

Proposed Redevelopment Contract Terms
1. The developer will develop the Spirit on Lake project consisting of the following:
(a) A rental apartment component with 29 one-bedroom units, and 17 two-bedroom units.
All 46 units will be affordable to households earning 50% of Area Median Income (AMI)
with five of the units being affordable at 30% AMI for the duration of the Section 8
vouchers.
(b) A commercial component with approximately 4200 square feet available for rent by
community oriented uses.
(c) There will be a total of approximately 71 parking spaces, consisting of 28 surface
spaces and 43 underground spaces.

2. The City will provide TIF assistance in the form of one pay-as-you-go note in an amount
not to exceed $522,800, which contemplates 26 years of increment collection. The
developer intends to assign the TIF note to the holder of the first mortgage loan.
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3. Spirit on Lake has been awarded $318,632 in TBRA funds from the Metropolitan Council for
environmental remediation, and the City will enter into a separate loan agreement with the
developer for these funds.

4. The City has entered into a loan agreement with PRG Inc committing $1,449,000 in
deferred loan funding from the City’s Affordable Housing Trust Fund program. The City and
developer will amend and restate this loan upon assignment by PRG to the developer.

5. In addition to LIHTC equity, the developer will provide equity to the project in the
approximate amount of $332,207.

Future City Council Review

Upon completion of the construction bidding process, staff intends to present a
recommendation seeking final approval of the housing revenue bonds.

Project Timeline

Summer 2012 Project closing

Summer 2012 Start of environmental remediation
Summer 2012 Start of construction

Fall 2013 Project completion

Exhibits
1. Project Data Worksheet
2. Proposed Redevelopment Plan and TIF Plan
3. Resolution approving the Redevelopment Plan and TIF Plan and authorizing issuance of
the TIF note
4. Site plan and building elevations (included within the TIF Plan)
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RESOLUTION
OF THE
CITY OF MINNEAPOLIS

By Goodman and Hodges

Approving the Spirit on Lake Redevelopment Plan and the Spirit on Lake Tax
Increment Financing Plan.

Resolved by the City Council of the City of Minneapolis:

Section 1. Recitals

1.1. Pursuant to Laws of Minnesota 2003, Chapter 127, Article 12, Sections 31-34, and
Minneapolis Code of Ordinances, Chapter 415, the City of Minneapolis (the “City™), acting by and
through its department of Community Planning and Economic Development, has been granted
the authority to propose and implement city development districts, housing and redevelopment
projects and tax increment financing (“TIF”) districts, all pursuant to Minnesota Statutes,
Sections 469.001 through 469.134, and 469.174 through 469.179, as amended, and other laws
enumerated therein (collectively, the “Project Laws”).

1.2. It has been proposed and the City has caused to be prepared, and this Council has
investigated the facts with respect to, the proposed Spirit on Lake Redevelopment Plan and the
proposed Spirit on Lake Tax Increment Financing Plan (collectively, the "Plans™). The Plans
create a new redevelopment project and housing TIF district. The Plans designate property to
be included within the Project Area and the TIF district, indicate land uses, and identify a
budget for expenditures, all pursuant to and in accordance with the Project Laws.

1.3. The City has performed all actions required by law to be performed prior to the
approval of the Plans, including, but not limited to, a review of the proposed Plans by the
affected neighborhood group and the City Planning Commission, transmittal of the proposed
Plans to the Hennepin County Board of Commissioners and the School Board of Special School
District No 1 for their review and comment, and the holding of a public hearing upon published
notice as required by law.

Section 2. Findings and Election

2.1. The Council hereby finds, determines and declares that the objectives and
actions authorized by the Plans are all pursuant to and in accordance with the Project Laws.
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2.2. The Council hereby finds, determines and declares that the Plans conform to
the general plan for the development or redevelopment of the city as a whole. Written
comments of the City Planning Commission with respect to the Plans were issued, are
incorporated herein by reference, and are on file in the office of the City Clerk.

