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

Date: November 18, 2014

To: Council Member Lisa Goodman, Chair, Community Development &
Regulatory Service Committee

Subject: Broadway Flats - Public Hearing and Request for Final Approval of up
to $13.9 million in Tax Exempt Multi-family Housing Entitlement
Revenue Bonds

Recommendation: Adopt the attached Resolution giving Final Approval of up to
$13.9 million in Tax-Exempt Multi-family Housing Entitlement Revenue Bonds for
the Broadway Flats Avenue mixed use housing project.

Previous Directives: On February 24, 2012, the City Council authorized the
submission of LCDA-TOD and TBRA-TOD grant applications to the Metropolitan
Council on behalf of this project, and granted exclusive development rights to Rose
Development for the City-owned properties at 2413 and 2423 Penn Avenue North
for a period of 24 months. On June 29, 2012, the City Council accepted an LCDA-
TOD grant in the amount of $1,536,100 and a TBRA-TOD grant in the amount of
$463,900 that had been awarded by the Metropolitan Council. On November 2,
2012, the City Council approved a loan from the Affordable Housing Trust Fund
(AHTF) in the amount of $750,000 for this project. On April 26, 2013, the City
Council granted exclusive development rights to Rose Development for the City-
owned properties at 2425, 2503, 2507 and 2511 Penn Avenue North for a period of
24 months. On October 18, 2013, the City Council approved an additional loan from
the Affordable Housing Trust Fund (AHTF) in the amount of $300,000. On January
23, 2014, the City Council authorized the submission of an application to DEED’s
Redevelopment Grant Program on behalf of this project. On June 13, 2014, the City
Council authorized staff to continue the PAA (project authorization analysis) to
determine if tax increment financing (TIF) assistance is appropriate and justifiable,
and authorized staff to negotiate the terms and conditions of a redevelopment
contract and prepare a TIF Plan and any necessary Redevelopment Plan
modifications for the project. On August 29, 2014, the City Council authorized the
extension of the City’s exclusive development rights agreement for the City owned
parcels at 2413 and 2423 Penn Avenue North.

Prepared by: Tiffany Glasper, CPED Senior Project Coordinator (612) 673-5221




Approved by: Cathy Polasky, Director, Economic Development
Charles T. Lutz, CPED Deputy Director
Presenter in Committee: Tiffany Glasper

Financial Impact
. The project will generate semi-annual administrative fees.

Community Impact

« Neighborhood Notification — The Jordan Area Community Council and the West
Broadway Business and Area Coalition have been afforded an opportunity to
review and comment on the development proposal.

. City Goals: A Safe Place To Call Home; Eco-Focused; Many People, One
Minneapolis; Jobs & Economic Vitality; Livable Communities, Healthy Lives; A
City That Works

. Sustainability Targets: Affordable Housing Units — new construction.

. Comprehensive Plan: 4.10 Minneapolis will increase its housing that is affordable
to low and moderate income households. 4.9.1 Minneapolis will grow by
increasing its supply of housing. 4.11 Minneapolis will improve the availability of
housing options for its residents.

« Zoning Code: The proposed development complies or will comply with the
zoning code.

Supporting Information

Broadway Flats, LLLP is proposing to purchase the City-owned properties at 2413,
2423, 2425, 2503, 2507 and 2511 Penn Avenue North and combine them with the
properties they own at 2220 West Broadway Avenue, 2419 Penn Avenue North and
2412 Queen Avenue North for the purposes of constructing a four-story, mixed use
building containing 103 units of affordable rental housing and approximately 18,000
square feet of commercial/retail space. It should be noted that 2512 Queen Avenue
North is subject to a purchase agreement between Broadway Flats, LLLP and St.
Anne’s Church. The sale will occur as part of the project closing.

The project is proposed to be 100% affordable to households at or below 50% and
60% MMI.

The project’s commercial retail space is proposed to be occupied by the relocated
and redesigned Broadway Liquor Outlet, a Laundromat and up to three additional
tenants who have yet to be identified.

The developers are including shared surface parking for the commercial uses and
the neighboring St. Anne’s Church, underground parking for the residents, an
integrated transit shelter, bike racks, multiple green space locations around the site
and public art.

