% Cloquet Economic Development Authority
- MEETING AGENDA
CLOQUET Wednesday June 3, 2020
\ 8:00AM

: VIA TELECONFERENCE

———

ACTION TAKEN

1. Call Meeting to Order
2. Announcements, Adjustments, Correspondence, and Other Comments

3. Approval EDA Meeting Minutes
a. Regular Meeting May 6, 2020

4. Approval of Monthly Financials:
a. April 2020

5. Action Items/Presentations:
a. REVIEW AND APPROVE THE TIF PLAN & DEVELOPMENT AGREEMENT FOR
DEVELOPMENT DISTRICT NO. 5 AND THE ESTABLISHMENT OF TAX INCREMENT
FINANCING DISTRICT NO. 5-1 (A HOUSING DISTRICT)

b. GAP FINANCING LOAN APPLICATION FOR BUILDING PURCHASE AT 1403
AVENUE C & SCDP GRANT REQUEST FOR DOWNTOWN EXTERIOR
BUILDING IMPROVEMENTS AT 1403 AVENUE C

c. SCDP GRANT REQUEST FOR DOWNTOWN EXTERIOR BUILDING
IMPROVEMENTS AT 102 AVENUE C

d. EDA FEEDBACK

Updates / Open Discussion
a. Agenda Information Updates

6. Adjourn
e Next Meeting July 8, 2020 at 8:00 a.m.
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CHAMBER
e Congrats to all Cloquet Leadership Program graduates! INDEPiNngEEE D | Y
e Calling for fireworks donations, see this ad for details—> 5 JULY 4. 2020 '
e Golf Outing will be August 24" ’
e Membership Appreciation Luncheon will be August 12%

4

COUNTY .
e Cloquet Small Cities Grants: The Cloguetiathlotiuly,

o0 Shooting Starts Annex is waiting to close on their refinance *-'!.?ll_’,ﬂ

of their contract for deed before closing on the SCDP rehab

Typically, 90% of our donations come from the

project. g e Ly
0 612 Cloquet Avenue, Jerry Manthey finally received a YOU more than ever this year!

viable bid, rehab contract docs should be signed this week The freworks cost 13,000

to start re-roofing. yeara success!

e Broadband continues to be a hot topic with all of the distance et e
learning/working from home that COVID-19 has required. We Wl o i
continue to reach out to providers who may be willing to develop - e
projects to bring better internet service to residents/workers in a4t eltrtion

225 Sunnyside Drive,Cloguet, MN 55720
Carlon Couny e o
CITY

e The Cloquet EDA Small Business Assistance Loan Program was launched May 20" with
administration by Entrepreneur Fund staff. Information can be found at:
http://info.entrepreneurfund.org/cloquetbusinessassistanceloan. To date, six Cloquet
businesses have inquired with EF on the program, an additional 3 from Scanlon/Esko
have as well and staff informed them they are not eligible geographically. All businesses
will work with EF on all available resources with programs from the federal, state,
regional, and local forms of government they are located in.

e ARDC was successful in obtaining EPA Brownfields Assessment Grant funding and staff
will be part of the Brownfields Advisory Committee to help engage communities in the
region and to select sites for inclusion in the work program. The grant award period will
start in September 2020 and has a three-year time frame.

e Later this week the City expects to receive payment from Burger King and next week for
work to begin on the remodel of the former Wendy’s, near Walmart, into Burger King.



http://info.entrepreneurfund.org/cloquetbusinessassistanceloan

GOVERNMENT AND POLITICS

Internet access an issue for many in Carlton County

Large portions of the county cannot access high-speed internet service, but local and state

officials are working with residents and providers to expand access.
Written By: Jamey Malcomb | May 21st 2020 - 8am.
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Large swaths of Carlton County are unserved or underserved by broadband internet access,
according to the Minnesota Department of Employment and Economic Development. (News Tribune

graphic)
Carlton County residents adjusting to the realities of working or learning

remotely have encountered a similar problem since the COVID-19 outbreak sent
many people for extended stays in their homes: Internet access.

According to the Minnesota Department of Employment and Economic Development, vast

swaths of rural Carlton County are either unserved or underserved by broadband internet
services.

An unserved residence lacks any connection to a broadband network and underserved areas have
access, but at speeds unable to support video chats or other frequently used online tools required


https://www.duluthnewstribune.com/news/government-and-politics/

for working and learning remotely. Most underserved areas of the county have download speeds
of 25 megabits per second and 3 Mbps upload speeds.

Video chats, streaming services and other modern internet tools typically require 100 Mbps
download and 20 Mbps upload speeds.

“We are fortunate in our state that most of our communities do have access to high-speed,
reliable internet service,” DEED Broadband Development Manager Angie Dickison said. “But
the pandemic has made us even more acutely aware of the areas that are lacking — particularly
at a time when so many of us need high-speed internet for distance learning, telemedicine and
telecommuting.”

Brenda Nyberg, a grant writer for the Carlton County Economic Development Department,
knows firsthand about the problems with slow or unreliable internet service. A Cromwell
resident, Nyberg has been working remotely for most of the past two months and her three sons
have been trying to continue school from home, putting enormous pressure on an area of the
county that is underserved. Nyberg said she recently found out she can get internet access from
Frontier, but potentially not at the speeds the family needs.

They are still investigating the service, but have been using an AT&T hotspot to access the
internet.

“There are four of us trying to be online at the same time, and it is really tough,” Nyberg said.
“It’s definitely not ideal. The speeds are slow, it’s unreliable, you get kicked off. It’s just really
hard to have any long term connectivity.”

While larger cities and those relatively close to the 1-35 corridor like Cloquet, Carlton and Moose
Lake enjoy ideal speeds, the more rural communities like Cromwell, Wrenshall and Kettle River
are underserved at best.

“There are some areas of the county that have phenomenal internet service and there are small
pockets throughout the county that just haven’t been reached yet by a provider,” Nyberg said.
“We’ve talked with MediaCom and CenturyLink. MediaCom has been receptive on some
smaller projects, it just all depends where they are already at with their projects and if it makes
sense for them financially to expand any further. It’s expensive to put fiber in the ground.”



Minnesota Gov. Tim Walz’s “Border-to-Border” broadband infrastructure aims to ensure every
home in Minnesota has access to 25/3 speeds by 2022 and 100/20 speeds by 2026. Dickison said
the governor’s broadband task force estimates the state needs to spend $35 million per year to
achieve the 2022 goal.

The program received $20 million in 2019 and 2020, but the Minnesota Legislature adjourned
without approving a bonding bill for 2021. Walz is expected to call a special session in June for
the Legislature to finish its work.

“We are hopeful for the potential of additional funding as we have bipartisan support,” Dickison
said. “Everyone understands how important it is to have affordable and reliable internet service.”

In the meantime, the state awarded more $600,000 to the Fond du Lac Band of Lake Superior
Chippewa to bring broadband internet service to residents on the Fond du Lac Reservation in
2019 and nearly $570,000 to help Frontier expand service between Cromwell and Kettle River.

Dickison also encouraged unserved or underserved residents to contact DEED.

“In terms of areas of the county that lack those speeds we do encourage individuals to reach out
to us,” she said. “We work with broadband providers to find options if they are available and to
create partnerships to get infrastructure deployed where it is needed most.”
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MINUTES OF THE REGULAR EDA MEETING

EDA Members Present: Steve Micke, Ross Peterson, Lara Wilkinson, Shelia Lamb, John Riihiluoma,
Sue Ryan, Dave Manderfeld

EDA/EXx-Officio/Staff Members Absent: Kelly Zink (Chamber)

Ex-Officio Staff/Staff Members Present: Holly Hansen, Tim Peterson, Nancy Klassen (City), Mary
Finnegan (Carlton County EDA), Todd Hagen (Ehlers), Jim and Lisa Kuklis (Kuklis Construction),
Shawn Wellnitz (Entrepreneur Fund)

1. CALL TO ORDER

President Ross Peterson called the meeting to order at 8:00 a.m. The meeting was conducted by
video/teleconference via Go To Meeting for EDA attendees and recorded by Swagit for CAT-7. As such,
Ms. Hansen said she would run the meeting and would conduct roll call voting.

2. ANNOUNCEMENTS, ADJUSTMENTS, CORRESPONDENCE AND OTHER
None.

3. APPROVAL OF MONTHLY MEETING MINUTES
EDA Secretary Hansen asked for any corrections or additions to the March 4, 2020 Meeting Minutes?
Hearing none she asked for a motion, then conducted a roll call vote.
Motion: Commissioner Micke moved, and Commissioner Peterson seconded, that the EDA
approve the Regular EDA Meeting Minutes from March 4, 2020.
(Motion passed 6-0, Lamb not present yet).

4. APPROVAL OF MONTHLY FINANCIALS

a. JANUARY 2020 EDA FINANCIALS

Ms. Hansen reviewed the January 2020 cash balances and loans for the EDA. For the cash balances,

she noted increases in Funds 201, 203 and 206, with no change to the project Fund 201 and Loan

Fund 202. Ms. Hansen asked for a motion to approve the January 2020 Cloquet EDA financials, then

conducted roll call vote.

Motion:  Commissioner Micke moved, and Commissioner Manderfeld seconded, that the
EDA January 2020 financials be approved. (Motion passed 6-0, Lamb not present

yet).

b. EEBRUARY 2020 EDA FINANCIALS

Ms. Hansen reviewed the February 2020 cash balances and loans for the EDA. For the cash balances,
she noted increases in Funds 201, 203 and 206, with no change to the project Fund 201 and Loan
Fund 202. Ms. Hansen asked for a motion to approve the February 2020 Cloquet EDA financials,
then conducted roll call vote.
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Motion: Commissioner Micke moved, and Commissioner Manderfeld seconded, that the
EDA February 2020 financials be approved. (Motion passed 6-0, Lamb not present

yet).

c. MARCH 2020 EDA FINANCIALS

Ms. Hansen reviewed the March 2020 cash balances and loans for the EDA. For the cash balances,

she noted increases in Funds 201, 202, 203 and 206, with no change to the project Fund 201. Ms.

Hansen asked for a motion to approve the March 2020 Cloquet EDA financials, then conducted roll

call vote.

Motion:  Commissioner Micke moved, and Commissioner Peterson seconded, that the EDA
March 2020 financials be approved. (Motion passed 6-0, Lamb not present yet).

5. ACTION ITEMS /PRESENTATION / DISCUSSION

a. RESOLUTION NO. 20-01 RESOLUTION REQUESTING THE CITY COUNCIL OF THE
CITY OF CLOQUET CALL FOR A PUBLIC HEARING ON THE ESTABLISHMENT
OF DEVELOPMENT DISTRICT NO. 5 AND THE ESTABLISHMENT OF TAX
INCREMENT FINANCING DISTRICT NO. 5-1 (A HOUSING DISTRICT)

Ms. Hansen provided an overview of the proposed 5 building, 10-unit senior duplex development on

5 undeveloped lots located along the south side of Trail Drive. The proposed Housing TIF District is

comprised of two portions of land that are not contiguous to one another within a previously

constructed subdivision. Ms. Hansen noted the housing goals for the City with 140 age restricted

units needed in Cloguet through 2025 (80 market rate and 60 affordable).

Todd Hagen City Financial Advisor on the project from Ehlers, provided a review of the TIF Run for
year one and then year two for the development in both present and future value terms. He echoed
that with no infrastructure expenses in the project that the eligible TIF expenses would be in the
actual building construction and used for the public purpose of affordable senior units. The developer
will invest $2.2 million and the TIF Note is proposed to run 15 years. The City’s Development
Agreement and TIF Plan will require the Look Back provision on project costs, and the TIF Note will
be pay as you go.

Jim Kuklis developer for the project and his wife Lisa Kuklis joined the discussion stating the project
is important to provide housing for seniors otherwise they will locate elsewhere. He then stated he
would like to ensure the Development Agreement for the project stipulate that he begin with the block
of land with the three easterly lots for six units, then the second year of the project the last two
westerly lots for the remaining four units.

Motion: Commissioner Manderfeld moved, and Commissioner Lamb seconded, that the
EDA approve Resolution 20-01 recommending to Council that a public hearing be
called for the establishment of Development District No. 5 and the establishment of
Tax Increment Financing for District No. 5-1. (Motion passed 7-0).
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b. CLOQUET EDA SMALL BUSINESS ASSISTANCE LOAN (COVID-19 RELIEF)

Ms. Hansen provided a detailed overview on establishing a Small Business Assistance Loan
program in an effort to provide small business relief under COVID-19 conditions. The program
would provide up to $20,000 for a term of five years at 2% interest with the first six months
deferred. Businesses need to have applied to federal and state resources, be located in
commercial/office or industrial properties within the city of Cloquet municipal boundary, be up to
date on city utilities and taxes, make not more than $2 million in gross revenue, and have 1-30
employees to qualify. Ms. Hansen recommended making $300,000 available from Fund 202,
paying 8% to the Entrepreneur Fund to administer, and depending on response levels provided
providing three years of technical assistance funding to the Entrepreneur Fund to support small
business work. Shawn Wellnitz CEO of the Entrepreneur Fund joined the meeting and provided
background on other efforts they are working on with communities in the region, in addition to
providing COVID-19 SBA (federal), DEED (state), regional grant resources, and various other
regional (IEDC Itasca County) and city programs (City of Duluth). The partnership would
provide businesses options to leverage other COVID-19 resources and business technical
assistance. Commissioner Lamb asked about ensuring businesses have recovery plans in place
post COVID related to business recovery. Commissioner Ryan said businesses are planning but
the reality is very unknown how things will play out with COVID-19.