2.3. The Council further finds, determines and declares that the Plans will afford
maximum opportunity, consistent with the sound needs of the city as a whole, for the
redevelopment of the Project Area and TIF District by private enterprise.

2.4. The Council further finds, determines and declares that the land in the Project
Area and TIF District would not be made available for redevelopment without the financial
aid to be sought.

2.5. The Council further finds, determines and declares that the Spirit on Lake TIF
District is a housing district pursuant to Minnesota Statutes, Section 469.174, Subdivision 11.

2.6. The Council further finds, determines and declares that the proposed
development would not reasonably be expected to occur solely through private investment
within the reasonably foreseeable future.

2.7. The Council further finds, determines and declares that the reasons and facts
supporting the findings in this resolution are described in the Plans.

2.8. The Council further elects the method of computation provided in Minnesota
Statutes, Section 469.177, Subdivision 3, Paragraph (a). The Council acknowledges that, by
making this election, the entire fiscal disparity contribution required of the City for
development occurring within this district will be taken from outside the Spirit on Lake TIF
District.

2.9. The Council hereby finds, determines and declares that it is necessary and in the
best interests of the City at this time to approve the Plans.

Section 3. Approval of the Plans

3.1. Based upon the findings set forth in Section 2 hereof, the Plans presented to
the Council on this date are hereby approved and shall be placed on file in the office of the
City Clerk.

Section 4. Implementation of the Plans
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4.1. After passage and publication of this Resolution, the officers and staff of the
City and the City's consultants and counsel are authorized and directed to proceed with the
implementation of the Plans, and for this purpose to negotiate, draft, prepare and present
to this Council for its consideration, as appropriate, all further modifications, plans,
resolutions, documents and contracts necessary for this purpose.

4.2. As provided under Minnesota Statutes, Section 469.178, Subdivision 7, this
Council hereby authorizes the advance of revenues from other available development
revenues of the City in the principal amount needed to offset any negative fund balances
incurred with respect to this District as a result of expenditures incurred prior to or in
excess of the collection of tax increment revenue. The interest rate paid on such advances
shall be equal to the rate of interest those revenues would have generated in their fund,
but not to exceed the greater of the rates specified under Minnesota Statutes, Sections
270C.40 or 549.09 as from time to time adjusted. The term of this advance shall end upon
the termination of the District, although as revenues are available in the fund for the
District, the advance shall be offset by such amounts.
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RESOLUTION
OF THE
CITY OF MINNEAPOLIS

By Goodman and Hodges

Authorizing the issuance of a tax increment limited revenue note in substantially the
form recited herein in a principal amount not exceeding $522,800 in connection with the Spirit
on Lake Project.

Whereas, the City of Minneapolis (the “City”), acting pursuant to Laws of Minnesota 2003, Chapter
127, Article 12, Sections 31-34, and Minneapolis Code of Ordinances, Chapter 415, has certain powers,
including without limitation the powers set forth in Minnesota Statutes, Sections 469.001 through 469.047, as
amended (the “HRA Act”) and Minnesota Statutes, Sections 469.174 through 469.179, as amended (the “TIF
Act”); and

Whereas, in furtherance of the objectives of the HRA Act, the City has undertaken programs for the
clearance and reconstruction or rehabilitation of blighted, deteriorated, deteriorating, vacant, unused,
underused or inappropriately used, areas of the City, and the development of housing for persons of low and
moderate incomes, and in this connection the City is carrying out a redevelopment project known as the
Spirit on Lake Redevelopment Project (the “Project”) pursuant to the Spirit on Lake Redevelopment Plan
approved by the City Council on the date of this resolution (the “Redevelopment Plan”); and

Whereas, in furtherance of the Redevelopment Plan, the City has also approved the Spirit on Lake
Tax Increment Financing Plan approved by the City Council on the date of this resolution (the “TIF Plan”);
and