The City-owned properties included as part of this project were acquired as follows:

ADDRESS ACQUISITION COSTS ACQUISITION DATE
2413 Penn Ave North $1.00 July 20, 2011




2423 Penn Ave North $25,000 December 13, 2011

2425 Penn Ave North $25,000 February 10, 2012
2503 Penn Ave North $25,000 October 10, 2007
2507 Penn Ave North $1.00 February 25, 2000
2511 Penn Ave North $85,000 November 28, 2011

Financing Information

The total development costs (TDC) for the project are estimated at $23.4 million,
which does not include the approximate $2 million for the commercial/retail build-
out which is being financed separately with private financing. If this request is
approved, all of the project financing will be secured and in place. Please refer to
the attached Project Data Worksheet for details.

Developer equity in the project includes deferring a portion of the developer fees of
approximately $427,455. The developer has submitted an application to CPED staff
for final approval of Housing Revenue Entitlement Bonds which carries automatic
4% low income housing tax credits. The tax credits will generate approximately
$8,418,768 of syndication proceeds which is equity to the project. The developer is
requesting the issuance of bonds in an amount not to exceed $13.9 million in Series
A and B bond releases. Preliminary estimates of the Series A Bond in the amount
of $11 million will be secured by a first mortgage on the property and credit
enhanced by a HUD 221(d)(4) loan guarantee. The Series B bonds in the amount
of approximately $1.5 million will be secured by a TIF note and credit enhanced by
a HUD 221(d)(4) loan guarantee.

If this funding is approved as requested, the Broadway Flats project will leverage
approximately $15.5 million in private funding sources. These sources represent
approximately 66% of the combined total development cost (TDC) of $23.4 million.
Further analysis of the project financing shows that public funding makes up
approximately 34% of the total development cost and private funds make up the
remaining 66%.

The developer has proposed a total developer fee of approximately $1,657,000
million that represents 7% of the total development cost, which is in compliance
with the CPED Housing Developer Fee Policy.

The current status of the 2013/2014 HRB Entitlement allocation is shown below.

2013 Allocation Remaining $21,301,966
2014 Entitlement Allocation $48,759,326

Total Available Allocation $70,061,292

Current Projects

Broadway Flats Project ($ 13,900,000)

Cameron (prelim approval) ($ 7,500,000)

Balance Available for
Other Projects ($48,661,292)

Bond Purchaser/Underwriter To Be Determined



Bond Counsel Kutak Rock
Council Member Informed Yes, Ward 5

Attachments
« Project Data Worksheet
« Resolution



2014R-
RESOLUTION
of the
CITY OF
MINNEAPOLIS

Authorizing the issuance of bonds, in a principal amount not to
exceed $13,900,000 in the form of Housing Revenue Bonds (Broadway
Flats Apartments Project), Series 2015, and approving and authorizing
the execution of various documents in connection therewith.

Whereas, pursuant to the Minnesota Municipal Housing Act, Minnesota
Statutes, Chapter 462C, as amended (the “Act”), a city is authorized to carry
out programs for the financing of multifamily housing for persons of low and
moderate income, and to authorize its housing and redevelopment authority to
act on its behalf; and

Whereas, the City Council (the “City Council”) of the City of Minneapolis
(the “City”) has prepared the Housing Plan for Local Housing for the City of
Minneapolis, Minnesota, revised June, 1984 (the “Plan”) which plan was adopted
pursuant to the Act on July 13, 1984; and

Whereas, the Act requires adoption of a housing finance program after a
public hearing held thereon for which notice was published in a newspaper of
general circulation in the City at least fifteen (15) days in advance of the
hearing; and

Whereas, there has been proposed a program (the “Program”) for the
issuance of up to $13,900,000 of one or more of its tax-exempt Housing
Revenue Bonds (Broadway Flats Apartments Project), Series 2015 (the “Bonds”)
to finance the acquisition and construction by Broadway Flats, LLLP, a
Minnesota limited liability limited partnership (the “Developer”), of a 103-unit
multifamily rental housing development and facilities functionally related and
subordinate thereto, located at 2220 West Broadway Avenue in the City (the
“Project”); and



Whereas, the Community Development Committee of the Minneapolis City
Council, on behalf of the City held a public hearing on the Program and
proposed issuance of the Bonds after at least 15 days published notice thereof
and after submission of the Program to the Metropolitan Council for review and
comment; and

