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

Date: January 19, 2010

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

Subject: Revolving Loan Funds Programs — Approval of updated guidelines and
Year-end 2009 portfolio summary and delinquency report for the 2%
Loan Program and the 2% Commercial Corridor/Commercial Node
Loan Program.

Recommendation: The CPED Director recommends that the City Council:

e Approve the proposed Revolving Loan Fund Program guideline
changes. See Exhibit A to this report.

e Approve the proposed Commercial Corridor/Commercial Node
2% Revolving Loan Fund guideline changes. See Exhibit B to
this report.

e Approve the attached Resolution delegating authority to the
Director of CPED or his designee to make and execute Lender
Agreements for the Revolving Loan Fund Program and the
Commercial Corridor/Commercial Node 226 Revolving Loan
Fund Program as permitted by City Charter.

¢ Receive and file 2009 loan portfolio and delinquency

information included in this report.

Previous Directives: The Small Business Revolving Loan Fund Program guidelines were
established in 1986. Amendments were made in 1993, 1996, 2000, 2003 and 2004. The
last portfolio summary submitted December 2, 2008.

Department Information

Prepared by: Judy Moses, CPED, Business Finance, 673-5283
Approved by: Charles T. Lutz, Deputy Director CPED
Catherine A. Polasky, Director, Economic Development
Presenters in Committee: Bob Lind and Judy Moses

Reviews
e Permanent Review Committee (PRC): Approval _N.A._ Date

Financial Impact
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e _ X__ No financial impact: The revolving loan fund programs make use of loan
repayments to fund any new loans. Funds have been adequate to provide annual
loan volume of over $2 million per year. Business Finance also maintains a loan
default reserve to handle any loan losses.

Community Impact

¢ Neighborhood Notification: All programs are City-wide small business loan programs.

e City Goals: Assistance to small businesses aids in building communities and in
creating the environment that maximizes economic development opportunities in
Minneapolis.

e Comprehensive Plan: N.A

e Zoning Code: The proposed projects must be in compliance with the City’s Zoning
Code.

e Living Wage/ Business Subsidy Agreement Yes No X
The small business assistance programs of the City have generally been exempt
under the State Act and the City’s local ordinance because of the small size of the
financing package and because the projects that are undertaken are for a variety of
community development purposes.

e Job Linkage Yes No X

Supporting Information

The 2% Revolving Loan Program began originating loans in 1986. The program was expanded
in 2004 through the creation of the 2% Commercial Corridor/ Commercial Node Small Business
Loan Program.

The program guidelines for the 2% Revolving Loan Fund were last updated in 2004. Since that
time we have seen an increase in the number of community lending partners participating in
the programs who do not fall under the term “bank”, therefore we are proposing to update the
terminology that is used in all of the revolving loan guidelines and lender agreements.

The maximum dollar amount of the City’s 2% Revolving Loan Program has been capped at
$40,000 since 2000. With the rising cost of construction we feel that the program would
encourage a larger number of business owners to improve their building or leasehold space if
the maximum loan amount was increased from $40,000 to $50,000. The increase would also
align the maximum loan amount for the 2% Revolving Loan Program with the current maximum
loan amount under the Alternative Financing Program.

If, however, the project being assisted incorporates significant energy efficiency improvements,
staff would like to have the flexibility to increase the maximum loan amount to $75,000, but in
those cases, the City would charge an increased interest rate of 4%. As a result of allowing the
possibility of charging up to 4% interest, staff is recommending deleting “2%” from the name of
the program. Staff is recommending that lending partners be allowed to charge current market
interest rates.

The list of eligible expenditures cited in both the newly-named Revolving Loan Fund Program
guidelines and the Commercial Corridor/Commercial Node 2% Revolving Loan Fund Program
guidelines have been expanded to include building and site improvements that fall under the
category of energy conservation and energy retrofits.

The delinquency rate on the revolving loan fund programs remains at less than 3%, which we
believe will help absorb a higher loan amount and additional borrowing under the proposed
guideline changes.