Whereas, pursuant to the TIF Act, and specifically Minnesota Statutes, Section 469.178, subd. 4, the
City is authorized to issue its tax increment limited revenue note(s) to finance the public redevelopment costs
of the Project; and

Whereas, the City has entered or will enter into a redevelopment contract (the “Redevelopment
Contract”) with Spirit on Lake Limited Partnership (the “Developer”), pursuant to which the City will provide
tax increment financing assistance and the Developer will develop a 46-unit affordable rental housing project
with approximately 4,200 square feet of commercial space and related improvements;

Now, Therefore, Be It Resolved by The City Council of The City of Minneapolis:

1. That it is desirable that the City issue a tax increment limited revenue note (the "Note") in
substantially the following form, with such variations, insertions or omissions as are deemed appropriate by
the parties and approved by the Finance Officer:
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[Form of Note]

UNITED STATES OF AMERICA
STATE OF MINNESOTA
COUNTY OF HENNEPIN
CITY OF MINNEAPOLIS

TAX INCREMENT LIMITED REVENUE NOTE

(Spirit on Lake Project)

The City of Minneapolis (the "City"), hereby acknowledges itself to be obligated and, for value
received, promises to pay to the order of Spirit on Lake Limited Partnership, a Minnesota limited partnership
(the "Developer"), solely from the source, to the extent and in the manner hereinafter provided, the principal
amount of this Note, being $522,800 or such lesser amount as may equal the Public Redevelopment Costs,
with interest at the Note Rate, in the installments specified in this Note, on the Payment Dates.

Capitalized terms not defined elsewhere in this Note shall have the meanings below:

“Available Tax Increment” means the Tax Increment received by the City during the period
preceding each Payment Date, less (i) the amount of Tax Increment, if any, which the City must pay
to the school district, the county and the state pursuant to Minnesota Statutes, Sections 469.177,
Subds. 9, 10, and 11; 469.176, Subd. 4h; and 469.175, Subd. 1a, as the same may be amended
from time to time; and (ii) actual administrative costs of the City in an amount not to exceed 10% of
the Tax Increment.

“Certificate of Completion” means a certificate in substantially the form attached to the Contract by
which the City certifies substantial completion of the Minimum Improvements in accordance with the
Contract.

“Contract” means that certain Redevelopment Contract between the City and the Developer dated

insert] , 2012.

"District" means the Spirit on Lake Tax Increment Financing District within the Project.
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"Maturity Date" means the earlier of (i) February 1 of the year following the final year of Tax
Increment collection from the District; and (ii) the date when the principal and interest amount of this
Note has been paid in full.

“Minimum Improvements” means new construction of a 46-unit affordable rental housing project
with approximately 4,200 square feet of commercial space and related improvements as described in
the Contract.

"Note Rate" means 5.5% per annum, compounded semiannually.

"Payment Date" means August 1 of the year of first increment collection from the District and each
August 1 and February 1 thereafter until the Maturity Date; provided, however, that in no event will
any payments commence before the City’'s issuance of the Public Redevelopment Costs Certification
and the Certificate of Completion.

"Project" means the Spirit on Lake Redevelopment Project.

“Property” means the real property legally described in the attached Exhibit A.

“Public Redevelopment Costs” means actual Public Redevelopment Costs as defined in and
approved pursuant to the Contract.

“Public Redevelopment Costs Certification” means a certificate in substantially the form attached
to the Contract, by which the City certifies the Public Redevelopment Costs pursuant to the terms of
the Contract.

“Tax Increment” means that portion of the property taxes generated by the Property and Minimum
Improvements that is actually remitted to the City as tax increment under the Tax Increment Act.

"Tax Increment Act" means Minnesota Statutes, Section 469.174-469.179, as amended, or any
successor statutes applicable to the District.