Motion:  Commissioner Micke moved, and Commissioner Ryan seconded, that the EDA
make available $300,000 from Fund 202, paying an additional 8% to the
Entrepreneur Fund to administer, and depending on response levels provided
providing three years of technical assistance funding to the Entrepreneur Fund to
support small business work in support of the Cloquet Small Business Assistance
Program (COVID-19 Relief). (Motion passed 7-0).

6. UPDATES /OPEN DISCUSSION
a. Carlton Lofts Tour Cancelled due to COVID-19
Ms. Hansen instead referred to the staff report with before-after photos on the project.

b. Agenda Information Updates
Carlton County EDA Director Mary Finnegan provided a legislative update on jail efforts. She
inquired about the City’s 90-day deferrals and inquired how many businesses and residents have
participated in the offer, Ms. Hansen responded 5 of 13 active loan holders have.

Next meeting date
June 3, 2020

ADJOURNED 8:56 a.m.
Respectfully submitted,

Holly Hansen, Community Development Director
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To: City of Cloquet Economic Development Authority (EDA)
From: Holly Hansen, Community Development Director
Date: May 21, 2020
ITEM DESCRIPTION: EDA Review of Monthly Financial Statements (April 2020)

EDA Requested Action
The EDA is asked to approve the April 2020 financials.

Monthly Review

Attached the EDA members will find the April 2020 cash balances and loans for economic development.
CASH BALANCES

The summary of April financials which currently total $1,778,988.87 are:

e Fund 201 (LDO-Loan) there is an increase in Fund 201 due to loan repayments from loans
made within Fund 201 and from repayments from loans made in Fund 202 and former Fund 204
which are being redirected into Fund 201 to remove their federal and state loan restrictions.

o Fund 201 (LDO-Project/Loan) there no change in the amount, these funds are derived from the
state (DEED) MIF One Time Exception participation by the City of Cloquet and the EDA has
placed these separately to identify potential future project/or loan funding opportunities.

e Fund 202 (Fed CDBG) there is and increase in Fund 202 due to quarterly interest
dispursements.

e Fund 203 (ED) there is an increase in Fund 203 due to loan repayments into this fund.

o Fund 206 (Revolved Phase 3 SCDP loan repayments) there is an increase in Fund 206 due to
Owner Occupied loan repayments.

LOAN STATUS

Total outstanding loans for City are $479,375.35 with monthly repayments of over $5,360.71.

90-DAY COVID-19 DEFERRALS

A total of 5 loan holders, two business and three residential rehab loans took the 90-Day deferral
opportunity choosing which months to apply this to (over the months of March — July). The total monthly
deferral impact is $1,539.26 and the total 90-Day deferral impact is $4,617.78. Those amounts are simply
added on to the end of the loan term. Staff has noted that one of the commercial participants in the
deferral has their building currently listed for sale.

DAQOTA SYSTEMS (WOODWARD ENTERPRISES LLC)
The building is listed for sale or lease, the last loan payment to the City was 5-17-19. Staff has directed
space inquiries and provided the owner leads, who will continue to make business decisions.

1
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Policy Objectives
As a standalone EDA, the monthly financial statements must be reviewed and approved by the EDA.

Financial Impacts
None at this time.

Staff Recommendation
Staff recommends that the EDA move to approve the April 2020 EDA financial statements.

Supporting Documentation
e April 2020 Cash Balances; April 2020 Loan Balances




City of Cloquet
Cash Balances

April 2020
Current Previous
Month Month
201 LDO Loan (EDA) - Loan $466,661.25 1 $465,124.53
201 LDO Loan (EDA) - Project/Loan $105,006.21 $105,006.21
202 Federal CDBG Loan (EDA) $847,279.24 $847,279.24
203 Economic Development Loan (City) $282,573.09 1 $282,212.69
206 Revolving SCGP $77,469.08 1 $77,090.08
$1,778,988.87 $1,776,712.75

Monthly change explanations:

1 - Loan repayments
2 - Quarterly interest earned




Community Development
Loan Balances

April 2020
*EXp.
Loan Loan Monthly Maturity ucc
Loan Date % Amount Payment Date Balance or FF
Fund 201 from 202 (EDA)
Dagota 1 3/29/2011 3% $ 300,000.00 S 1,727.82 1/1/2032 S 222,967.94 4/26/2021
Daugherty 11/30/2012  2.25% $ 125,000.00 S 647.26 12/1/2032 S 85,536.76 12/3/2022
Radoush Holdings LLC 10/13/2017  3.25% S 10,475.00 $ 139,59 11/15/2024 $  7,124.20
[Fund 201 $ 2,514.67 $ 315,628.90 |
Fund 201 from 204 (EDA)
Synapp North 9/27/2011 3% $ 100,000.00 $ 690.58 10/1/2026 S 49,147.24
Pioneer Recovery 2 6/21/2013  2.25% $  95,500.00 S 889.46 7/15/2023 § 34,246.28 8/2/2023
fFund 201 $ 1,580.04 S 83,393.52 |
Fund 203 (City)
Wood City Lights 2 4/1/2014 3% $  54,050.00 S 360.40 4/1/2029 S 34,822.65
[Fund 203 $  360.40 $ 34,822.65 |
Fund 203 from Fund 207 (City)
CMW Retail Properties 7/1/2012 1% $ 100,000.00 $ 598.49 8/1/2027 S 50,206.43 6/25/2022
|Fund 203 $  598.49 $ 50,206.43 |
Fund 206 from 208 (EDA}
Janet Chalberg 2 8/23/2016 3% S 7,017.00 S 92.72 8/23/2023 $ 3,608.81
Diane Mullen 7/17/2017 3% S 6,274.00 S 87.62 2/17/2024 S  3,799.71
Mark & Rebecca Lambert 2 12/15/2016 3% S 7,395.00 S 97.67 12/15/2023 S 4,229.99
Jamie Lund 12/15/2016 3% S 7,500.00 S 99.10 12/15/2023 S 4,209.86
Billy Joe Wise 2 8/11/2017 3% S 7,493.00 $ 99.01 9/11/2024 S 4,908.87
Tammy Randa 9/13/2017 3% S 7,024.00 S 92.81 10/13/2024 S  4,601.61
Donna Trettel 9/29/2017 3% S 7,461.00 S 98.58 10/29/2024 S 4,787.65
|Fund 208 $ 667.51 $ 30,146.50 |
Total Community Development Loans Outstanding $ 5,360.71 S 479,375.35
Notes:

1 - Requested loan deferral, granted for 6 months June to November 2018. Last payment 5/17/2019.
2 - Requested loan deferral, granted for Aprif, May & June, COVID-19 Relief.

* . Can re-file continuation within 6 months of expiration.
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To: City of Cloquet Economic Development Authority (EDA)
From: Holly Hansen, Community Development Director
Date: May 27, 2020

ITEM DESCRIPTION: RESOLUTION NO. 20-02, RESOLUTION RECOMMENDING
THE ESTABLISHMENT OF DEVELOPMENT DISTRICT NO. 5 AND ADOPTING A
DEVELOPMENT PROGRAM THEREFOR AND ESTABLISHING TAX INCREMENT
FINANCING DISTRICT NO. 5-1 THEREIN AND ADOPTING A TAX INCREMENT
FINANCING PLAN THEREFOR AND DEVELOPMENT AGREEMENT BY AND
BETWEEN THE CITY OF CLOQUET, MINNESOTA AND TRAIL'S EDGE, LLC

EDA Requested Action
The EDA is asked to approve and recommend to the Cloquet City Council:

1) RESOLUTION NO. 20-02, RESOLUTION RECOMMENDING THE
ESTABLISHMENT OF DEVELOPMENT DISTRICT NO. 5 AND ADOPTING A
DEVELOPMENT PROGRAM THEREFOR AND ESTABLISHING TAX
INCREMENT FINANCING DISTRICT NO. 5-1 THEREIN AND ADOPTING A TAX
INCREMENT FINANCING PLAN THEREFOR; AND

2) DEVELOPMENT AGREEMENT BY AND BETWEEN THE CITY OF CLOQUET,
MINNESOTA AND TRAIL'S EDGE, LLC

Background
In 2003, Jim Kuklis Construction began the Trails Edge Phase senior duplex rental project west

of 18 Street on Trail Drive. No public assistance was sought for that project which constructed
11 buildings for a total of 22 senior rental units (slab on grade duplex format, executive finish)
and constructed Trail Drive which remains a private street that dead ends. There were a total of
16 buildable lots originally constructed, however only 11 were constructed upon, leaving 5
remaining unconstructed lots. This TIF Application “Trails Edge Phase 2” will complete the
construction of the 5 remaining lots along the south side of Trail Drive generating 10 senior
duplex rental units.
MN Housing TIF Districts
The public benefit provided in exchange for using TIF is occupancy, in part, by low- and
moderate-income individuals. In the case of this project, a proposed senior rental project the
requirement is either:

1. 20-50 test: 20 percent of the units are occupied by individuals whose incomes are 50

percent or less of the area median income.

1
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2. 40-60 test: 40 percent of the units are occupied by individuals whose incomes are 60
percent or less of the area median income.

These rental limits apply for the duration of the TIF district and are screened annually by the
City to examine compliance that the 20% of units rented to 50% of median income is in
compliance for the development at all times during the term of the TIF District.

Last month the EDA reviewed this submitted TIF housing project and spoke with the developer
primarily on the need for the project in line with the Cloquet Housing Study goals and the
income restricted units as required in TIF law. This month the EDA is asked to review the TIF
Plan and Note for the project prepared by the City’s financial advisors Ehlers along with the
Development Agreement for the project prepared by the City’s Development Attorney Taft Law.
Attached the EDA will find both.

TIF Plan (Ehlers)

The financial review and analysis for the project was conducted by Ehlers, the City’s financial
advisors ensuring that the project would not proceed “But For” the public assistance being
sought. The purpose of the TIF Plan is a budgeting document that describes options available for
the project and state statutory requirements. The Plan reflects the full 26-year term for the
project which includes inflation over time and flexibility of the housing district. The
Development Agreement however is the terms of the deal with the City and recognizes the need
for the project as evaluated for only 15-years of TIF assistance. Ehlers Senior Municipal
Advisor Todd Hagen will be available by phone during the meeting to answer any questions of
the EDA.

Development Agreement (Taft Law)

The City’s Development Attorney has prepared a Development Agreement detailing terms of the
deal between the developer and City. Key provisions of the agreement include: the look back
provision ensuring project costs have been met, compliance requirements of low/moderate
income as discussed above, what constitutes a default of the agreement, termination of the
agreement, additional provisions of the agreement and then exhibits.

1. Phase 1 (3 buildings, 6 units) the eastern units to be fully completed by June 17,
2021 meaning a Certificate of Occupancy has been issued by the City Building Official
for all interior and exterior requirements have been met including yards, driveways,
exterior building finishes, post office addressing and mail receptacles etc.

2. Phase 2 (2 buildings, 4 units) the western units to be fully completed by June 17,
2022 meaning a Certificate of Occupancy has been issued by the City Building Official
for all interior and exterior requirements have been met including yards, driveways,
exterior building finishes, post office addressing and mail receptacles etc.

2
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The look back provision will require the developer to prove eligible costs of $312,218 that over
the term of the TIF Note at 4.5% will yield a total of $437,078 by February 2037. The City will
issue one TIF Note and will at the completion of the project apply the 20% income restriction
requirement ensuring that 2 units are occupied by legally required inconme restricted individuals.

Policy Objectives

Implementing recommendations of the 2014 Cloquet Housing Study by Stantec has been a
priority goal of the Cloquet EDA. The study, as shown in the graph below, demonstrates a
strong senior housing market, with the need for age restricted market and affordable rental units.
Further, the Cloquet-Scanlon Housing Task Force crafted an Implementation Plan for the 2014

Housing Market Summary: Rented Housing Potential
Through 2025
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Cloquet Housing Study in which Goal 8 identified options for senior housing.

Financial Impacts

On 4-24-20, the developer submitted a TIF Application and paid the City’s $10,000 fee back in
September 2019. Additional legal costs are expected and will be paid for by the developer. The
purpose of the public assistance being sought is to offset the affordability of the senior rental
units provided in light of the high construction costs. TIF Housing Districts can examine
construction costs for eligibility.

Attached the EDA will find the TIF Note, the project will generate $312,218 in TIF at 4.5% for a
final Note payment in February of 2037 of $437,078. The City will issue the TIF Note at the
completion of the project after verification of project receipts, the developer has stated he will
rely on project partner Lisa Kuklis to work with the City on this item via submitting verification
of eligible TIF cost project receipts for reimbursement for Phase 1 (3 buildings, 6 units, fully
completed by June 17, 2021) and Phase 2 (2 buildings, 4 units, fully completed by June 17,
2022).

3
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Staff Recommendation

What is unique about this project, compared to other TIF projects requested from the EDA and
Council, is that this project is the first age restricted TIF project for seniors that the EDA/City
has been asked to review for approval, a niche in demand in Cloquet. As we have recently
learned, utilizing TIF for single family purchase (e.g. Patio Homes Project which generated far
more TIF than traditional multifamily project in Cloquet) and this duplex rental project is much
more expensive and labor intensive to incrementally construct than multifamily housing
buildings. Staff recommends approval as this phase is structured and manageable for the
developer.