The following is a summary of the respective portfolios as of 12/31/2009.
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2% Loan Program - Portfolio Summary
(1986-2009)

Total # of Loans to Date: 897 Total Loans Outstanding: 164

Total 2% $ Loaned to Date: $21,280,139 Total $ Outstanding: $2,901,972

Total # of Loans Written Off: 39 Total # of Loans on Watch List: 9

Total $ Amount Written Off: $470,169 Total $ Amount on Watch List: $98,125
Total # of Loans Defaulted: 48* Total # of Loans Paid Off: 694

Default Rate: 2.21%** Total $ Private Invest: $53,719,406

$2.52 of Private Investment for every $1.00 of Public Funds — Not Counting Owner’s Equity.
* Includes loans on the Watch List and loans Written Off.

**The default rate percentage includes the loans currently on the Watch List.

2% Commerical Corridor/ Commercial Node Loan Program

Portfolio Summary
(2004-2009)

Total # of Loans to Date: 79 Total Loans Outstanding: 69

Total 2% $ Loaned to Date: $5,837,800 Total $ Outstanding: $3,977,829
Total # of Loans Written Off: 2 Total # of Loans on Watch List: O
Total $ Amount Written Off: $127,715 Total $ Amount on Watch List: $0
Total # of Loans Defaulted: 2* Total # of Loans Paid Off: 8

Default Rate: 2.19%** Total $ Private Invest: $31,765,358

$5.44 of Private Investment for every $1.00 of Public Funds — Not Counting Owner’s Equity.
* Includes loans on the Watch List and loans Written Off.

**The default rate percentage includes the loans currently on the Watch List.
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RESOLUTION
of the
CITY OF MINNEAPOLIS

Delegating authority to make and execute Lender Agreements consistent with
Revolving Loan Fund Program Guidelines and Commercial Corridor Nodes 2%

Revolving Loan Fund Program Guidelines.
Resolved by The City Council of The City of Minneapolis:

That pursuant to City Charter, Chapter 4, Section 25, authority is delegated by the
City Council to the Director of the Department of Community Planning and Economic
Development (CPED) or his designee, the Manager of Business Finance for CPED to
make and execute Lender Agreements not to exceed the City Council authorized
appropriation for the Revolving Loan Fund Program guidelines (formerly the 2%
Revolving Loan Fund Program) and the Commercial Corridor/Commercial Nodes 2%
Revolving Loan Fund Program guidelines respectively and for a maximum term of ten

(10) years.
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EXHIBIT A

REVOLVING LOAN FUND PROGRAM GUIDELINES

PURPOSE OF FUND

To provide financial assistance to neighborhood retail, service and light manufacturing
businesses through joint private sector and public action.

To establish a city-wide low interest, longer term loan program to provide:

- Capability and incentive for owners and tenants to upgrade
the appearance, structural condition and operating efficiency of their place
of business.

- Improvement of their market and service of their business to
the community.

- Retention and expansion of job opportunities.
In the event program funds are not sufficient to meet all eligible applications, priority will be
given first to those businesses, which, without the low interest rate, would not be able to
improve their property or expand their business. Secondly, priority will be given to those
businesses located in Community Development Block Grant Target Areas of the City.
Thirdly, priority to applicants with personal net worth less than $1 million. Subject to these
priorities, the City in reviewing applications may consider the following:

- The date of the application.

- The extent of the improvements leveraged by the Revolving Loan Funds.
- The extent of new or expanded business and job opportunities.

- The extent of rehabilitation and use of existing vacant structures.

PARTICIPATION AND FINANCING

The Revolving Loan Fund (RLF) program is established and will operate as a public/private
sector partnership of the City of Minneapolis and local lenders and/or other lending
partners.

The RLF program is shared financing among a bank, other lending partners and the City of
Minneapolis. The RLF will provide up to one-half of each small business loan. In most
cases, the City share will be up to a maximum of $50,000 at a fixed interest rate of 2%. If,
however, the project being assisted incorporates significant energy efficiency
improvements, RLF may provide up to a maximum of $75,000 at a fixed interest rate of 4%.

Matching funds at least equal to the amount provided by the RLF will be provided at current
interest rates by local community lenders and/or other lending partners.

The portion of the borrower's equity to be injected into the project will be determined by the
lender.