On each Payment Date, the City shall pay the Developer an installment equal to the lesser of (i) the
Available Tax Increment or (ii) the amount necessary to pay the accrued unpaid interest and the unpaid
principal amount of this Note in full. If an Event of Default (as defined in the Contract) occurs before the
issuance of the Certificate of Completion (as defined in the Contract), then the City may (a) suspend
payment on this Note until the default is cured or (b) terminate the Contract and the City's obligations under
this Note. If an Event of Default occurs after the issuance of the Certificate of Completion, then the City may
suspend payment on this Note until the default is cured. If the City suspends payments due under the Note,
the City shall make the suspended payments to the Developer within five (5) business days after the
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Developer has cured the default. The City is not obligated to pay interest on the amount of the suspended
payments between the date the payment is suspended and the last date on which the City is obligated to
make the suspended payments to the Developer. If all or a portion of the property taxes due and owing on
the Minimum Improvements are not paid, then upon such failure to pay, no interest as required by the Note
shall accrue on an amount equal to the amount of the Available Tax Increment that would have been paid to
the City had such property tax amounts been paid.

Interest shall accrue on the initial principal amount of this Note from the date of issue of the Public
Redevelopment Costs Certification and shall be computed on the basis of a 30-day month/360-day year.
Each payment under this Note, whether a scheduled payment or any other payment, shall be applied first to
current interest, then to accrued unpaid interest and then to the unpaid principal amount of this Note.

On the Maturity Date, this Note shall be deemed paid in full and the City shall have no further
obligation under this Note even if the aggregate of the Available Tax Increment that has actually been paid to
the Developer on the Payment Dates is less than the full principal and interest amount of this Note. The
obligation of the City to make any scheduled payment shall terminate if and to the extent that the full principal
and interest amount of this Note has been paid in full. This Note may be prepaid in full or in part at any time
without penalty.

Each payment on this Note is payable in any coin or currency of the United States of America which
on the date of such payment is legal tender for public and private debts and shall be made by automated
clearing house (ACH) wire transfer pursuant to written wire instructions provided by the Developer or by
check or draft made payable to the Developer and mailed to the Developer at 3550 Labore Road, Suite 10,
St Paul Minnesota 55110 or such other address as the Developer shall provide in writing to the City's notice
address as set forth in the Contract.

The Note is a special and limited obligation and not a general obligation of the City, which has been
issued by the City pursuant to and in full conformity with the Constitution and laws of the State of Minnesota,
including Minnesota Statutes, Section 469.178, subdivision 4, to aid in financing a "project", as therein
defined, of the City consisting generally of defraying certain public redevelopment costs incurred by the
Developer within and for the benefit of the Project.

THE NOTE IS NOT A DEBT OF THE STATE OF MINNESOTA (THE "STATE"), OR ANY
POLITICAL SUBDIVISION THEREOF, INCLUDING THE CITY OF MINNEAPOLIS, MINNESOTA, EXCEPT
THAT THE CITY SHALL BE OBLIGATED TO MAKE PAYMENTS FROM AVAILABLE TAX INCREMENT
AS SET FORTH HEREIN, AND NEITHER THE STATE NOR ANY POLITICAL SUBDIVISION THEREOF,
INCLUDING THE CITY, SHALL BE LIABLE ON THE NOTE, EXCEPT FOR THE CITY'S OBLIGATION TO
MAKE PAYMENTS FROM AVAILABLE TAX INCREMENT AS SET FORTH HEREIN, NOR SHALL THE
NOTE BE PAYABLE OUT OF ANY FUNDS OR PROPERTIES OTHER THAN AVAILABLE TAX
INCREMENT AS SET FORTH HEREIN.

This Note shall not be transferred to any person, unless the City has been provided with an opinion
of counsel acceptable to the City that such transfer is exempt from registration and official statement delivery
requirements of federal and applicable state securities law and an investment letter reasonably acceptable to
the City.
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This Note shall not be payable from or constitute a charge upon any funds of the City, and the City
shall not be subject to any liability hereon or be deemed to have obligated itself to pay hereon from any funds
except the Available Tax Increment, and then only to the extent and in the manner herein specified.