Whereas, the City on November 18, 2014 did conduct a public hearing on
the Program; and

Whereas, the Council has been advised by The Sturges Company,
representing the Developer, that on the basis of information available to them,
the Project is economically feasible; and

Whereas, the City desires to facilitate the development of rental housing
within the community, encourage the preservation of affordable housing
opportunities for residents of the City, encourage the preservation of housing
facilities designed for occupancy by persons of low or moderate income within
the boundaries of the City, and the maintenance of affordable units in the
Project would assist the City in achieving these objectives; and

Whereas, the Program will result in the provision of decent, safe and
sanitary rental housing opportunities to persons within the community; and

Whereas, this City Council has been advised that conventional,
commercial financing to pay the capital costs of the Program is available only on
a limited basis and at such high costs of borrowing that the economic feasibility
of operating the Project would be significantly reduced, but the City Council has
been further advised that with the aid of municipal financing and resulting low
borrowing costs, the Project is economically more feasible; and

Whereas, the staff of the City considers the proposed Program to be in
furtherance of the housing policies of the State of Minnesota as stated in the Act
and of the City as stated in the Plan; and

Whereas, the program is to be financed from the proceeds of the Bonds,
to be issued by the City, and the revenues from the Project (as defined below)



shall be pledged for the security and payment of the Bonds (except as may
otherwise be set forth in the Indenture and Loan Agreement hereinafter
referred to); and

Whereas, the proceeds of the Bonds will be used by the City to fund a
loan to the Developer to finance the acquisition and construction of the Project;
and

Whereas, the Developer has requested that the City issue the Bonds for
the benefit of the Developer, pursuant to the terms of a Trust Indenture, dated
on or after January 1, 2015 (the "Indenture’), between the City and a trustee to
be selected by the Developer (the "Trustee™); and

Whereas, the Developer has requested that the City loan the proceeds
derived from the sale of the Bonds to the Developer pursuant to the terms of a
Loan Agreement, dated on or after January 1, 2015 (the "Loan Agreement"),
between the City and the Developer, and the Developer proposes to apply the
proceeds of the loan made pursuant to the terms of the Loan Agreement (the
"Loan™) to the payment of a portion of the costs of the acquisition, construction,
and equipping of the Project and related costs; and

Whereas, the Bonds will be issued pursuant to the terms of the Indenture
and this resolution and the Bonds and the interest on the Bonds: (i) shall be
payable solely from the revenues pledged therefor under the Loan Agreement;
(i) shall not constitute a debt of the City within the meaning of any
constitutional or statutory limitation; (iii) shall not constitute nor give rise to a
pecuniary liability of the City or a charge against its general credit or taxing
powers; (iv) shall not constitute a charge, lien, or encumbrance, legal or
equitable, upon any property of the City other than the City’s interest in the
Loan Agreement; and (v) shall not constitute a general or moral obligation of
the City; and

Whereas, forms of the following documents (including the exhibits
referred to therein) have been submitted to the City:

a. The Bonds;

b. The Loan Agreement;



C. The Indenture;

d. A Regulatory Agreement, dated on or after January 1, 2015 (the
"Regulatory Agreement™), between the City, the Developer, and the Trustee,
entered into to ensure continuing compliance with certain rental and occupancy
restrictions imposed by the Act and Section 142(d) of the Code, and to ensure
continuing compliance with certain restrictions imposed by the City; and

e. A Bond Purchase Agreement, dated on or after the pricing date of
the Bonds, between the City, the Developer, and The Sturges Company, as
original purchaser of the Bonds.

The agreements described and referred to in paragraphs a through e
above shall hereinafter sometimes be referred to collectively as the
"Agreements";

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

That it is hereby found, determined and declared that:

a. The preservation of the quality of life in the City is dependent upon
the maintenance, provision and preservation of an adequate housing stock
which is affordable to persons and families of low or moderate income, that
accomplishing this is a public purpose, and that many would-be providers of
housing units in the City are either unable to afford mortgage credit at present
market rates of interest or are unable to obtain mortgage credit because the
mortgage credit market is severely restricted.

b. The development and implementation of the Program, and the
issuance of the Bonds by the City, and the execution and delivery of the
Agreements and the performance of all covenants and agreements of the City
contained therein and of all other acts and things required under the
Constitution and Laws of the State of Minnesota to make the Agreements and
the Bonds valid and binding obligations of the City in accordance with their
terms, are authorized by the Act.