Administration will be shared by the City of Minneapolis, Department of Community
Planning and Economic Development and participating local lenders.

- the Department of Community Planning and Economic Development will
coordinate the program with business and community development
organizations.
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- Local lenders will execute Lender Agreements with the City of Minneapolis
to carry out their participation in accordance with these guidelines.

[l LOAN TERMS AND CONDITIONS

A. RLF/LENDER Participation

The RLF and a participating lender will share in a loan on a matching basis.
For example, the RLF and a lender will each provide $50,000 for a $100,000 loan.

B. Maximum Loan

Ordinarily, RLF will participate in a loan up to a maximum of $50,000 per
project with up to 2 loans per borrower. If the project being assisted incorporates
significant energy efficiency improvements, however, RLF may provide up to a
maximum of $75,000 per project. A lender may increase its portion over the
amount of the RLF portion provided that the maximum combined loan per project is
$225,000.

C. Interest Rates

The RLF loans are ordinarily made at a fixed rate of 2%. If, however, the
amount of the loan exceeds $50,000, because the project being assisted
incorporates significant energy efficiency improvements, the RLF loan will be made
at a fixed rate of 4%. In most instances, the RLF are subordinate to funds provided
by the lender.

The participating lender is allowed to charge current interest rates, fixed or
variable over the term of the loan.

EXAMPLE:
Year Monthly
Amount Rate Term Payment
RLF Loan $25,000 2% 10 $230.
Lender Loan $25,000 10% 10 $330
Total $50,000 $560

Blended 6 %
D. Term

The term of the City’s loan shall be 10 years or less and will be matched by
the term of the lender’s loan. The lender shall make the determination for an
appropriate term relating to the applicant's ability to pay and the use of funds.

E. Collateral Required

The lender shall have the sole responsibility of determining the applicant's credit
risk through a credit bureau and any other type of investigation typically used by the
lender.

City Staff will evaluate and approve individual loan applications in
accordance with these approved program guidelines.

The lender and the City together shall determine the type and amount of collateral
the borrower will provide and the lender shall in most cases have a senior lien on
the collateral.
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The lender shall file any liens required on collateral.

The City of Minneapolis is not named on the loan papers. All loan
documents are to be in the name of the lender.

F. Loan Disbursements

Payments to borrowers and/or contractors shall be made by the lender.
Loan disbursements will be limited to three (3) in total; two partial payments plus
one final payment (minimum of 10% of total loan) when all work is completed and
inspected.

G. Lien Wavers

The lender will collect lien waivers and/or other documentation as deemed
necessary by the lender.

ELIGIBILITY CRITERIA

A. Applicants

The applicant may be: individual owners, partnerships, corporations, tenant
operators or contract for deed purchasers.

An applicant must have the ability to repay the loan and be an acceptable
credit risk as determined by a lender.

Applicant must have obtained a commitment letter from a participating
lending institution in order to secure a waiting list status for the 2% RLF.

An applicant's property status must be as a conforming use or a legal non-
conforming use under the City's Zoning Ordinance.

Applicants may apply for funding multiple times but can in no case borrow
more than $50,000 per project unless such project incorporates significant energy
efficiency improvements, in which case, the maximum loan amount is $75,000 per project.
In the case that the original loan has been paid off and 5 years have expired since the most
recent loan origination, the borrower is eligible for another loan.

Applicants must be willing to upgrade their property regarding health and
safety problems as defined by the City.

Upon completion of the improvements, the applicant's property must pass a
City of Minneapolis health and safety inspection.

In the event that the borrower moves his/her business out of the City of
Minneapolis, the loan will become due and payable.

The applicant is encouraged to cooperate with the City of Minneapolis’ jobs
programs, including JOBLINK and any other employment and training opportunities
that may be available at the time of closing.

B. Improvements

1. Exterior Improvement Loan

An applicant may improve the exterior appearance of the building
and property and will not be required to do any interior improvements if the
applicant passes the City of Minneapolis health and safety inspection. Where
design standards have been established for the area in which the loan is to be
made, review and approval of the business or community organization responsible
will be obtained by the borrower.