Supporting Documentation
e TIFNOTE TRAILS EDGE PHASE 2

e TAXINCREMENT FINANCING PLAN NO. 5-1

e ESTABLISHMENT OF THE DEVELOPMENT PROGRAM DEVELOPMENT
DISTRICT NO. 5

e RESOLUTION NO. 20-02: RESOLUTION RECOMMENDING THE
ESTABLISHMENT OF DEVELOPMENT DISTRICT NO. 5 AND ADOPTING A
DEVELOPMENT PROGRAM THEREFOR AND ESTABLISHING TAX
INCREMENT FINANCING DISTRICT NO. 5-1 THEREIN AND ADOPTING A TAX
INCREMENT FINANCING PLAN THEREFOR.

e DEVELOPMENT AGREEMENT BY AND BETWEEN THE CITY OF CLOQUET,
MINNESOTA AND TRAIL'S EDGE, LLC
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TAX INCREMENT FINANCING DISTRICT NO. 5-1: TRAIL'S EDGE, LLC/JIM KUKLIS CONSTRUCTION COMPANY, LLC (SENIOR RENTAL DUPEX PROJECT)

CITY OF CLOQUET, MINNESOTA

(HOUSING DISTRICT)

LIMITED REVENUE NOTE (DEVELOPMENT PROPERTY ALL 5 LOTS)

4.50%
PERIOD BEGINNING Beg. Accrued Principal Interest Total End PERIOD ENDING
Mth. Yr. Balance Interest Payment Payment Payment Balance Mth. Yr.
PAYMENT DATE
1-Feb 2021 298,628 6,719 0 0 0 305,347 1-Aug 2021
1-Aug 2021 305,347 6,870 0 0 0 312,218 1-Feb 2022
1-Feb 2022 312,218 0 1,583 7,025 8,608 310,634 1-Aug 2022
1-Aug 2022 310,634 0 1,619 6,989 8,608 309,015 1-Feb 2023
1-Feb 2023 309,015 0 8,042 6,953 14,995 300,973 1-Aug 2023
1-Aug 2023 300,973 0 8,223 6,772 14,995 292,750 1-Feb 2024
1-Feb 2024 292,750 0 8,408 6,587 14,995 284,342 1-Aug 2024
1-Aug 2024 284,342 0 8,597 6,398 14,995 275,744 1-Feb 2025
1-Feb 2025 275,744 0 8,791 6,204 14,995 266,954 1-Aug 2025
1-Aug 2025 266,954 0 8,989 6,006 14,995 257,965 1-Feb 2026
1-Feb 2026 257,965 0 9,191 5,804 14,995 248,774 1-Aug 2026
1-Aug 2026 248,774 0 9,398 5,597 14,995 239,377 1-Feb 2027
1-Feb 2027 239,377 0 9,609 5,386 14,995 229,768 1-Aug 2027
1-Aug 2027 229,768 0 9,825 5,170 14,995 219,942 1-Feb 2028
1-Feb 2028 219,942 0 10,046 4,949 14,995 209,896 1-Aug 2028
1-Aug 2028 209,896 0 10,272 4,723 14,995 199,623 1-Feb 2029
1-Feb 2029 199,623 0 10,504 4,492 14,995 189,120 1-Aug 2029
1-Aug 2029 189,120 0 10,740 4,255 14,995 178,380 1-Feb 2030
1-Feb 2030 178,380 0 10,981 4,014 14,995 167,399 1-Aug 2030
1-Aug 2030 167,399 0 11,229 3,766 14,995 156,170 1-Feb 2031
1-Feb 2031 156,170 0 11,481 3,514 14,995 144,689 1-Aug 2031
1-Aug 2031 144,689 0 11,740 3,255 14,995 132,949 1-Feb 2032
1-Feb 2032 132,949 0 12,004 2,991 14,995 120,946 1-Aug 2032
1-Aug 2032 120,946 0 12,274 2,721 14,995 108,672 1-Feb 2033
1-Feb 2033 108,672 0 12,550 2,445 14,995 96,122 1-Aug 2033
1-Aug 2033 96,122 0 12,832 2,163 14,995 83,290 1-Feb 2034
1-Feb 2034 83,290 0 13,121 1,874 14,995 70,169 1-Aug 2034
1-Aug 2034 70,169 0 13,416 1,579 14,995 56,752 1-Feb 2035
1-Feb 2035 56,752 0 13,718 1,277 14,995 43,034 1-Aug 2035
1-Aug 2035 43,034 0 14,027 968 14,995 29,007 1-Feb 2036
1-Feb 2036 29,007 0 14,342 653 14,995 14,665 1-Aug 2036
1-Aug 2036 14,665 0 14,665 330 14,995 0 1-Feb 2037
13,589 312,218 124,860 437,078

Payments based on TMV of $1,500,000 and 90% TIF to Developer.

E:EHLERS

Prepared by Ehlers Associates, Inc.

Cloquet TIF Note
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Tax Increment Financing Plan for Tax Increment
Financing District No. 5-1

Foreword

The City of Cloquet (the "City"), staff and consultants have prepared the following information to
expedite the Establishment of Tax Increment Financing District No. 5-1 (the "District"), a housing
tax increment financing district, located in Development District No. 5.

Statutory Authority

Within the City, there exist areas where public involvement is necessary to cause development
or redevelopment to occur. To this end, the City has certain statutory powers pursuant to
Minnesota Statutes ("M.S."), Sections 469.090 - 469.1082, inclusive, as amended, and M.S.,
Sections 469.174 to 469.1794, inclusive, as amended (the "Tax Increment Financing Act" or "TIF
Act"), to assist in financing public costs related to this project.

This section contains the Tax Increment Financing Plan (the "TIF Plan") for the District. Other
relevant information is contained in the Redevelopment Plan for Development District No. 5.

Statement of Objectives

The District currently consists of five parcel(s) of land and adjacent and internal rights-of-way.
The District is being created to facilitate the development of five (5) detached, twin-home
buildings. The ten (10) units will be for-rent to persons age 55+ and located just off 18" Street
and Washington Avenue along the south-side of Trail Drive. The City has not entered into an
agreement but has designated Trail's Edge, LLC as developer at the time of preparation of this
TIF Plan. The development is likely to occur in 2020. This TIF Plan is expected to achieve many
of the objectives outlined in the Development Program for Development District No. 5.

The activities contemplated in the Development Program and the TIF Plan do not preclude the

undertaking of other qualified development or redevelopment activities. These activities are
anticipated to occur over the life of Development District No. 5 and the District.

Development Program Overview

Pursuant to the Development Program and authorizing state statutes, the City is authorized to
undertake the following activities in the District:

1. Property to be Acquired - Selected property located within the District may be
acquired by the City and is further described in this TIF Plan.

2. Relocation - Relocation services, to the extent required by law, are available
pursuant to M.S., Chapter 117 and other relevant state and federal laws.

City of Cloquet
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3. Upon approval of a developer's plan relating to the project and completion of the
necessary legal requirements, the City may sell to a developer selected properties
that it may acquire within the District or may lease land or facilities to a developer.

4. The City may perform or provide for some or all necessary acquisition,

construction, relocation, demolition, and required utilities and public street work
within the District.

Description of Property in the District and Property to be Acquired

The District encompasses all property and adjacent rights-of-way and abutting roadways
identified by the parcels listed below.

Parcel number Address Owner
06-753-0110 Trails Edge Kuklis
06-753-0120 Trails Edge Kuklis
06-753-0130 Trails Edge Kuklis
06-753-0160 Trails Edge Kuklis
06-753-0170 Trails Edge Kuklis

Please also see the map in Appendix A for further information on the location of the District.

The City may acquire any parcel within the District including interior and adjacent street rights of
way. Any properties identified for acquisition will be acquired by the City only in order to
accomplish one or more of the following: storm sewer improvements; provide land for needed
public streets, utilities and facilities; carry out land acquisition, site improvements, clearance
and/or development to accomplish the uses and objectives set forth in this plan. The City may
acquire property by gift, dedication, condemnation or direct purchase from willing sellers in order
to achieve the objectives of this TIF Plan. Such acquisitions will be undertaken only when there
is assurance of funding to finance the acquisition and related costs.

Classification of the District

The City, in determining the need to create a tax increment financing district in accordance with
M.S., Sections 469.174 to 469.1794, as amended, inclusive, finds that the District, to be
established, is a housing district pursuant to M.S., Section 469.174, Subd. 11 and M.S., Section
469.1761.

e The District consists of five parcels
e The development will consist of 10 units of single-family housing
e 20% of the units will be occupied by person with incomes less than 50% of median income.

Pursuant to M.S., Section 469.176, Subd. 7, the District does not contain any parcel or part of a
parcel that qualified under the provisions of M.S., Sections 273.111, 273.112, or 273.114 or
Chapter 473H for taxes payable in any of the five calendar years before the filing of the request
for certification of the District.

City of Cloquet
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Duration and First Year of Tax Increment of the District

Pursuant to M.S., Section 469.175, Subd. 1, and Section 469.176, Subd. 1, the duration and first
year of tax increment of the District must be indicated within the TIF Plan. Pursuant to M.S.,
Section 469.176, Subd. 1b., the duration of the District will be 25 years after receipt of the first
increment by the City (a total of 26 years of tax increment). The City elects to receive the first tax
increment in 2022, which is no later than four years following the year of approval of the District.

Thus, it is estimated that the District, including any modifications of the TIF Plan for subsequent
phases or other changes, would terminate after 2047, or when the TIF Plan is satisfied. The City
reserves the right to decertify the District prior to the legally required date.

Original Tax Capacity, Tax Rate and Estimated Captured Net Tax
Capacity Value/lncrement and Notification of Prior Planned
Improvements

Pursuant to M.S., Section 469.174, Subd. 7 and M.S., Section 469.177, Subd. 1, the Original Net
Tax Capacity (ONTC) as certified for the District will be based on the market values placed on the
property by the assessor in 2019 for taxes payable 2020.

Pursuant to M.S., Section 469.177, Subds. 1 and 2, the County Auditor shall certify in each year
(beginning in the payment year 2021) the amount by which the original value has increased or
decreased as a result of:

Change in tax exempt status of property;

Reduction or enlargement of the geographic boundaries of the district;
Change due to adjustments, negotiated or court-ordered abatements;
Change in the use of the property and classification;

Change in state law governing class rates; or

Change in previously issued building permits.

ok owd -~

In any year in which the current Net Tax Capacity (NTC) value of the District declines below the
ONTC, no value will be captured and no tax increment will be payable to the City.

The original local tax rate for the District will be the local tax rate for taxes payable 2020, assuming
the request for certification is made before June 30, 2020. The ONTC and the Original Local Tax
Rate for the District appear in the table below.

Pursuant to M.S., Section 469.174 Subd. 4 and M.S., Section 469.177, Subd. 1, 2, and 4, the
estimated Captured Net Tax Capacity (CTC) of the District, within Development District No. 5,
upon completion of the projects within the District, will annually approximate tax increment
revenues as shown in the table below. The City requests 100 percent of the available increase
in tax capacity for repayment of its obligations and current expenditures, beginning in the tax year
payable 2022. The Project Tax Capacity (PTC) listed is an estimate of values when the projects
within the District are completed.

City of Cloquet
Tax Increment Financing District No. 5-1 5



Project Tax Capacity

Project estimated Tax Capacity upon completion $30,520
Original estimated Net Tax Capacity $1,141
Estimated Captured Tax Capacity $29,379
Original Local Tax Rate 189.9210%  Pay 2020
Estimated Annual Tax Increment $55,797
Percent Retained by the City 100%

Note: Tax capacity includes a 2.00% inflation factor for the duration of the District. The tax capacity included in
this chart is the estimated tax capacity of the District in year 25. The tax capacity of the District in year one
is estimated to be $11,250.

Pursuant to M.S., Section 469.177, Subd. 4, the City shall, after a due and diligent search,
accompany its request for certification to the County Auditor or its notice of the District
enlargement pursuant to M.S., Section 469.175, Subd. 4, with a listing of all properties within the
District or area of enlargement for which building permits have been issued during the eighteen
(18) months immediately preceding approval of the TIF Plan by the municipality pursuant to M.S.,
Section 469.175, Subd. 3. The County Auditor shall increase the original net tax capacity of the
District by the net tax capacity of improvements for which a building permit was issued.

The City is reviewing the area to be included in the District to determine if any building permits
have been issued during the 18 months immediately preceding approval of the TIF Plan by the
City.

Sources of Revenue/Bonds to be Issued

The total estimated tax increment revenues for the District are shown in the table below:

Tax Increment 1,115,275
Interest 111,527
TOTAL 1,226,802

The costs outlined in the Uses of Funds will be financed primarily through the annual collection of
tax increments. The City reserves the right to incur bonds or other indebtedness as a result of
the TIF Plan. As presently proposed, the projects within the District will be financed by pay-as-
you-go notes and interfund loans. Any refunding amounts will be deemed a budgeted cost without
a formal TIF Plan Modification. This provision does not obligate the City to incur debt. The City
will issue bonds or incur other debt only upon the determination that such action is in the best
interest of the City.
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The City may issue bonds (as defined in the TIF Act) secured in whole or in part with tax
increments from the District in a maximum principal amount of $752,463. Such bonds may be in
the form of pay-as-you-go notes, revenue bonds or notes, general obligation bonds, or interfund
loans. This estimate of total bonded indebtedness is a cumulative statement of authority under
this TIF Plan as of the date of approval.

Uses of Funds

Currently under consideration for the District is a proposal to facilitate the development of five (5)
detached, twin-home buildings. The ten (10) units will be for-rent to persons age 55+ and located
just off 18™ Street and Washington Avenue along the south-side of Trail Drive. The City has
determined that it will be necessary to provide assistance to the project(s) for certain District costs,
as described.

The City has studied the feasibility of the development or redevelopment of property in and around
the District. To facilitate the establishment and development or redevelopment of the District, this
TIF Plan authorizes the use of tax increment financing to pay for the cost of certain eligible
expenses. The estimate of public costs and uses of funds associated with the District is outlined
in the following table.