C. The implementation of the Program for the purposes and in the
manner contemplated by the Agreements conforms or will conform to all
pertinent statutes, regulations and ordinances of the State of Minnesota and the
City.



d. It is desirable that the Bonds be issued by the City, in an aggregate
principal amount not to exceed $13,900,000, on the terms set forth in the
Resolution, the Indenture, the Loan Agreement, the Regulatory Agreement and
the Bonds.

e. The payments required or provided for by the Agreements are
intended to produce income and revenues sufficient to provide for the payment
when due of principal of and interest on the Bonds issued under the Resolution,
and payments are required to be made for such expenses of, among other
things, administration of the Program as will be necessary to protect the
interests of the City.

f. Pursuant to the provisions of the Act, and as provided in the
Agreements, the Bonds shall be retired solely from the revenues of the Project.

Be It Further Resolved that the Agreements in substantially the forms
submitted to the City at this meeting are hereby approved. Such of the
documents as require the execution of the City are hereby authorized and
directed to be executed or accepted, as the case may be, and delivered in the
name and on behalf of the City by its Finance Officer upon execution thereof by
the parties thereto as appropriate. The Bonds and the Agreements shall be
executed and delivered as provided therein. Copies of all the documents
necessary for the consummation of the transactions described herein and in the
Agreements shall be delivered, filed and recorded as provided herein and in the
Agreements.

Be It Further Resolved that the form and terms of the Agreements may
be varied prior to execution and delivery by the parties thereto, provided that
any such variance shall not be, in the opinion of the City's legal counsel and the
Finance Officer, materially adverse to the interests of the City. The execution
and delivery of the Agreements as provided above shall be conclusive evidence
of the determination that any such variance was not materially adverse to the
interests of the City.

Be It Further Resolved that in anticipation of the collection of revenues of
the Project, there shall be issued forthwith the Bonds, which issuance is
approved, substantially in the forms and upon the terms set forth in the
Agreements and the Bonds, the terms of which are for this purpose
incorporated in this Resolution and made a part hereof as if fully set forth
herein. The Bonds shall be dated as of the date and shall mature on the dates
(subject to redemption on such earlier dates as provided in the Bonds), bear



interest and be payable at the rates, all determined as set forth in the
Agreements and the Bonds, to be approved, executed and delivered by the
officers of the City authorized to do so by the provisions of this Resolution,
which approval shall be conclusively evidenced by such execution and delivery;
provided that such rates shall result in an average coupon rate not greater than
two percent (2.0%) per annum with respect to the Bonds.

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

Be It Further Resolved that the Bonds are hereby designated "Program
Bonds™ and are determined to be within the "Housing Program™ and the
"Program,™ all as defined in Resolution 88R-030 of the City adopted January 29,
1988, and as amended by Resolution 97R-402 of the City adopted December
12, 1997.

Be It Further Resolved that the execution of said Bonds to the Purchaser
is hereby approved, and the Bonds are hereby directed to be delivered to the
Purchaser, upon the terms and conditions set forth in the Agreements and the
Bonds. The Finance Officer of the City is hereby authorized and directed to
prepare and execute by manual or facsimile signature the Bonds as described in
the Agreements and to deliver it to the Purchaser together with a certified copy
of this Resolution, and the other documents required by the Agreements.

Be it Further Resolved that the Finance Officer is hereby authorized to
execute and deliver, on behalf of the City, such other documents and
certificates as are necessary or appropriate in connection with the issuance,
sale, and delivery of the Bonds, including various certificates of the City, an
Information Return for Tax-Exempt Private Activity Bond Issues, Form 8038,
with respect to the Bonds, a certificate as to arbitrage and rebate, and similar
documents, appropriate amendments to the Housing Program, and all other
documents and certificates as the Finance Officer shall deem to be necessary or
appropriate in connection with the issuance, sale, and delivery of the Bonds.
The City hereby authorizes Kutak Rock LLP, as bond counsel to the City in
connection with this financing ("Bond Counsel™), to prepare, execute, and
deliver its approving legal opinions with respect to the Bonds.