Page 7



The following are eligible expenditures:
- All work on the front and sides of business buildings facing public streets.
- Cleaning, painting and staining of exterior surfaces.
- Masonry repairs.

- Repairing or replacing of cornices, entrances, doors, windows, decorative
details and awnings.

- Sign removal, repairing or replacement.

- Architectural design services for plans and specifications.
- Parking lots, including lighting, surfacing and landscaping.
- Building identification.

- Other items that are viewed necessary to complement the exterior of the
building.

- Building permits.

- Energy audits.

- Roofing.

- Energy conservation and energy retrofits
- Handicap access.

- Streetscape costs not financed by special assessment.

2. Exterior-Interior Improvement Loan

Upon upgrading the exterior appearance and the correction of all health and
safety code deficiencies (as recorded by the City Inspections Department) an
applicant may include other fixed interior improvements in the work plan. In
addition to the eligible expenditures listed previously under the exterior
improvement loan, the following additional expenditures are eligible:

- Almost all fixed improvements including the repair and/or
decoration of walls, ceilings, floors, lighting, windows, doors, entrances,
electrical, plumbing, mechanical, air conditioning, architectural change,
energy improvements, etc.

- Professional fees in conjunction with the completion of a
project may be paid for reasonable engineering, architectural and other
related service fees necessary to plan, estimate costs, etc.

3. Production Equipment Loan

If the applicant passes the City’s health and safety inspection, loan funds
may be borrowed for the purchase of production equipment. Production equipment
is defined as any equipment or machinery that will increase the productivity of the
business. The purchase of equipment should also contribute to new job
opportunities or business investment. Replacement of equipment will not be
considered an eligible purchase unless the applicant can demonstrate increased
job opportunities resulting from the purchase of the equipment.

Page 8



Ineligible Costs

The following costs are ineligible

- Refinancing of existing debts.
- Non-fixed improvements.

- Working capital.

- Inventory.

- Sweat Equity (payment for the applicant's own labor and performance for
construction of improvements).

- Billboard Advertising

Improvements Completed Prior to Loan Closing

Such improvements are eligible if the following steps have been taken:

- Applicant must have already filled out a loan application with City prior to
the work proceeding.

- Applicant must have a commitment letter from their Lender
and the city confirming their financing and approval of the project.

- Applicant must agree to include all Health and Safety items
in work to be done.

- Final bids will be required to assess the total City portion of
the loan. Closing will not be set up until final bids have been received.

If the above conditions have been met, the applicant may proceed using
his/her own funds or interim financing from a lender. However, this is done at the
applicant's and/or lender's own risk until the total scope of work has been approved
by the City and the loan has been closed.

Neighborhood Community Group Notification

The appropriate Neighborhood Group, as designated by the Department of
Community Planning and Economic Development, will be notified of loan
applications received from businesses in their neighborhood.

Public Purpose For Use of RLF Funds

The loan applicant must fit into at least ONE of the categories below, in order to be
eligible for the RLF program.

1. Benefit to Low Income Persons

a. The assisted project is located within an area defined by the city in which a
majority of low and moderate income persons reside and provides improved
services to the area.

b. The assisted project provides jobs available to low and moderate income
persons.

c. The assisted project provides assistance to low income persons to expand
an existing business or start a new one.

2. Prevention of Slums or Blight
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The assisted project prevents or eliminates deterioration by making
building improvements.
3. Community and Small Business Development
a. The assisted project improves the economic viability of the community it
serves.
b. The assisted project provides for increasing operating efficiency, energy
efficiency and marketability of the business.

CONTRACTING AND CONSTRUCTION

All applicants shall provide the City with information on the "Loan Application" detailing
applicant's interest regarding rehabilitation of the building, giving permission for health and
safety inspection and any other requested supplements necessary to achieve the approval
of the project.

A document (Scope of Work) must be submitted to the Department of Community Planning
and Economic Development and the lender detailing the work to be performed, estimated
cost, specifically detailing how the health and safety work is to be satisfied and any other
documentation necessary to achieve City approval of the project.