Land/Building Acquisition -
Site Improvements/Preparation 100,000
Affordable Housing 420,936
Utilities 100,000
Other Qualifying Improvements 20,000
Administrative Costs (up to 10%) 111,527
PROJECT AND INTEREST COSTS TOTAL" 752,463
Interest 474 339
PROJECT AND INTEREST COSTS TOTAL 1,226,803

The total project cost, including financing costs (interest) listed in the table above does not exceed
the total projected tax increments for the District as shown in the Sources of Revenue section.

Estimated costs associated with the District are subject to change among categories without a
modification to this TIF Plan. The cost of all activities to be considered for tax increment financing
will not exceed, without formal modification, the budget above pursuant to the applicable statutory
requirements. The City may expend funds for qualified housing activities outside of the District
boundaries.
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Estimated Impact on Other Taxing Jurisdictions

The estimated impact on other taxing jurisdictions assumes that the redevelopment contemplated
by the TIF Plan would occur without the creation of the District. However, the City has determined
that such development or redevelopment would not occur "but for" tax increment financing and
that, therefore, the fiscal impact on other taxing jurisdictions is $0. The estimated fiscal impact of
the District would be as follows if the "but for" test was not met:

Impact on Tax Base

Estimated
Captured Tax Percent of CTC
Capacity (CTC) to Entity Total
upon completion

2019/Pay 2020
Entity Total Net Tax
Capacity

County 33,267,713 29,379 0.0883%
City 8,992,772 29,379 0.3267%
School 10,684,507 29,379 0.2750%)|

Impact on Tax Rates
____________________________________________________________________________________________________________|

Pay 2020

Entity Extension  Percent of Total Potential Taxes
Rate

County 84.3840% 44.43% 29,379 24,791

City 39.0930% 20.58% 29,379 11,485

School 45.9210% 24.18% 29,379 13,491

Other 20.5230% 10.81% 29,379 6,029

Total 189.9210% 100.00% 55,797

The estimates listed above display the captured tax capacity when all construction is completed.
The tax rate used for calculations is the Pay 2020 rate. The total net capacity for the entities listed
above are based on Pay 2020 figures. The District will be certified under the Pay 2020 rates.

Pursuant to M.S. Section 469.175 Subd. 2(b):

(1) Estimate of total tax increment. It is estimated that the total amount of tax increment
that will be generated over the life of the District is $1,115,275;

(2) Probable impact of the District on city provided services and ability to issue debt. An
impact of the District on police protection is expected. With any addition of new
residents or businesses, police calls for service will be increased. New developments
add an increase in traffic, and additional overall demands to the call load. The City
does not expect that the proposed development, in and of itself, will necessitate new
capital investment in vehicles or facilities.
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The probable impact of the District on fire protection is not expected to be significant.
Typically new buildings generate few calls, if any, and are of superior construction.
The existing buildings, which will be eliminated by the new development, have public
safety concerns that include several unprotected old buildings with issues such as
access, hydrant locations, and converted structures. The City does not expect that
the proposed development, in and of itself, will necessitate new capital investment in
vehicles or facilities.

The impact of the District on public infrastructure is expected to be minimal. The
development is not expected to significantly impact any traffic movements in the area.
The current infrastructure for sanitary sewer, storm sewer and water will be able to
handle the additional volume generated from the proposed development. Based on
the development plans, there are no additional costs associated with street
maintenance, sweeping, plowing, lighting and sidewalks. The development in the
District is expected to contribute an estimated $9,400 to sanitary sewer (SAC) and
water (WAC) connection fees.

The probable impact of any District general obligation tax increment bonds on the
ability to issue debt for general fund purposes is expected to be minimal. It is not
anticipated that there will be any general obligation debt issued in relation to this
project, therefore there will be no impact on the City's ability to issue future debt or on
the City's debt limit.

(3) Estimated amount of tax increment attributable to school district levies. It is estimated
that the amount of tax increments over the life of the District that would be attributable
to school district levies, assuming the school district's share of the total local tax rate
for all taxing jurisdictions remained the same, is $283,632;

(4) Estimated amount of tax increment attributable to county levies. It is estimated that the
amount of tax increments over the life of the District that would be attributable to county
levies, assuming the county's share of the total local tax rate for all taxing jurisdictions
remained the same, is $495,529;

(5) Additional information requested by the county or school district. The City is not aware
of any standard questions in a county or school district written policy regarding tax
increment districts and impact on county or school district services. The county or school
district must request additional information pursuant to M.S. Section 469.175 Subd. 2(b)
within 15 days after receipt of the tax increment financing plan.

No requests for additional information from the county or school district regarding the
proposed development for the District have been received.

Supporting Documentation

Pursuant to M.S. Section 469.175, Subd. 1 (a), clause 7 the TIF Plan must contain identification
and description of studies and analyses used to make the determination set forth in M.S. Section
469.175, Subd. 3, clause (b)(2) and the findings are required in the resolution approving the
District.
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(i) In making said determination, reliance has been placed upon (1) written representation
made by the developer to such effects, (2) review of the developer’s proforma; and (3)
City staff awareness of the feasibility of developing the project site within the District,
which is further outlined in the City Council resolution approving the establishment of
the TIF District and Appendix C.

(i) A comparative analysis of estimated market value both with and without establishment
of the TIF District and the use of tax increments has been performed. Such analysis is
included with the cashflow in Appendix B and indicates that the increase in estimated
market value of the proposed development (less the indicated subtractions) exceeds
the estimated market value of the site absent the establishment of the TIF District and
the use of tax increments.

Administration of the District

Administration of the District will be handled by the Finance Director.
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Appendix A: Map of Development District No. 5 and the TIF District
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Appendix B: Estimated Cash Flow for the District
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5/26/2020 Base Value Assumptions - Page 1

E EHLERS

Trails Edge Phase 2 Housing Development - Proposed TIF District (20/50 Income Limits)
Cloquet, Minnesota (Jim Kuklis Construction Company, LLC)

5 Senior Duplex (10-Unit) Residential Rental Buildings on 5 lots along the south-side of Trail Drive

ASSUMPTIONS AND RATES

DistrictType: Housing Tax Rates

District Name/Number: TBD

County District #: TBD Exempt Class Rate (Exempt) 0.00%

First Year Construction or Inflation on Value 2020 Commercial Industrial Preferred Class Rate (C/I Pref.)

Existing District - Specify No. Years Remaining First $150,000 1.50%

Inflation Rate - Every Year: 2.00% Over $150,000 2.00%

Interest Rate: 4.50% Commercial Industrial Class Rate (C/1) 2.00%

Present Value Date: 1-Feb-21 Rental Housing Class Rate (Rental) 1.25%

First Period Ending 1-Aug-21 Affordable Rental Housing Class Rate (Aff. Rental)

Tax Year District was Certified: Pay 2020 First $162,000 0.75%

Cashflow Assumes First Tax Increment For Development: 2022 Over $162,000 0.25%

Years of Tax Increment 26 Non-Homestead Residential (Non-H Res. 1 Unit)

Assumes Last Year of Tax Increment 2047 First $500,000 1.00%

Fiscal Disparities Election [Outside (A), Inside (B), or NA] NA Over  $500,000 1.25%

Incremental or Total Fiscal Disparities Incremental Homestead Residential Class Rate (Hmstd. Res.)

Fiscal Disparities Contribution Ratio 0.0000% First $500,000 1.00%

Fiscal Disparities Metro-Wide Tax Rate 0.0000% Over $500,000 1.25%

Maximum/Frozen Local Tax Rate: 189.921% Pay 2020 Agricultural Non-Homestead 1.00%

Current Local Tax Rate: (Use lesser of Current or Max.) 189.921% Pay 2020

State-wide Tax Rate (Comm./Ind. only used for total taxes) 38.8460% Pay 2020

Market Value Tax Rate (Used for total taxes) ISD# 94 0.15925% Pay 2020

BASE VALUE INFORMATION (Original Tax Capacity)
Building Total Percentage Tax Year Property Current Class After
Land Market Market Of Value Used Original Original Tax Original After Conversion Areal
Map ID PID Owner Address Market Value Value Value for District Market Value Market Value Class Tax Capacity Conversion Orig. Tax Cap. Phase
1 06-753-0110 Kuklis Trails Edge 20,600 0 20,600 100% 20,600 Pay 2020  Non-H Res. 1 Unit 206 Rental 258 2
2 06-753-0120 Kuklis Trails Edge 16,300 0 16,300 100% 16,300 Pay 2020  Non-H Res. 1 Unit 163 Rental 204 2
3 06-753-0130 Kuklis Trails Edge 16,300 0 16,300 100% 16,300 Pay 2020  Non-H Res. 1 Unit 163 Rental 204 2
4  06-753-0160 Kuklis Trails Edge 18,100 0 18,100 100% 18,100 Pay 2020  Non-H Res. 1 Unit 181 Rental 226 2
5  06-753-0170 Kuklis Trails Edge 20,000 0 20,000 100% 20,000 Pay 2020  Non-H Res. 1 Unit 200 Rental 250 2
91,300 913 1,141

Note:
1. Base values are for pay 2020 based upon review of County website on April 28, 2020.
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£ EHLERS

Trails Edge Phase 2 Housing Development - Proposed TIF District (20/50 Income Limits)
Cloquet, Minnesota (Jim Kuklis Construction Company, LLC)
5 Senior Duplex (10-Unit) Residential Rental Buildings on 5 lots along the south-side of Trail Drive

PROJECT INFORMATION (Project Tax Capacity)

Estimated Taxable Total Taxable Property Percentage Percentage Percentage Percentage First Year
Market Value Market Value Total Market Tax Project Project Tax Completed Completed Completed Completed Full Taxes
Area/Phase New Use Per Sq. Ft./Unit Per Sq. Ft./Unit Sq. Ft./Units Value Class Tax Capacity = Capacity/Unit 2020 2021 2022 2023 Payable
1 Townhouses 150,000 150,000 6 900,000 Rental 11,250 1,875 100% 100% 100% 100% 2022
2 Townhouses 150,000 150,000 4 600,000 Rental 7,500 1,875 100% 100% 100% 2023
TOTAL 1,500,000 18,750
Subtotal Residential 10 1,500,000 18,750
Subtotal Commercial/lnd. 0 0 0
Note:
1. Market values are based upon estimates from developer on September 10, 2019. Needs to be confirmed by county assessor.
TAX CALCULATIONS
ota Isca oca oca Isca tate-wide Viarke!
Tax Disparities Tax Property Disparities Property Value Total Taxes Per
New Use Capacity Tax Capacity Capacity Taxes Taxes Taxes Taxes Taxes Sq. Ft./Unit
Townhouses 11,250 0 11,250 21,366 0 0 1,433 22,799 3,799.89
Townhouses 7,500 0 7,500 14,244 0 0 956 15,200 3,799.89
TOTAL 18,750 0 18,750 35,610 0 0 2,389 37,999
Note:

1. Taxes and tax increment will vary significantly from year to year depending upon values, rates, state law and other factors
which cannot be predicted.

WHAT IS EXCLUDED FROM TIF?

Total Property Taxes 37,999
less State-wide Taxes 0
less Fiscal Disp. Adj. 0
less Market Value Taxes (2,389)
less Base Value Taxes (2,167)
Annual Gross TIF R
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Tax Increment Cashflow - Page 3

ll.\\
E.EHLERS
Trails Edge Phase 2 Housing Development - Proposed TIF District (20/50 Income Limits)

Cloquet, Minnesota (Jim Kuklis Construction Company, LLC)

5 Senior Duplex (10-Unit) Residential Rental Buildings on 5 lots along the south-side of Trail Drive

Project Original Fiscal Captured Local Annual Semi-Annual State Admin. Semi-Annual Semi-Annual | PERIOD

% of Tax Tax Disparities Tax Tax Gross Tax Gross Tax Auditor at Net Tax Present ENDING Tax Payment