The Developer shall never have or be deemed to have the right to compel any exercise of any taxing
power of the City or of any other public body, and neither the City nor any person executing or registering
this Note shall be liable personally hereon by reason of the issuance of registration thereof or otherwise.

IT IS HEREBY CERTIFIED AND RECITED that all acts, conditions and things required by the
Constitution and the laws of the State of Minnesota to be done, to have happened, and to be performed
precedent to and in the issuance of this Note have been done, have happened, and have been performed in
regular and due form, time, and manner as required by law; that this Note is issued pursuant to the Tax
Increment Act; and that this Note together with all other indebtedness of the City outstanding on the date
hereof and on the date of its actual issuance and delivery, does not cause the indebtedness of the City to
exceed any constitutional or statutory limitation thereon.

IN WITNESS WHEREOF, the City of Minneapolis, by action of its Mayor and City Council, has
caused this Note to be executed by the manual signature of its Finance Officer, and has caused this Note to
be dated , 2012.

CITY OF MINNEAPOLIS

By

Kevin Carpenter
Its Finance Officer

Approved as to form:

Assistant City Attorney

Developer’s Fed. Tax ID No.

EXHIBIT A TO NOTE

[Legal Description of the Property to be Inserted at Closing]
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2. Be It Further Resolved that the form of the Note is hereby approved and shall be executed
by the Finance Officer in substantially the form on file, with such changes therein not inconsistent with law as
the Finance Officer may approve, which approval shall be conclusively evidenced by the execution thereof.

3. Be It Further Resolved that all actions of the members, employees and staff of the City
heretofore taken in furtherance of the issuance of the Note are hereby approved, ratified and confirmed.

4, Be It Further Resolved that the issuance of said Note to the Developer is hereby approved,
and the Note is hereby directed to be issued to the Developer, upon the terms and conditions set forth in the
Redevelopment Contract.

5. Be It Further Resolved that the Finance Officer is hereby authorized and directed to execute
such other documents, agreements and certificates as may be required in connection with the Note.

6. Be It Further Resolved that no provision, covenant or agreement contained in the
aforementioned documents, the Note or in any other document related to the Note, and no obligation therein
or herein imposed upon the City or the breach thereof, shall constitute or give rise to any pecuniary liability of
the City or any charge upon its general credit or taxing powers. In making the agreements, provisions,
covenants and representations set forth in such documents, the City has not obligated itself to pay or remit
any funds or revenues, other than funds and revenues derived from the tax increment revenues which are to
be applied to the payment of the Note, as provided therein and in the Redevelopment Contract. The Note
shall not constitute a charge, lien or encumbrance, legal or equitable upon any property or funds of the City
except that revenue and proceeds pledged to the payment thereof, nor shall the City be subject to any
liability thereon. The holders of the Note shall never have the right to compel any exercise of the taxing
power of the City to pay the outstanding principal on the Note or the interest thereon, or to enforce payment
hereon against any property of the City. The Note shall not constitute a debt of the City within the meaning
of any constitutional or statutory limitation.

7. Be It Further Resolved that the Note, when executed and delivered, shall contain a recital
that it is issued pursuant to the TIF Act, and such recital shall be conclusive evidence of the validity of the
Note and the regularity of the issuance thereof, and that all acts, conditions and things required by the laws
of the State of Minnesota relating to the adoption of this resolution, to the issuance of the Note and to the
execution of the aforementioned documents to happen, exist and be performed precedent to and in the
enactment of this resolution, and precedent to issuance of the Note and precedent to the execution of the
aforementioned documents have happened, exist and have been performed as so required by law.

8. Be It Further Resolved that this resolution shall be in full force and effect from and after its
date of publication.