Contractors and all Sub-contractors providing work under this program are to be licensed
and must meet the insurance and bonding requirements of the lender. The contractor
and/or sub-contractor is to be knowledgeable of and/or responsible for quality and
workmanship, conducting proper business practices, be financially capable and
demonstrate that they are an Equal Opportunity Employer.

The quality and progress of the work is to be monitored throughout the term of the contract
by the loan recipient, general contractor and the lender.

Payment requests (either partial or final) cannot be made by the borrower or contractor
until a written request for payment (or estimate) is made and the loan recipient, City, and
lender have accepted the improvement plan in writing. If the contractor requests periodic
draws on completed work, the draws shall be limited in amounts equal to the value of
materials furnished and/or services performed at the time of request. Number of payments
will be limited to three (3) including the final payment. All payments are subject to a final
10% holdback. The holdback may be used to correct unsatisfactory work, or to defray
costs to obtain a replacement contractor and/or to complete the project. The contractor is
to furnish the necessary lien waivers to the lender or borrower for all payments. All work is
to be covered by the normal required permits and approvals of affected agencies.

All work must be inspected by the City of Minneapolis to insure conformance with code and
compliance with specifications prior to final payment. Final payment will not be made until
all building related permits have been signed off by the field inspectors.

MINNEAPOLIS EMPLOYMENT AND TRAINING PROGRAMS

Jobs created or vacated through the activities financed by the City’s Revolving Loan Fund
have the potential to be filled by working with the Community Planning and Economic
Development Department’s Workforce Coordinator. The City works closely with the
Minneapolis Employment and Training network as well as ISEEK.org, a computerized
metro-wide job posting service.

The borrower is encouraged to contact the Community Planning and Economic
Development Department’s Workforce Coordinator to obtain a list of neighborhood
employment counselors located throughout the City. Companies located inside the
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Minneapolis Empowerment Zone may also be eligible for federal income tax credits as a
result of their hiring. City assisted customized training may also be available.

Vi ORIGINATION FEE

The applicant is required to pay an Origination Fee of 1% of the principal amount of the
City’s loan with a minimum payment of $150 to cover program administration expenses. It
shall be the responsibility of the lender to collect this fee and to remit it to the City of
Minneapolis.
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EXHIBIT B

COMMERCIAL CORRIDOR/COMMERCIAL NODES
2% REVOLVING LOAN FUND PROGRAM GUIDELINES

PURPOSE OF FUND

To provide financial assistance to neighborhood retail, service and light manufacturing
businesses through joint private sector and public action.

To establish a city-wide low interest, longer term loan program in designated Commercial
Corridors & Commercial Nodes (Attachment A) to provide:
- Capability and incentive for owners and tenants to upgrade the appearance,

structural condition and operating efficiency of their place of business.
- Improvement of their market and service of their business to the community.
- Retention and expansion of job opportunities.

In the event program funds are not sufficient to meet the demands
of all eligible applicants,
priority will be given first to those businesses, which, without the low interest rate, would not
be able to improve their property or expand their business. Secondly, priority will be given
to those businesses located in Community Development Block Grant Target Areas of the
City. Thirdly, priority to applicants with personal net worth less than $1 million. Subject to
these priorities, the City in reviewing applications may consider the following:

The date of the application.

The extent of the improvements leveraged by the Revolving Loan Funds.

The extent of new or expanded business and job opportunities.
- The extent of rehabilitation and use of existing vacant structures.

PARTICIPATION AND FINANCING

The Commercial Corridor/ Commercial Nodes 2% Revolving Loan Fund (CC/CN RLF)
program is established and will operate as a public/private sector partnership of the City of
Minneapolis and local banks and/or other lending partners.

The CC/CN CC/CN RLF program is shared financing among a bank, other lending partners
and the City of Minneapolis. CC/CN RLF it will provide up to one-half of each small
business loan up to a maximum of $75,000 at an interest rate of 2%.

Matching funds at least equal to the amount provided by the CC/CN RLF will be provided at
current interest rates by local community banks and/or other lending partners.

The portion of the borrower's equity to be injected into the project will be determined by the
lender.

Administration will be shared by the City of Minneapolis, Department of Community
Planning and Economic Development and participating local lenders.
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- The Department of Community Planning and Economic Development will
coordinate the program with business and community development
organizations.