OoTC Capacity Capacity Incremental Capacity Rate Increment Increment 0.36% 10% Increment Value Yrs. Year Date
- - - - 08/01721
- - - - 02/01/22
100% 11,250 (1,141) - 10,109 189.921% 19,199 9,599 (35) (956) 8,608 8,052 0.5 2022 08/01/22
9,599 (35) (956) 8,608 15,928 1 2022 02/01/23
100% 18,975 (1,141) - 17,834 189.921% 33,870 16,935 (61) (1,687) 15,187 29,515 1.5 2023 08/01/23
16,935 (61) (1,687) 15,187 42,804 2 2023 02/01/24
100% 19,355 (1,141) - 18,213 189.921% 34,591 17,295 (62) (1,723) 15,510 56,077 25 2024 08/01/24
17,295 (62) (1,723) 15,510 69,058 3 2024 02/01/25
100% 19,742 (1,141) - 18,600 189.921% 35,326 17,663 (64) (1,760) 15,839 82,023 35 2025 08/01/25
17,663 (64) (1,760) 15,839 94,702 4 2025 02/01/26
100% 20,136 (1,141) - 18,995 189.921% 36,076 18,038 (65) (1,797) 16,176 107,366 45 2026 08/01/26
18,038 (65) (1,797) 16,176 119,751 5 2026 02/01/27
100% 20,539 (1,141) - 19,398 189.921% 36,841 18,420 (66) (1,835) 16,519 132,121 55 2027 08/01/27
18,420 (66) (1,835) 16,519 144,218 6 2027 02/01/28
100% 20,950 (1,141) - 19,809 189.921% 37,621 18,810 (68) (1,874) 16,868 156,300 6.5 2028 08/01/28
18,810 (68) (1,874) 16,868 168,115 7 2028 02/01/29
100% 21,369 (1,141) - 20,228 189.921% 38,417 19,208 (69) (1,914) 17,225 179,916 7.5 2029 08/01/29
19,208 (69) (1,914) 17,225 191,456 8 2029 02/01/30
100% 21,796 (1,141) - 20,655 189.921% 39,228 19,614 (71) (1,954) 17,589 202,981 8.5 2030 08/01/30
19,614 (71) (1,954) 17,589 214,253 9 2030 02/01/31
100% 22,232 (1,141) - 21,091 189.921% 40,056 20,028 (72) (1,996) 17,960 225,509 9.5 2031 08/01/31
20,028 (72) (1,996) 17,960 236,517 10 2031 02/01/32
100% 22,677 (1,141) - 21,536 189.921% 40,901 20,450 (74) (2,038) 18,339 247,510 10.5 2032 08/01/32
20,450 (74) (2,038) 18,339 258,261 11 2032 02/01/33
100% 23,130 (1,141) - 21,989 189.921% 41,762 20,881 (75) (2,081) 18,725 268,997 11.5 2033 08/01/33
20,881 (75) (2,081) 18,725 279,497 12 2033 02/01/34
100% 23,593 (1,141) - 22,452 189.921% 42,641 21,320 (77) (2,124) 19,119 289,982 125 2034 08/01/34
21,320 (77) (2,124) 19,119 300,236 13 2034 02/01/35
100% 24,065 (1,141) - 22,924 189.921% 43,537 21,768 (78) (2,169) 19,521 310,475 13.5 2035 08/01/35
21,768 (78) (2,169) 19,521 320,489 14 2035 02/01/36
100% 24,546 (1,141) - 23,405 189.921% 44,451 22,225 (80) (2,215) 19,931 330,488 145 2036 08/01/36
22,225 (80) (2,215) 19,931 340,267 15 2036 02/01/37
100% 25,037 (1,141) - 23,896 189.921% 45,383 22,692 (82) (2,261) 20,349 350,032 15,5 2037 08/01/37
22,692 (82) (2,261) 20,349 359,582 16 2037 02/01/38
100% 25,538 (1,141) - 24,397 189.921% 46,334 23,167 (83) (2,308) 20,775 369,117 16.5 2038 08/01/38
23,167 (83) (2,308) 20,775 378,442 17 2038 02/01/39
100% 26,049 (1,141) - 24,907 189.921% 47,304 23,652 (85) (2,357) 21,210 387,754 17.5 2039 08/01/39
23,652 (85) (2,357) 21,210 396,860 18 2039 02/01/40
100% 26,570 (1,141) - 25,428 189.921% 48,294 24,147 (87) (2,406) 21,654 405,952 18.5 2040 08/01/40
24,147 (87) (2,406) 21,654 414,844 19 2040 02/01/41
100% 27,101 (1,141) - 25,960 189.921% 49,303 24,651 (89) (2,456) 22,106 423,722 19.5 2041 08/01/41
24,651 (89) (2,456) 22,106 432,405 20 2041 02/01/42
100% 27,643 (1,141) - 26,502 189.921% 50,332 25,166 91) (2,508) 22,568 441,074 20.5 2042 08/01/42
25,166 91) (2,508) 22,568 449,552 21 2042 02/01/43
100% 28,196 (1,141) - 27,055 189.921% 51,382 25,691 (92) (2,560) 23,039 458,017 215 2043 08/01/43
25,691 (92) (2,560) 23,039 466,296 22 2043 02/01/44
100% 28,760 (1,141) - 27,619 189.921% 52,453 26,227 (94) (2,613) 23,519 474,561 225 2044 08/01/44
26,227 (94) (2,613) 23,519 482,644 23 2044 02/01/45
100% 29,335 (1,141) - 28,194 189.921% 53,546 26,773 (96) (2,668) 24,009 490,714 235 2045 08/01/45
26,773 (96) (2,668) 24,009 498,606 24 2045 02/01/46
100% 29,922 (1,141) - 28,780 189.921% 54,660 27,330 (98) (2,723) 24,508 506,485 245 2046 08/01/46
27,330 (98) (2,723) 24,508 514,191 25 2046 02/01/47
100% 30,520 (1,141) - 29,379 189.921% 55,797 27,898 (100) (2,780) 25,018 521,884 255 2047 08/01/47
27,898 (100) (2,780) 25,018 529,408 26 2047 02/01/48

Total 1,119,304 (4,029) (111,527) 1,003,747
Present Value From 02/01/2021 Present Value Rate 4.50% 590,356 (2,125) (58,823) 529,408

Prepared by Ehlers & Associates, Inc. - Estimates Only
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Appendix C: Findings Including But/For Qualifications

The reasons and facts supporting the findings for the adoption of the Tax Increment Financing
Plan for Tax Increment Financing District No. 5-1, as required pursuant to Minnesota Statutes,
Section 469.175, Subdivision 3 are as follows:

1. Finding that Tax Increment Financing District No. 5-1 is a housing district as defined in
M.S., Section 469.174, Subd. 11.

Tax Increment Financing District No. 5-1 consists of five parcels. The development will
include five (5) detached, twin-home buildings. The ten (10) units will be for-rent and a
portion of which that receive tax increment assistance will meet income restrictions
described in M.S. 469.1761. At least 20 percent of the units receiving assistance will have
incomes at or below 50 percent of area median income.

2. Finding that the proposed development, in the opinion of the City Council, would not
reasonably be expected to occur solely through private investment within the reasonably
foreseeable future.

The proposed development, in the opinion of the City, would not reasonably be expected
to occur solely through private investment within the reasonably foreseeable future: This
finding is supported by the fact that the development proposed in this plan is a housing
district that meets the City's objectives for development and redevelopment. Townhome
construction requires a higher per-unit cost than most other types of housing but serves
to keep financially comfortable yet fixed-income individuals and families in the community
where they prefer to live and retire. This higher cost of construction makes this type of
housing development infeasible without City assistance. Due to decreased rental income
from affordable units, there is insufficient cash flow to provide a sufficient rate of return,
pay operating expenses, and service the debt. This leaves a gap in the funding for the
project and makes this housing development feasible only through assistance, in part,
from tax increment financing. The developer was asked for and provided a letter and a
proforma as justification that the developer would not have gone forward without tax
increment assistance.

The increased market value of the site that could reasonably be expected to occur without
the use of tax increment financing would be less than the increase in market value
estimated to result from the proposed development after subtracting the present value of
the projected tax increments for the maximum duration of the TIF District permitted by the
TIF Plan: As there is only a small amount of site improvement costs to reimburse with this
development, eligible building construction costs will be used to support the benefit of
creating senior affordable rental housing for low-or-moderate income individuals through
lower rents charged by the developer on the income restricted units in accordance with
the housing TIF district qualifications. Historically, building in Trail's Edge has remained
dormant for 10+ years despite the availability of five improved building lots. Although the
demand for townhomes is high, the high infrastructure costs in combination with ever-
increasing property taxes and the fact that this development is already near threshold
market rates affordable to most residents in the City has made development infeasible
without tax increment assistance. The City reasonably determines that no other
development of similar scope is anticipated on this site without substantially similar
assistance being provided to the development.

City of Cloquet
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3. Finding that the TIF Plan for Tax Increment Financing District No. 5-1 conforms to the
general plan for the development or redevelopment of the municipality as a whole.

The Planning Commission reviewed the TIF Plan on June 9, 2020 and found that the TIF
Plan conforms to the general development plan of the City.

4. Finding that the TIF Plan for Tax Increment Financing District No. 5-1 will afford maximum
opportunity, consistent with the sound needs of the City as a whole, for the development
or redevelopment of Development District No. 5 by private enterprise.

Through the implementation of the TIF Plan, the City will provide an impetus for residential
development, which is desirable or necessary for increased population and an increased
need for life-cycle housing within the City.

City of Cloquet
Tax Increment Financing District No. 5-1 14



ECONOMIC DEVELOPMENT & REDEVELOPMENT ES

ESTABLISHMENT OF THE DEVELOPMENT

PROGRAM
Development District No. 5

§' CLOQUET

City of Cloquet, Carlton County, Minnesota

Public Hearing: June 16, 2020

\ EHI E Rs BUILDING COMMUNITIES. IT'S WHAT WE DO.
= i Bl -] info@ehlers-inc.com 1(800D) 552-17 ) www.ehlers-inc.com



Table of Contents

Action Taken in Development DistriCt NO. 5 ......uei i 3
MunicCipal ACHION TaKEN ........coiiiiiieee ettt e e e e e e e 3
Development Program for Development District NO. 5., 4
3= (o] o RSP 4
StAtULOrY AULNOTITY ... e e e 5
Statement Of ODJECHVES ... 5
Statement of and Finding of PUDliC PUrPOSe...........oooiiiiiiiii e 5
Statement Of ODJECHVES ... 7
Statement of Public Facilities and Costs to be Financed ..., 7
Funding of Developments and Redevelopments ............cccccevvvviiiiiieeeeeeeeee, 8
Environmental CONrolS...........oooviiiiiiiiii e 8
Proposed ReUSE Of PrOPEITY ... ... e e ittt eeeeeeeeeeeeenneenneennnnnnes 8
Open Space 10 be Created .............oiiii i 8
Administration and Maintenance of Development District NO. 5. 8
Reabilitation ..........oooi i 9
=] oY= T o ISP 9
o o L= oy ot [ U< I 9
Modification of the Development Program and/or Development District No. 5............ccvvvveeee. 9
Description of Boundaries of Development District NO. 5., 9
Appendix A: Map of Development District NO. 5. 10
City of Cloquet

Development District No. 5 2



Action Taken in Development District No. 5
Municipal Action Taken

This Municipal Action is only for convenience of reference.

Based upon the statutory authority described in the Development Program attached hereto, the
public purpose findings by the City Council and for the purpose of fulfilling the City's development
objectives as set forth in the Development Program, the City Council has created, established
and designated Development District No. 5 pursuant to and in accordance with the requirements
of the Municipal Development District Act and the TIF Act as defined in the definitions of this
document.

Tax Increment Financing District No. 5-1, a housing tax increment financing district, was
established at the same time that the Development District was established.

The following municipal action was taken in connection therewith:
Development District No. 5

June 16, 2020: The Development Program for Development District No. 5 was adopted by the
City of Cloquet.

Tax Increment Financing District No. 5-1:

June 16, 2020: The Tax Increment Financing Plan for Tax Increment Financing District No. 5-1
was adopted by the City of Cloquet.

City of Cloquet
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Development Program for Development District
No. 5

Definitions

The terms defined below shall, for purposes of this Development Program, have the meanings
herein specified, unless the context otherwise specifically requires.

"City" means the City of Cloquet.

"City Council" means the City Council of the City of Cloquet.

"Comprehensive Plan" means the documents which contain the objectives, policies, standards
and programs to guide public and private land use, development, redevelopment and preservation
for all lands and water within the City.

"County" means the County of Carlton, Minnesota.

"Enabling Act" means Minnesota Statues, 469.124 to 469.134, as amended and supplemented
from time to time.

"Development District" means the real property within the City constituting Development District
No. 5, as described in the Development Program.

"Development Program" means this Development Program for Development District No. 5, as
initially proposed, and as it shall be modified.

"Land Use Regulations" means all federal, state and local laws, rules, regulations, ordinances,
and plans relating to or governing the use of development of land in the City, including but not
limited to environmental, zoning and building code laws and regulations.

"Municipal Development District Act" means Minnesota Statutes, 469.124 to 469.134, inclusive,
as amended.

"Public Costs" means the costs set forth in the Tax Increment Financing Plan, and any other costs
eligible to be financed by Tax Increments under the TIF Act or the Municipal Development District
Act.

"Public Improvements" means the public improvements described in the Development Program
and Tax Increment Financing Plan.

"State" means the State of Minnesota.
"Tax Increment Bonds" means any tax increment bonds or notes issued by the City to finance the
Public Costs as stated in the Development Program for Development District No. 5 and in the Tax

Increment Financing Plans, and any obligations issued to refund such bonds.

"TIF Act" means Minnesota Statutes, Sections 479.174 through 479.1799, inclusive, as amended.

City of Cloquet
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"Tax Increment Financing District" means any tax increment financing district presently
established or to be established in the future in Development District No. 5.

"Tax Increment Financing Plan" or "Plan" means the Plans adopted by the City for any Tax
Increment Financing District.

Statutory Authority

The City established Development District No. 5 pursuant to the Municipal Development District
Act. Itis authorized that the City will administer Development District No. 5 and any tax increment
financing districts.

Within Development District No. 5, the City plans to create one or more tax increment financing
districts established pursuant to the Tax Increment Act to finance the public improvements
proposed for the Development District. The public improvements may be initially financed from
other City sources, including, but not limited to the use of improvement bonds issued pursuant to
Minnesota Statutes, Chapter 429, which sources the City may reimburse from tax increment
proceeds derived from tax increment districts to be created with Development District No. 5.

The tax increment district or districts will be created at such time as will enable the City to capture
the increase in taxable value of private improvements to be constructed within Development
District No. 5.

Statement of Objectives

The District currently consists of five parcels of land and adjacent and internal rights-of-way. The
District is being created to facilitate the development of five (5) detached, twin-home buildings.
The ten (10) units will be for-rent with 20% available to persons at or below 50% of area median
income in the City. The City has not entered into an agreement but has designated Trails Edge
LLC as developer at the time of preparation of this Development Program. The development is
likely to occur in 2020. This TIF Plan is expected to achieve many of the objectives outlined in the
Development Program for Development District No. 5.

The activities contemplated in the Modification to the Development Program and the TIF Plan do

not preclude the undertaking of other qualified development or redevelopment activities. These
activities are anticipated to occur over the life of Development District No. 5 and the District.

Statement of and Finding of Public Purpose

In recent months, the City has been reviewing the future development of the community. This
review has defined several important roles for the City of Cloquet.

= Facilitating development activities that are compatible with overall community
development objectives of the City.