Be it Further Resolved that the City will not participate in the preparation
of an official statement or other disclosure document relating to the offer and
sale of the Bonds (the "Disclosure Document™), and will make no independent



investigation with respect to the information contained in the Disclosure
Document, including the appendices thereto, and the City assumes no
responsibility for the sufficiency, accuracy, or completeness of such information.
The City hereby approves the Continuing Disclosure Agreement, dated on or
after January 1, 2015 (the "Continuing Disclosure Agreement"), between the
Developer and the Trustee, in the form now on file with the City.

Be It Further Resolved that all covenants, stipulations, obligations and
agreements of the City contained in this Resolution and the aforementioned
documents shall be deemed to be the covenants, stipulations, obligations and
agreements of the City to the full extent authorized or permitted by law, and all
such covenants, stipulations, obligations and agreements shall be binding upon
the City. Except as otherwise provided in this Resolution, all rights, powers and
privileges conferred and duties and liabilities imposed upon the City by the
provisions of this Resolution or of the aforementioned documents shall be
exercised or performed by the City or by such members of the City, or such
officers, board, body or agency thereof as may be required or authorized by law
to exercise such powers and to perform such duties.

No covenant, stipulation, obligation or agreement herein contained or
contained in the aforementioned documents shall be deemed to be a covenant,
stipulation, obligation or agreement of any member of the City, or any officer,
agent or employee of the City in that person's individual capacity, and neither
the City Council nor any officer or employee executing the Bonds shall be liable
personally on the Bonds or be subject to any personal liability or accountability
by reason of the issuance thereof.

No provision, covenant or agreement contained in the aforementioned
documents, the Bonds or in any other document related to the Bonds, 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 Project, the proceeds of which are to be applied to
the payment of the Bonds, as provided therein and in the Agreements. The
Bonds shall not constitute a charge, lien or encumbrance, legal or equitable,
upon any property or funds of the City except the revenue and proceeds
pledged to the payment thereof, nor shall the City be subject to any liability
thereon. The holders of the Bonds shall never have the right to compel any
exercise of the taxing power of the City to pay the outstanding principal of the
Bonds, or the interest thereon, or to enforce payment thereof against any
property of the City. The Bonds shall recite in substance that the Bonds,



including the interest thereon, are payable solely from the revenues and
proceeds pledged to the payment thereof. The Bonds shall not constitute a debt
of the City within the meaning of any constitutional or statutory limitation.

Be It Further Resolved that except as herein otherwise expressly
provided, nothing in this Resolution or in the aforementioned documents
expressed or implied is intended or shall be construed to confer upon any
person or firm or corporation, other than the City or any holder of the Bonds
issued under the provisions of this Resolution, any right, remedy or claim, legal
or equitable, under and by reason of this Resolution or any provision hereof,
this resolution, the aforementioned documents and all of their provisions being
intended to be and being for the sole and exclusive benefit of the City and any
holder from time to time of the Bonds issued under the provisions of this
Resolution.

Be It Further Resolved that in case any one or more provisions of this
Resolution, or of the aforementioned documents, or of the Bonds issued
hereunder shall for any reason be held to be illegal or invalid, such illegality or
invalidity shall not affect any other provision of this Resolution, or of the
aforementioned documents, or of the Bonds, but this Resolution, the
aforementioned documents, the Bonds shall be construed and enforced as if
such illegal or invalid provision had not been contained therein.

Be It Further Resolved that the Bonds, when executed and delivered,
shall contain a recital that they are issued pursuant to the Act, and such recital
shall be conclusive evidence of the validity of the Bonds 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 Bonds 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 Bonds, and precedent to the
execution of the aforementioned documents have happened, exist and have
been performed as so required by law.

Be It Further Resolved that in the event any of the officers of the City
authorized to execute documents on behalf of the City under this resolution
have resigned or shall for any reason be unable to do so, any member of the
City, or officer of the City, is hereby directed and authorized to do so on behalf
of the City, with the same effect as if executed by the officer authorized to do
so in this Resolution.



Be It Further Resolved that the City hereby allocates up to $13,900,000
of its 2015 (or carryover) entitlement authority to issue tax-exempt bonds
pursuant to Minnesota Statutes, Chapter 474A, to the Bonds, the actual amount
of such allocation to be in the aggregate principal amount of Bonds issued.

Be It Further Resolved that this Resolution shall take effect upon
publication.