- Local lenders will execute Lender Agreements with the City of Minneapolis
to carry out their participation in accordance with these guidelines.

[l LOAN TERMS AND CONDITIONS

A. CC/CN RLF/LENDER Participation

The CC/CN RLF and a participating lender will share in a loan on a
matching basis. For example, the CC/CN RLF and a lender will each provide
$75,000 for a $150,000 loan.

B. Maximum Loan

CCJ/CN RLF will participate in a loan up to a maximum of $75,000 per
project with up to 2 loans per borrower. A lender may increase its portion over
$75,000, provided that the maximum combined loan per building is $225,000.

C. Interest Rates

The CC/CN RLF loans are made at a fixed interest rate. In most instances,
these funds are subordinate to funds provided by the lender.

The participating lender is allowed to charge current interest rates, fixed or variable
over the term of the loan.

EXAMPLE:
Year Monthly
Amount Rate Term Payment
CC/CN RLF Loan $25,000 2% 10 $230
Lender Loan $25,000 10% 10 $330
Total $50,000 $560

Blended rate 6 %

D. Term

The term of the loan shall be up to 10 years or less and will be matched by
the term of the lender’s loan. The lender shall make the determination for an
appropriate term relating to the applicant's ability to pay and the use of funds.

E. Collateral Required

The lender shall have the sole responsibility of determining the applicant's credit
risk through a credit bureau and any other type of investigation typically used by the
lender.

City staff will evaluate and approve individual loan applications in
accordance with these approved program guidelines.

The lender and the City together shall determine the type and amount of
collateral the borrower will provide and the lender shall in most cases have a senior
lien on the collateral.

The lender shall file any liens required on collateral.
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The City of Minneapolis is not named on the loan papers. All loan
documents are to be in the name of the lender.

F. Loan Disbursements

Payments to borrowers and/or contractors shall be made by the lender.
Loan disbursements will be limited to three (3) in total; two partial payments plus
one final payment (minimum of 10% of total loan) when all work is completed and
inspected.

G. Lien Wavers

The lender will collect lien waivers and/or other documentation as deemed
necessary by the lender.

ELIGIBILITY CRITERIA

A. Applicants

The applicant may be: individual owners, partnerships, corporations, tenant
operators or contract for deed purchasers.

An applicant must have the ability to repay the loan and be an acceptable
credit risk as determined by a lender.

Applicant must have obtained a commitment letter from a participating
lending institution in order to secure a waiting list status for the CC/CN RLF.

An applicant's property status must be as a conforming use or a legal non-
conforming use under the City's Zoning Ordinance.

Applicants may apply for funding multiple times but can in no case borrow
more than $75,000 per project. In the case that the original loan has been paid off and 5
years have expired since the most recent loan origination, the borrower is eligible for
another loan.

Applicants must be willing to upgrade their property regarding health and
safety problems as defined by the City.

Upon completion of the improvements, the applicant's property must pass a
City of Minneapolis health and safety inspection.

In the event that the borrower moves his/her business out of the City of
Minneapolis, the loan will become due and payable.

The applicant is encouraged to cooperate with the City of Minneapolis’ jobs
programs, including JOBLINK and any other employment and training opportunities
that may be available at the time of closing.

B. Improvements

1. Exterior Improvement Loan

An applicant may improve the exterior appearance of the building and property and
will not be required to do any interior improvements if the applicant passes the City
of Minneapolis health and safety inspection. Where design standards have been
established for the area in which the loan is to be made, review and approval of the
business or community organization responsible will be obtained by the borrower.

The following are eligible expenditures:

- All work on the front and sides of business buildings facing public streets.
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- Cleaning, painting and staining of exterior surfaces.
- Masonry repairs.

- Repairing or replacing of cornices, entrances, doors, windows, decorative
details

and awnings.
- Sign removal, repairing or replacement.
- Architectural design services for plans and specifications.
- Parking lots, including lighting, surfacing and landscaping.
- Building identification.

- Other items that are viewed necessary to complement the exterior of the
building.

- Building permits.

- Energy audits.