= Removing the physical and economic barriers to development.

» Providing the infrastructure needed to support development.

City of Cloquet
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» Providing sites for future development.

The City intends to use the powers allowed under the Enabling Act to fill these roles, to promote
development and redevelopment throughout the City, and to pool resources in order to reduce
financial barriers to providing decent housing and development and redevelopment opportunities.

The City has found that there is a need for development and redevelopment within the
Development District based upon the following conditions:

1. The Development District contains numerous parcels containing buildings or
improvements which, by reason of dilapidation, obsolescence, overcrowding, faulty
arrangement or design, lack of ventilation, light and sanitary facilities, excessive land
coverage, deleterious land use or obsolete layout, and a combination of these and
other factors is detrimental to the safety, health, morals or welfare of the community.

2. The Development District suffers from a lack of necessary streets, utilities and site
improvements essential to preparing and making sites available for meaningful
development.

3. The Development District requires active promotion, attraction, encouragement and
development of economically sound commerce through government action for the
purpose of preventing mergence and continuation of blight and the occurrence of
conditions requiring redevelopment

4. The Development District contains vacant, unused, underused and inappropriately
used land.

Therefore, the City has determined to exercise its authority to develop a program for improving
the Development District to provide impetus for private development and redevelopment, to
provide decent housing to residents, to maintain and increase employment, to provide
infrastructure to serve citizens and employees of the City, to utilize existing land for potential
redevelopment and to provide other facilities as are outlined in the Development Program.

The City has also determined that proposed developments to be assisted by the City would not
occur solely through private investment in the foreseeable future. The City finds that the welfare
of the City, as well as the State of Minnesota, requires active promotion, attraction,
encouragement and development of economically sound industry and commerce to carry out its
stated public purpose objectives.

The City has also determined that any tax increment financing plans to be proposed herein will
be consistent with the Development Program, and that the tax increment financing plans will afford
maximum opportunity, consistent with the sound needs of the City as a whole, for the development
or redevelopment of the Development District by private enterprise.

City of Cloquet
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Statement of Objectives

The City determines that it is necessary, desirable and in the public interest to establish,
designate, develop and administer the Development District. The City determines that the
establishment of Development District No. 5 will provide the City with the ability to achieve certain
public purpose objectives not otherwise obtainable in the foreseeable future without City
intervention in the normal development process. The City seeks to achieve the following program
objectives:

1. Promoting and securing the prompt development of property in the Development
District in a manner consistent with the City's planning and with a minimal adverse
impact on the environment, which property is less productive because of the lack of
proper utilization and lack of investment, and thereby promoting and securing the
development of other land in the City;

2. Promoting and securing additional employment opportunities within the Development
District and the City for residents of the City and the surrounding area, thereby
improving living standards and preventing unemployment and the loss of skilled and
unskilled labor and other human resources in the City;

3. Securing the increase in value of property subject to taxation by the City, Independent
School District No. 94 and Carlton County, and any other taxing jurisdictions in order
to better enable such entities to pay for public improvements and governmental
services and programs required to be provided by them;

4. Securing the construction and providing of moneys for the payment of the cost of public
improvements in the Development District, which are necessary for the orderly and
beneficial development of the Development District; and

5. Providing and securing the development of increased opportunities for families to
reside in quality owner-occupied housing, for senior citizens to choose from housing
options which offer a wide array of services without regard to income, and for residents
looking for a wide range of multi-family units.

Statement of Public Facilities and Costs to be Financed

The preceding objectives will be promoted by providing improvements and opportunities within
the Development District which may include various types of site improvements, land acquisition,
redevelopment, demolition, parking, street, sewer, water and other public improvements. A
description of the items of expenditure and the estimated costs can be found in the Tax Increment
Financing Plans for the Tax Increment Financing Districts created within this Development
District.

City of Cloquet
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Funding of Developments and Redevelopments

To implement the established objectives, the City plans to utilize a number of public and private
financing tools. Funding of the necessary activities and improvements in the Development District
is expected to be accomplished through, and is not limited to, tax increment financing, special
assessments, state aid for road construction, proceeds from the sale of property, and federal and
state grants.

Any public facilities within the Development District will be financially feasible and compatible with
longer range development plans. Any acquisition of property for the public improvements will be
done to provide the impetus for private development within the Development District.

Environmental Controls

All municipal actions, public improvements and private development shall be carried out in a
manner consistent with existing environmental controls and all applicable Land Use regulations.

Proposed Reuse of Property

The Development Program contemplates that the City may acquire property and reconvey the
same to another entity. Prior to formal consideration of the acquisition of any property, the City
will require the execution of a binding development agreement with respect thereto and evidence
that Tax Increments or other funds will be available to repay the Public Costs associated with the
proposed acquisition. It is the intent of the City to negotiate the acquisition of property whenever
possible. Appropriate restrictions regarding the reuse and redevelopment of property shall be
incorporated into any development agreement to which the City is a party.

Open Space to be Created

Any open space within the Development District will be created in accordance with the zoning and
ordinances of the City.

Administration and Maintenance of Development District No. 5

Maintenance and operation of the Development District will be the responsibility of the City
Finance Director. Each year, the administrator of the Development District will submit to the
City Council the maintenance and operation budget for the following year.

The administrator of the Development District will administer the Development District pursuant
to the provision of the Enabling Act; provided, however, that such powers may only be exercised
at the direction of the City. No action taken by the administrator of the Development District
pursuant to the above-mentioned powers shall be effective without authorization by the City.

City of Cloquet
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Rehabilitation

Owners of properties within the Development District may be encouraged to rehabilitate their
properties to conform with the applicable state and local codes and ordinances, as well as any
design standards. Persons who purchase property within the Development District from the City
may be required to rehabilitate their properties as a condition of sale of land. The City may provide
such rehabilitation assistance as may be available from federal, state or local sources.

Relocation

Any person or business that is displaced as a result of the Development Program will be relocated
in accordance with Minnesota Statutes, Section 117.50 to 117.56. The City accepts its
responsibility for providing for relocation assistance pursuant to the Enabling Act.

Property Acquisition

The City may acquire such property, or appropriate interest therein, within the Development
District as the Authority may deem to be necessary or desirable to assist in the implementation
of the Development Program.

Modification of the Development Program and/or Development District
No. 5

The City reserves the right to alter and amend the Development Program and the Tax Increment
Financing Plans, subjectto the provisions of state law regulating such action. The City specifically
reserves the right to enlarge or reduce the size of the Development District and the Tax Increment
Financing District, the Development Program, the Public Costs and the amount of Tax Increment
Bonds to be issued to finance such cost by following the procedures specified in Minnesota
Statutes, Section 469.175, subdivision 4.

Description of Boundaries of Development District No. 5

The boundaries of the Development District shall be located at Trail Drive off 18th Street (PIDs
06-753-0110/06-753-0120/06-753-0130/06-753-0140/06-753-0150/06-753-0160/06-753-170) in
the City of Cloquet.

City of Cloquet
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Appendix A: Map of Development District No. 5
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CLOQUET ECONOMIC DEVELOPMENT AUTHORITY
CITY OF CLOQUET
CARLTON COUNTY
STATE OF MINNESOTA

RESOLUTION NO. 20-02

RESOLUTION RECOMMENDING THE ESTABLISHMENT OF
DEVELOPMENT DISTRICT NO. 5 AND ADOPTING A DEVELOPMENT
PROGRAM THEREFOR AND ESTABLISHING TAX INCREMENT
FINANCING DISTRICT NO. 5-1 THEREIN AND ADOPTING A TAX
INCREMENT FINANCING PLAN THEREFOR.

WHEREAS, it has been recommended by the Board of Commissioners (the "Board™) of
the City of Cloquet Economic Development Authority (the "EDA") that the City of Cloquet
establish Development District No. 5 (the "Development District") and adopt a Development
Program (the "Development Program”) therefor and establish Tax Increment Financing District
No. 5-1 and adopt a Tax Increment Financing Plan (the "TIF Plan") therefor (the Development
Program and the TIF Plan are referred to collectively herein as the "Program and Plan"), all
pursuant to and in conformity with applicable law, including Minnesota Statutes, Sections
469.124 to 469.133, and Sections 469.174 to 469.1974, inclusive, as amended (the "Act™), all as
reflected in the Program and Plan and presented for the Board's consideration.

NOW, THEREFORE, BE IT RESOLVED by the Board that the EDA determines that
Tax Increment Financing District No. 5-1 is in the public interest and the EDA recommends that
the proposed Program and Plan be adopted by the City Council.

Approved by the Board of Commissioners of the Cloquet Economic Development
Authority this 3rd of June, 2020.

Ross Peterson, EDA President

ATTEST:

Holly Hansen, EDA Secretary

12614314v1



DEVELOPMENT AGREEMENT

BY AND BETWEEN

THE CITY OF CLOQUET, MINNESOTA

AND

TRAIL'S EDGE, LLC

This document drafted by: Taft Stettinius & Hollister LLP (DFB)
2200 IDS Center, 80 South 8™ Street
Minneapolis, Minnesota 55402
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DEVELOPMENT AGREEMENT

THIS AGREEMENT, made as of the _ day of , 2020, by and between
the City of Cloquet, Minnesota (the "City"), a municipal corporation existing under the laws of
the State of Minnesota and Trail's Edge, LLC, a Minnesota limited liability company (the
"Developer"),

WITNESSETH:

WHEREAS, pursuant to Minnesota Statutes, Section 469.174 through 469.1794. as
amended (the "Tax Increment Act"), the City has heretofore established Development District
No. 5 (the "Development District”) and has adopted a development program therefor (the
"Development Program™); and

WHEREAS, pursuant to the provisions of the Tax Increment Act, the City has heretofore
established, within the Development District, Tax Increment Financing District No. 5-1 (the
"Tax Increment District™) and has adopted a tax increment financing plan therefor (the "Tax
Increment Plan™) which provides for the use of tax increment financing in connection with
certain development within the Development District; and

WHEREAS, in order to achieve the objectives of the Development Program and
particularly to make the land in the Development District available for development by private
enterprise in conformance with the Development Program, the City has determined to assist the
Developer with the financing of certain costs of a Project (as hereinafter defined) to be
constructed within the Tax Increment District as more particularly set forth in this Agreement;
and

WHEREAS, the City believes that the development and construction of the Project, and
fulfillment of this Agreement are vital and are in the best interests of the City, the health, safety,
morals and welfare of residents of the City, and in accordance with the public purpose and
provisions of the applicable state and local laws and requirements under which the Project has
been undertaken and is being assisted; and

WHEREAS, the requirements of the Business Subsidy Law, Minnesota Statutes, Section
116J.993 through 116J.995, do not apply to this Agreement pursuant to an exemption for
housing.

NOW, THEREFORE, in consideration of the premises and the mutual obligations of the
parties hereto, each of them does hereby covenant and agree with the other as follows:

ARTICLE |
DEFINITIONS

Section 1.1  Definitions. All capitalized terms used and not otherwise defined herein
shall have the following meanings unless a different meaning clearly appears from the context:



Agreement means this Agreement, as the same may be from time to time modified,
amended or supplemented;

Business Day means any day except a Saturday, Sunday or a legal holiday or a day on
which banking institutions in the City are authorized by law or executive order to close;

City means the City of Cloquet, Minnesota;

Compliance Certificate means the Compliance Certificate in substantially the form
attached hereto as Exhibit D;

County means Carlton County, Minnesota;
Developer means Trail's Edge, LLC, its successors and assigns;

Development District means Development District No. 5, including the real property
described in the Development Program;

Development Program means the development program adopted by the City in
connection with the Development District;

Development Property means the real property described in Exhibit A attached to this
Agreement;

Event of Default means any of the events described in Section 5.1 hereof;

Improvements means those certain improvements undertaken or to be undertaken on the
Development Property, more particularly described on Exhibit C attached hereto;

Legal and Administrative Expenses means the reasonable fees and expenses incurred by
the City in connection with the adoption and administration of the Tax Increment Financing
Plan, the preparation of this Agreement and the issuance of the TIF Note;

Note Payment Date means August 1, 2022, and each February 1 and August 1 of each
year thereafter to and including February 1, 2037; provided, that if any such Note Payment Date
should not be a Business Day, the Note Payment Date shall be the next succeeding Business
Day;

Permitted Encumbrances means the provisions of this Agreement: reservations of
minerals or mineral rights to the State of Minnesota; public utility, roadway and other easements
which will not adversely affect the Development Property and use thereof pursuant to the
Developer's construction plans; building laws, regulations and ordinances consistent with the
improvements on the Development Property; restrictions, covenants and easements of record that
do not materially adversely affect the Development Property and use of the improvements
thereon.
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Prime Rate means the rate of interest from time to time publicly announced by U.S. Bank
National Association in St. Paul, Minnesota, as its "reference rate" or any successor rate, which
rate shall change as and when that prime rate or successor rate changes;

Project means the construction of 5 2-unit senior rental housing facilities by the
Developer on the Development Property;

State means the State of Minnesota;

Tax Increment Act means Minnesota Statutes, Sections 469.174 through 469.1794, as
amended;

Tax Increment District means Tax Increment Financing District No. 5-1 located within
the Development District, a description of which is set forth in the Tax Increment Financing
Plan, which was qualified as a housing district under the Tax Increment Act;

Tax Increment Financing Plan means the tax increment financing plan approved for the
Tax Increment District by the City Council;

Tax Increments means 90% of the tax increments derived from the Development
Property which have been received by the City in accordance with the provisions of Minnesota
Statutes, Section 469.177,

Termination Date means the earlier of (i) February 1, 2037, (ii) the date the TIF Note is
paid in full, (iii) the date on which the Tax Increment District expires or is otherwise terminated,
or (iv) the date this Agreement is terminated or rescinded in accordance with its terms;

TIF Note means the Tax Increment Revenue Note (Trail's Edge, LLC) to be executed by
the City and delivered to the Developer pursuant to Article IV hereof, a copy of which is
attached hereto as Exhibit B.

Unavoidable Delays means delays, outside the control of the party claiming its
occurrence, which are the direct result of strikes, other labor troubles, unusually severe or
prolonged bad weather, acts of God, fire or other casualty to the Project, litigation commenced
by third parties which, by injunction or other similar judicial action or by the exercise of
reasonable discretion, directly results in delays, or acts of any federal, state or local
governmental unit (other than the City) which directly result in delays.

ARTICLE I

REPRESENTATIONS AND WARRANTIES

Section 2.1  Representations and Warranties of the City. The City makes the following
representations and warranties:

1) The City is a municipal corporation and has the power to enter into this
Agreement and carry out its obligations hereunder.
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(@) The development contemplated by this Agreement is in conformance with the
development objectives set forth in the Development Program.

(3) To finance certain costs within the Tax Increment District, the City proposes,
subject to the further provisions of this Agreement, to apply Tax Increments to reimburse the
Developer for a portion of the costs of the construction of Improvements incurred in connection
with the Project as further provided in this Agreement.

4) The City makes no representation or warranty, either expressed or implied, as to
the Development Property or its condition or the soil conditions thereon, or that the Development
Property shall be suitable for the Developer's purposes or needs.

5) Based on the representation of the Developer set forth herein, the Tax Increment
District is a "housing district" within the meaning of Minnesota Statutes, Section 469.174,
Subdivision 11, and was created, adopted and approved in accordance with the terms of the Tax
Increment Act.

Section 2.2 Representations and Warranties of the Developer. The Developer makes
the following representations and warranties:

1) The Developer is a Minnesota limited liability company and has the power and
authority to enter into this Agreement and to perform its obligations hereunder and doing so will
not violate its articles of organization, member control agreement or operating agreement, or the
laws of the State and by proper action has authorized the execution and delivery of this
Agreement.

(@) The Developer shall cause the Project to be constructed in accordance with the
terms of this Agreement, the Development Program, and all applicable local, state and federal
laws and regulations (including, but not limited to, environmental, zoning, energy conservation,
building code and public health laws and regulations), except for variances necessary to
construct and operate the Project approved by the City and other applicable authorities.

3 The construction of the Project would not be undertaken by the Developer, and in
the opinion of the Developer would not have been or be economically feasible within the
reasonably foreseeable future, without the assistance and benefit to the Developer provided for in
this Agreement.

4) The Developer will use its best efforts to obtain, or cause to be obtained, in a
timely manner, all required permits, licenses and approvals, and will meet, in a timely manner,
all requirements of all applicable local, state, and federal laws and regulations which must be
obtained or met before the balance of the Project may be lawfully constructed.

(5) Neither the execution and delivery of this Agreement, the consummation of the
transactions contemplated hereby, nor the fulfillment of or compliance with the terms and
conditions of this Agreement is prevented, limited by or conflicts with or results in a breach of,
the terms, conditions or provision of any contractual restriction, evidence of indebtedness,
agreement or instrument of whatever nature to which the Developer is now a party or by which it
is bound, or constitutes a default under any of the foregoing.

4
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(6) The Developer will cooperate fully with the City with respect to any litigation
commenced by third parties with respect to the activities contemplated by this Agreement or with
respect to the Project.

@) The Developer will cooperate fully with the City in resolution of any traffic,
parking, trash removal or public safety problems which may arise in connection with the
construction and operation of the Project.

(8) The construction of the Project is estimated to commence on June 17, 2020,
subject to all necessary approvals by the City of the Project, and barring Unavoidable Delays, the
Project will be substantially completed by June 17, 2022. The Developer shall complete
construction of (i) three of the five buildings by June 17, 2021, and (ii) the remaining two
buildings by June 17, 2022.

9) The Developer acknowledges that Tax Increment projections contained in the Tax
Increment Financing Plan are estimates only and the Developer acknowledges that it shall place
no reliance on the amount of projected Tax Increments and the sufficiency of such Tax
Increments to reimburse the Developer for a portion of the costs of the construction of the
Improvements as provided in Article IV.

(10)  The Developer will not seek a reduction in the market value as determined by the
County Assessor of the Project or other facilities that it constructs on the Development Property,
pursuant to the provisions of this Agreement, for so long as the TIF Note remains outstanding.

ARTICLE Il

[RESERVED]

ARTICLE IV
UNDERTAKINGS BY DEVELOPER AND CITY

Section 4.1  Development Property, Improvements; and Legal and Administrative
Expenses.

1) The parties agree that the construction and installation of the Improvements are
essential to the successful completion of the Project. The costs of the Improvements shall be
paid by the Developer. The City shall reimburse the Developer for the lesser of (a) $312,218, or
(b) the costs of the Improvements actually incurred and paid by the Developer (the
"Reimbursement Amount") as further provided in Section 4.2.

(@) The Developer shall pay all Legal and Administrative Expenses in excess of the
initial deposit of $10,000 paid to the City by the Developer.

Section4.2  Reimbursement: TIF Note. The City shall reimburse the payments made
by the Developer under Section 4.1 for costs of the construction of the Improvements through the
issuance of the City's TIF Note in substantially the form attached to this Agreement as Exhibit B,
subject to the following conditions:
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1) The TIF Note shall be dated, issued and delivered when the Developer shall have
demonstrated in writing to the reasonable satisfaction of the City that the construction of the first
three of the five buildings of the Project has been completed and that the Developer has incurred
and paid all costs of the construction of the Improvements related thereto. Upon completion of
the remaining two buildings of the Project, the Developer shall demonstrate in writing to the
reasonable satisfaction of the City that the construction of said remaining two buildings has been
completed and that the Developer has incurred and paid all costs of the construction of the
Improvements related thereto. The Developer shall then surrender to the City the TIF Note, and
the City shall then issue an amended TIF Note with an increased principal amount equal to the
full Reimbursement Amount, as described in and limited by Section 4.1.

(@) The unpaid principal amount of the TIF Note shall bear simple, non-compounding
interest from the date of issuance of the TIF Note, at 4.50% per annum; provided however, that
the interest accruing from the date of the issuance of the TIF Note to and including August 1,
2021 shall be added to the principal amount of the TIF Note. Interest shall be computed on the
basis of a 360 day year consisting of twelve (12) 30-day months. The principal amount of the
TIF Note and the interest thereon shall be payable solely from the Tax Increments.

(3) The payment dates of the TIF Note shall be the Note Payment Dates. On each
Note Payment Date and subject to the provisions of the TIF Note, the City shall pay, against the
principal and interest outstanding on the TIF Note, the Tax Increments received by the City
during the preceding six months. All such payments shall be applied first to accrued interest and
then to reduce the principal of the TIF Note.

4) The TIF Note shall be a special and limited obligation of the City and not a
general obligation of the City, and only Tax Increments shall be used to pay the principal of and
interest on the TIF Note. If, on any Note Payment Date, the Tax Increments for the payment of
the accrued and unpaid interest on the TIF Note are insufficient for such purposes, the difference
shall be carried forward, without interest accruing thereon, and shall be paid if and to the extent
that on a future Note Payment Date there are Tax Increments in excess of the amounts needed to
pay the accrued interest then due on the TIF Note.

(5) The City's obligation to make payments on the TIF Note on any Note Payment
Date or any date thereafter shall be conditioned upon the requirement that there shall not at that
time be an Event of Default that has occurred and is continuing under this Agreement.

(6) The TIF Note shall be governed by and payable pursuant to the additional terms
thereof, as set forth in Exhibit B. In the event of any conflict between the terms of the TIF Note
and the terms of this Section 4.2, the terms of the TIF Note shall govern. The issuance of the
TIF Note pursuant and subject to the terms of this Agreement, and the taking by the City of such
additional actions as bond counsel for the TIF Note may require in connection therewith, are
hereby authorized and approved by the City.

Section 4.3  Compliance with Low and Moderate Income Requirements.

1) The City and the Developer understand and agree that the Tax Increment District
will constitute a "housing district" under Section 469.174, Subd. 11 of the Tax Increment Act.
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Accordingly, in compliance with Section 469.1761, Subd. 3 of the Tax Increment Act, the
Developer agrees that the Project must satisfy, or be treated as satisfying, the income
requirements for a qualified residential rental project as defined in Section 142(d) of the Internal
Revenue Code. The parties further agree that no more than 20% of the square footage of the
Project may consist of commercial, retail, or other nonresidential uses. The Developer must
meet the above requirements as follows:

(A) At least 20% of the residential units in the Project must be occupied or
available for occupancy by persons whose incomes do not exceed 50% of the County
median income; and

(B) The Ilimits described in clause (A) must be satisfied through the
Termination Date. Income for occupants of units described in clause (A) shall be
adjusted for family size in accordance with Section 142(d) of the Internal Revenue Code
and related regulations.

2 On or before each January 1 and July 1 of each year, commencing on July 1,
2022, the Developer or an agent of the Developer must deliver or cause to be delivered to the
City a Compliance Certificate executed by the Developer covering the preceding six months
together with written evidence satisfactory to the City of compliance with the covenants in this
Section. This evidence must include a statement of the household income of each qualifying
renter, a written determination that each qualifying renter's household income falls within the
qualifying limits of this Section (and Section 142(d) of the Internal Revenue Code), and
certification that the income documentation is correct and accurate (and that the determination of
qualification was made in compliance with Section 142(d) of the Internal Revenue Code). The
City may review, upon request, all documentation supporting the Developer submissions and
statements. In determining compliance with this Section, the Developer must use the County
median incomes for the year in which the payment is due on the TIF Note, as promulgated by the
Minnesota Housing Finance Agency based on the area median incomes established by the United
States Department of Housing and Urban Development.

Section4.4  City Review of Developer's Costs. The City's determination to issue the
TIF Note to the Developer is based on the Developer's representations regarding its costs of
constructing the Improvements. Based on those representations the City has determined that
reimbursement of the Developer through the issuance of the TIF Note for its costs of the
Improvements is necessary to assist in making the construction and ownership of the Project
financially feasible. Attached to this Agreement as Exhibit F is a financial pro forma for the
Project and Improvements provided to the City by the Developer setting forth the Developer's
anticipated costs associated with the construction of the Project and Improvements. Within thirty
(30) days after the Developer's completion of construction of the Project and Improvements and
payment of all costs associated with such construction, the Developer shall furnish to the City an
updated pro forma showing the Developer's actual costs incurred in connection with the
construction of the Project and Improvements, together with such supporting documentation as
the City may require. If such updated pro forma shows that the Developer's total costs of
constructing the Project and Improvements is less than the amount shown on the pro forma
attached hereto for the Project and Improvements, the principal amount of the TIF Note shall be
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reduced by $0.50 for each $1.00 that the Developer's actual costs are less than the amount
estimated as shown on the attached pro forma.

ARTICLE V
EVENTS OF DEFAULT
Section 5.1  Events of Default Defined. The following shall be "Events of Default"

under this Agreement and the term "Event of Default” shall mean whenever it is used in this
Agreement any one or more of the following events:

1) Failure by the Developer to timely pay any ad valorem real property taxes
assessed, special assessments, or other applicable City charges with respect to the Development
Property when due and payable.

@) Failure by the Developer to cause the construction of the Project to be completed
pursuant to the terms, conditions and limitations of this Agreement.

3 Failure of the Developer to observe or perform any other covenant, condition,
obligation or agreement on its part to be observed or performed under this Agreement.

4) The holder of any mortgage on the Development Property or any improvements
thereon, or any portion thereof, commences foreclosure proceedings as a result of any default
under the applicable mortgage documents.

(5) If the Developer shall:

(A)  file any petition in bankruptcy or for any reorganization, arrangement,
composition, readjustment, liquidation, dissolution, or similar relief under the United
States Bankruptcy Act of 1978, as amended or under any similar federal or state law; or

(B)  make an assignment for the benefit of its creditors; or

(C)  admit in writing its inability to pay its debts generally as they become due;
or

(D)  be adjudicated as bankrupt or insolvent; or if a petition or answer
proposing the adjudication of the Developer as bankrupt or its reorganization under any
present or future federal bankruptcy act or any similar federal or state law shall be filed in
any court and such petition or answer shall not be discharged or denied within sixty (60)
days after the filing thereof; or a receiver, trustee or liquidator of the Developer, or of the
Project, or part thereof, shall be appointed in any proceeding brought against the
Developer, and shall not be discharged within sixty (60) days after such appointment, or
if the Developer, shall consent to or acquiesce in such appointment.

Section 5.2  Remedies on Default. Whenever any Event of Default referred to in
Section 5.1 occurs and is continuing, the City, as specified below, may take any one or more of
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the following actions after the giving of thirty (30) days' written notice to the Developer, but only
if the Event of Default has not been cured within said thirty (30) days:

1) The City may suspend its performance under this Agreement and the TIF Note
until it receives assurances from the Developer, deemed adequate by the City, that the Developer
will cure its default and continue its performance under this Agreement.

@) The City may cancel and rescind the Agreement and the TIF Note.

(3) The City may take any action, including legal or administrative action, in law or
equity, which may appear necessary or desirable to enforce performance and observance of any
obligation, agreement, or covenant of the Developer under this Agreement.

If the City defaults, the Developer may seek specific performance of the City's
obligations hereunder and pursuant to the TIF Note.