- Roofing.

- Energy conservation and energy retrofits.

- Handicap access.

- Streetscape costs not financed by special assessment.

2. Exterior-Interior Improvement Loan

Upon upgrading the exterior appearance and the correction of all health and
safety code deficiencies (as recorded by the City Inspections Department) an
applicant may include other fixed interior improvements in the work plan. In
addition to the eligible expenditures listed previously under the exterior
improvement loan, the following additional expenditures are eligible:

e Almost all fixed improvements including the repair and/or decoration of
walls, ceilings, floors, lighting, windows, doors, entrances, electrical,
plumbing, mechanical, air conditioning, architectural change, energy
improvements, etc.

e Professional fees in conjunction with the completion of a project may be
paid for reasonable engineering, architectural and other related service
fees necessary to plan, estimate costs, etc.

3. Production Equipment Loan

If the applicant passes the City’s health and safety inspection, loan funds
may be borrowed for the purchase of production equipment. Production equipment
is defined as any equipment or machinery that will increase the productivity of the
business. The purchase of equipment should also contribute to new job
opportunities or business investment. Replacement of equipment will not be
considered an eligible purchase unless the applicant can demonstrate increased
job opportunities resulting from the purchase of the equipment.

Ineligible Costs

The following costs are ineligible

- Refinancing of existing debts.
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- Non-fixed improvements.
- Working capital.
- Inventory.

- Sweat Equity (payment for the applicant's own labor and performance for
construction of improvements).

- Billboard Advertising

D. Improvements Completed Prior to Loan Closing

Such improvements are eligible if the following steps have been taken:

- Applicant must have already filled out a loan application with City prior
to the work proceeding.

- Applicant must have a commitment letter from their Lender and the city
confirming their financing and approval of the project.

- Applicant must agree to include all Health and Safety items in work
to be done.

- Final bids will be required to assess the total City portion of the loan.
Closing will not be set up until final bids have been received.

If the above conditions have been met, the applicant may proceed using
his/her own funds or interim financing from a lender. However, this is done at the
applicant's and/or lender's own risk until the total scope of work has been approved
by the City and the loan has been closed.

Neighborhood Community Group Notification

The appropriate Neighborhood Group, as designated by the Department of
Community Planning and Economic Development, will be notified of loan
applications received from businesses in their neighborhood.

Public Purpose For Use of CC/CN RLF Funds

The loan applicant must fit into at least ONE of the categories below, in
order to be eligible for the RLF program.

1. Benefit to Low Income Persons

a. The assisted project is located within an area defined by the city in which a
majority of low and moderate income persons reside and provides improved
services to the area.

b. The assisted project provides jobs available to low and moderate income
persons.

c. The assisted project provides assistance to low income persons to expand
an existing business or start a new one.

2. Prevention of Slums or Blight

The assisted project prevents or eliminates deterioration by making
building improvements.
4. Community and Small Business Development
c. The assisted project improves the economic viability of the community it
serves.
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d. The assisted project provides for increasing operating efficiency and
marketability of the business.

CONTRACTING AND CONSTRUCTION

All applicants shall provide the City with information on the "Loan Application" detailing
applicant's interest regarding rehabilitation of the building, giving permission for health and
safety inspection and any other requested supplements necessary to achieve the approval
of the project.

A document (Scope of Work) must be submitted to the Department of Community Planning
and Economic Development and the lender detailing the work to be performed, estimated
cost, specifically detailing how the health and safety work is to be satisfied and any other
documentation necessary to achieve City approval of the project.

Contractors and all Sub-contractors providing work under this program are to be licensed
and must meet the insurance and bonding requirements of the lender. The contractor
and/or sub-contractor is to be knowledgeable of and/or responsible for quality and
workmanship, conducting proper business practices, be financially capable and
demonstrate that they are an Equal Opportunity Employer.

The quality and progress of the work is to be monitored throughout the term of the contract
by the loan recipient, general contractor and the lender.

Payment requests (either partial or final) cannot be made by the borrower or contractor
until a written request for payment (or estimate) is made and the loan recipient, City, and
lender have accepted the improvement plan in writing. If the contractor requests periodic
draws on completed work, the draws shall be limited in amounts equal to the value of
materials furnished and/or services performed at the time of request. Number of payments
will be limited to three (3) including the final payment. All payments are subject to a final
10% holdback. The holdback may be used to correct unsatisfactory work, or to defray
costs to obtain a replacement contractor and/or to complete the project. The contractor is
to furnish the necessary lien waivers to the lender or borrower for all payments. All work is
to be covered by the normal required permits and approvals of affected agencies.

All work must be inspected by the City of Minneapolis to insure conformance with code and
compliance with specifications prior to final payment. Final payment will not be made until
all building related permits have been signed off by the field inspectors.

MINNEAPOLIS EMPLOYMENT AND TRAINING PROGRAMS

Jobs created or vacated through the activities financed by the City’s 2% Revolving Loan
Fund have the potential to be filled by working with the Community Planning and Economic
Development Department’'s Workforce Coordinator. The City works closely with the
Minneapolis Employment and Training network as well as ISEEK.org , a computerized
metro-wide job posting service.

The borrower is encouraged to contact the Community Planning and Economic
Development Department’s Workforce Coordinator to obtain a list of neighborhood
employment counselors located throughout the City. Companies located detailed inside
the Minneapolis Empowerment Zone may also be eligible for federal income tax credits as
a result of their hiring. City assisted customized training may also be available.

ORIGINATION FEE

The applicant is required to pay an Origination Fee of 1% of the principal amount of the
City’s loan with a minimum payment of $150 to cover program administration expenses. It
shall be the responsibility of the lender to collect this fee and to remit it to the City of
Minneapolis.
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Attachment A

COMMERCIAL CORRIDORS

o West Broadway Mississippi River to Penn Avenue
 Central Avenue 18" Ave. NE to 29" Ave. NE

e E. Hennepin Avenue Mississippi River to 6" St. SE
e Franklin Avenue Mississippi River to 1-35W

e Lake Street 36™ Ave. S to Abbott Ave S
 Excelsior Blvd. 32" St w to Lake Street

e Lagoon Avenue Dupont Ave. to Humboldt Ave.

¢ Nicollet Avenue [-94 to Lake Street

e Lyndale Avenue Franklin St to Lake St

¢ Hennepin Avenue Franklin St to Lake Street

QUALIFYING COMMERCIAL NODES

42"° St No. and Fremont Ave. No (including: 44™ & Humboldt)
44" St and Penn Ave. No.

46" St. and Lyndale Ave. No.

Camden (41%/42" St. No. and Lyndale Ave. No.)
Lowry Ave. and Penn Ave. No

Lowry Ave. and Emerson Ave. No
Lowry Ave. and Lyndale Ave No
Plymouth Ave. and Penn/Oliver Ave No
Glenwood Ave and Cedar Lake Road
13" St. NE/ Broadway/University Ave
Como Ave & 16™ Ave SE

29" Ave NE and Johnson St NE

22" Ave NE and Johnson St NE
University Ave. and Bedford St. SE
Bloomington Ave and 25" St. So
Bloomington Ave and 35" St. So

38" st. and 42" Ave So

38™ St. and Minnehaha Ave So

38" st. and 23" Ave So

38" St. and Cedar Ave. So

38" St. and Bloomington Ave

38" St. and Chicago Ave So

38" St. and 4™ Ave So

42" st. and Bloomington Ave So

42" St. and Cedar Ave So

50" St. and 34" Ave So

Cedar Ave So and Minnehaha Parkway
48" St. and Chicago Ave So

56" St. and Chicago Ave So
36" St. and Bryant Ave So
38™ st. and Nicollet Ave So

43" and Nicollet Ave So
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46" St.
46" st.
50" st.
50" St.
50" St.
54" st.
54 st.

and Nicollet Ave So
and Bryant Ave So
and Bryant Ave So
and Penn Ave So
and France Ave So
and Penn Ave So
and Lyndale Ave So

Nicollet Ave and Diamond Lake Rd

60" and Nicollet Ave So

Linden Hills (Sheridan Ave So and 43" st W)
Morningside (44™ and France Ave So)
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