Section 5.3  No Remedy Exclusive. No remedy herein conferred upon or reserved to
the City is intended to be exclusive of any other available remedy or remedies, but each and
every such remedy shall be cumulative and shall be in addition to every other remedy given
under this Agreement or now or hereafter existing at law or in equity or by statute. No delay or
omission to exercise any right or power accruing upon any default shall impair any such right or
power or shall be construed to be a waiver thereof, but any such right and power may be
exercised from time to time and as often as may be deemed expedient.

Section5.4 No Implied Waiver. In the event any agreement contained in this
Agreement should be breached by any party and thereafter waived by any other party, such
waiver shall be limited to the particular breach so waived and shall not be deemed to waive any
other concurrent, previous or subsequent breach hereunder.

Section 5.5  Agreement to Pay Attorney's Fees and Expenses. Whenever any Event of
Default occurs and the City shall employ attorneys or incur other expenses for the collection of
payments due or to become due or for the enforcement or performance or observance of any
obligation or agreement on the part of the Developer herein contained, the Developer agrees that
it shall, on demand therefor, pay to the City the reasonable fees of such attorneys and such other
expenses so incurred by the City.

Section 5.6  Indemnification of City.

1) The Developer releases from and covenants and agrees that the City, its governing
body members, officers, agents, including the independent contractors, consultants and legal
counsel, servants and employees thereof (hereinafter, for purposes of this Section, collectively
the "Indemnified Parties") shall not be liable for and agrees to indemnify and hold harmless the
Indemnified Parties against any loss or damage to property or any injury to or death of any
person occurring at or about or resulting from any defect in the Project, provided that the
foregoing indemnification shall not be effective for any actions of the Indemnified Parties that
are not contemplated by this Agreement.
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(@) Except for any willful misrepresentation or any willful or wanton misconduct of
the Indemnified Parties, the Developer agrees to protect and defend the Indemnified Parties, now
and forever, and further agrees to hold the aforesaid harmless from any claim, demand, suit,
action or other proceeding whatsoever by any person or entity whatsoever arising or purportedly
arising from the actions or inactions of the Developer (or other persons acting on its behalf or
under its direction or control) under this Agreement, or the transactions contemplated hereby or
the construction, installation, ownership, and operation of the Project; provided, that this
indemnification shall not apply to the warranties made or obligations undertaken by the City in
this Agreement or to any actions undertaken by the City which are not contemplated by this
Agreement but shall, in any event and without regard to any fault on the part of the City, apply to
any pecuniary loss or penalty (including interest thereon from the date the loss is incurred or
penalty is paid by the City at a rate equal to the Prime Rate) as a result of the Developer
operating the Project so that the Tax Increment District does not qualify or ceases to qualify as a
"housing district” under Section 469.174, Subdivision 11, of the Act or to violate limitations as
to the use of Tax Increments as set forth in Section 469.176, Subdivision 4d.

3 All covenants, stipulations, promises, agreements and obligations of the City
contained herein shall be deemed to be the covenants, stipulations, promises, agreements and
obligations of the City and not of any governing body member, officer, agent, servant or
employee of the City.

ARTICLE VI

DEVELOPER'S OPTION TO TERMINATE AGREEMENT

Section 6.1  The Developer's Option to Terminate. This Agreement may be terminated
by Developer, if (i) the Developer is in compliance with all material terms of this Agreement and
no Event of Default has occurred; and (ii) the City fails to comply with any material term of this
Agreement, and, after written notice by the Developer of such failure, the City has failed to cure
such noncompliance within ninety (90) days of receipt of such notice, or, if such noncompliance
cannot reasonably be cured by the City within ninety (90) days, of receipt of such notice, the
City has not provided assurances, reasonably satisfactory to the Developer, that such
noncompliance will be cured as soon as reasonably possible.

Section 6.2  Effect of Termination. If this Agreement is terminated pursuant to this
Article VI, this Agreement shall be from such date forward null and void and of no further effect;
provided, however, the termination of this Agreement shall not affect the rights of either party to
institute any action, claim or demand for damages suffered as a result of breach or default of the
terms of this Agreement by the other party, or to recover amounts which had accrued and
become due and payable as of the date of such termination. Upon termination of this Agreement
pursuant to this Article VI, the Developer shall be free to proceed with the Project at its own
expense and without regard to the provisions of this Agreement; provided, however, that the City
shall have no further obligations to the Developer with respect to reimbursement of the expenses
set forth in Section 4.2, or to make any further payments on the TIF Note.

10
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ARTICLE VII

ADDITIONAL PROVISIONS

Section 7.1  Restrictions on Use. The Developer agrees for itself, its successors and
assigns and every successor in interest to the Development Property, or any part thereof, that
during the term of this Agreement the Developer and such successors and assigns shall operate,
or cause to be operated, the Project as a housing facility, and shall devote the Development
Property to, and in accordance with, the uses specified in this Agreement.

Section 7.2 Conflicts of Interest. No member of the governing body or other official
of the City shall have any financial interest, direct or indirect, in this Agreement, the
Development Property or the Project, or any contract, agreement or other transaction
contemplated to occur or be undertaken thereunder or with respect thereto, nor shall any such
member of the governing body or other official participate in any decision relating to the
Agreement which affects his or her personal interests or the interests of any corporation,
partnership or association in which he or she is directly or indirectly interested. No member,
official or employee of the City shall be personally liable to the City in the event of any default
or breach by the Developer or successor or on any obligations under the terms of this Agreement.

Section 7.3 Titles of Articles and Sections. Any titles of the several parts, articles and
sections of the Agreement are inserted for convenience of reference only and shall be
disregarded in construing or interpreting any of its provisions.

Section 7.4  Notices and Demands. Except as otherwise expressly provided in this
Agreement, a notice, demand or other communication under this Agreement by any party to any
other shall be sufficiently given or delivered if it is dispatched by registered or certified mail,
postage prepaid, return receipt requested, or delivered personally, and

1) in the case of the Developer is addressed to or delivered personally to:

Trail's Edge, LLC

Attention: James Kuklis, President
1593 Evergreen Drive

Cloquet, MN 55720

(@) in the case of the City is addressed to or delivered personally to the City at:

City of Cloquet, Minnesota

Attention: Community Development Director
Cloquet Community Development Department
101 14" Street

Cloquet, MN 55720

11
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with a copy to:

Taft Stettinius & Hollister LLP
Attention: Dan Burns

2200 IDS Center

80 South 8™ Street
Minneapolis, MN 55402

or at such other address with respect to any such party as that party may, from time to time,
designate in writing and forward to the other, as provided in this Section.

Section 7.5  Counterparts. This Agreement may be executed in any number of
counterparts, each of which shall constitute one and the same instrument.

Section 7.6 Law Governing. This Agreement will be governed and construed in
accordance with the laws of the State.

Section 7.7  Expiration. This Agreement shall expire on the Termination Date.

Section 7.8  Provisions Surviving Rescission or Expiration. Sections 5.5 and 5.6 shall
survive any rescission, termination or expiration of this Agreement with respect to or arising out
of any event, occurrence or circumstance existing prior to the date thereof.

Section 7.9  Assignment. The Developer shall not assign its interest in this Agreement
or the TIF Note without the consent of the City pursuant to action by the City Council, which
consent shall not be unreasonably withheld.
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IN WITNESS WHEREOF, the City has caused this Agreement to be duly executed in its
name and on its behalf and its seal to be hereunto duly affixed, and the Developer has caused this
Agreement to be duly executed on its behalf, on or as of the date first above written.

CITY OF CLOQUET, MINNESOTA

By
Its Mayor

By
Its City Administrator

This is a signature page to the Development Agreement by and between the City of Cloquet and
Trail's Edge, LLC.
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TRAIL'S EDGE, LLC

By
James Kuklis
Its President

This is a signature page to the Development Agreement by and between the City of Cloguet and
Trail's Edge, LLC.
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EXHIBIT A
DESCRIPTION OF DEVELOPMENT PROPERTY

Legal Description

Lots 1, 2, and 3, Block 2 and Lots 1 and 2, Block 3, Trails Edge, City of Cloquet, Carlton
County, Minnesota.



EXHIBIT B

FORM OF TIF NOTE

No. R-1 $

UNITED STATES OF AMERICA
STATE OF MINNESOTA
COUNTY OF CARLTON

CITY OF CLOQUET

TAX INCREMENT REVENUE NOTE
(Trail's Edge, LLC)

The City of Cloquet, Minnesota (the "City"), hereby acknowledges itself to be indebted
and, for value received, hereby promises to pay the amounts hereinafter described (the "Payment
Amounts™) to Trail's Edge, LLC, or its registered assigns (the "Registered Owner"), but only in
the manner, at the times, from the sources of revenue, and to the extent hereinafter provided.

The principal amount of this Note shall equal from time to time the principal amount
stated above, as reduced to the extent that such principal installments shall have been paid in
whole or in part pursuant to the terms hereof; provided that the sum of the principal amount
listed above shall in no event exceed $312,218 as provided in that certain Development
Agreement, dated as of , 2020, as the same may be amended from time to time
(the "Development Agreement™), by and between the City and Trail's Edge, LLC The unpaid
principal amount hereof shall bear interest from the date of this Note at the simple, non-
compounding interest at a rate of four and one half percent (4.50%) per annum; provided
however, that the interest accruing from the date of this Note to and including August 1, 2021
shall be added to the principal amount of this Note. Interest shall be computed on the basis of a
360 day year consisting of twelve (12) 30-day months.

The amounts due under this Note shall be payable on August 1, 2022, and on each
August 1 and February 1 thereafter to and including February 1, 2037, or, if the first should not
be a Business Day (as defined in the Development Agreement) the next succeeding Business
Day (the "Payment Dates"). On each Payment Date the City shall pay by check or draft mailed
to the person that was the Registered Owner of this Note at the close of the last business day of
the City preceding such Payment Date an amount equal to the Tax Increments (hereinafter
defined) received by the City during the six month period preceding such Payment Date. All
payments made by the Authority under this Note shall first be applied to accrued interest and
then to principal. This Note is prepayable by the City, in whole or in part, on any date.

The Payment Amounts due hereon shall be payable solely from 90% of the tax
increments (the "Tax Increments”) from the Development Property (as defined in the
Development Agreement) within the City's Tax Increment Financing District Tax Increment
Financing District No. 5-1 (the "Tax Increment District") within its Development District No. 5
which are paid to the City and which the City is entitled to retain pursuant to the provisions of
Minnesota Statutes, Sections 469.174 through 469.1794, as the same may be amended or

B-1



supplemented from time to time (the "Tax Increment Act™). This Note shall terminate and be of
no further force and effect following the termination of the Tax Increment District, on any date
upon which the City shall have terminated the Development Agreement under Section 5.2(2)
thereof or the Developer shall have terminated the Development Agreement under Article VI
thereof, or on the date that all principal and interest payable hereunder shall have been paid in
full (in an aggregate amount not to exceed $437,078), whichever occurs earliest.

The Tax Increment District includes properties other than the Development Property and
Carlton County remits Tax Increment to the City on the basis of the captured tax capacity of the
entire Tax Increment District. For purposes of this Tax Increment Revenue Note, the City will
determine Tax Increment generated from the Development Property and improvements thereon
in its sole discretion.

The City makes no representation or covenant, expressed or implied, that the Tax
Increments will be sufficient to pay, in whole or in part, the amounts which are or may become
due and payable hereunder.

The City's payment obligations hereunder shall be further conditioned on the fact that no
Event of Default under the Development Agreement shall have occurred and be continuing at the
time payment is otherwise due hereunder, but such unpaid amounts shall become payable,
without interest accruing thereon in the meantime, if said Event of Default shall thereafter have
been cured; and, further, if pursuant to the occurrence of an Event of Default under the
Development Agreement the City elects to cancel and rescind the Development Agreement, the
City shall have no further debt or obligation under this Note whatsoever. Reference is hereby
made to all of the provisions of the Development Agreement, including without limitation
Section 4.2 thereof, for a fuller statement of the rights and obligations of the City to pay the
principal of this Note, and said provisions are hereby incorporated into this Note as though set
out in full herein.

This Note is a special, limited revenue obligation and is payable by the City only from
the sources and subject to the qualifications stated or referenced herein. This Note is not a
general obligation of the City of Cloquet, Minnesota, and neither the full faith and credit nor the
taxing powers of the City are pledged to the payment of the principal of this Note and no
property or other asset of the City, save and except the above-referenced Tax Increments, is or
shall be a source of payment of the City's obligations hereunder.

This Note is issued by the City in aid of financing a project pursuant to and in full
conformity with the Constitution and laws of the State of Minnesota, including the Tax
Increment Act.

This Note may be assigned only with the consent of the City. In order to assign the Note,
the assignee shall surrender the same to the City either in exchange for a new fully registered
note or for transfer of this Note on the registration records for the Note maintained by the City.
Each permitted assignee shall take this Note subject to the foregoing conditions and subject to all
provisions stated or referenced herein.
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IT IS HEREBY CERTIFIED AND RECITED that all acts, conditions, and things
required by the Constitution and 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; 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, statutory or charter limitation thereon.

IN WITNESS WHEREOF, City of Cloquet, Minnesota, by its City Council, has caused
this Note to be executed by the manual signatures of its Mayor and City Administrator and has
caused this Note to be issued on and dated , 20

City Administrator Mayor

DO NOT EXECUTE UNTIL PAID INVOICES FOR IMPROVEMENTS ARE GIVEN TO
THE CITY - REFER TO SECTIONS 4.1 and 4.2.

B-3



CERTIFICATION OF REGISTRATION

It is hereby certified that the foregoing Note, as originally issued on
20__, was on said date registered in the name of Trail's Edge, LLC, and that, at the request of the
Reglstered Owner of this Note, the undersigned has this day registered the Note in the name of
such Registered Owner, as indicated in the registration blank below, on the books kept by the
undersigned for such purposes.

NAME AND ADDRESS OF DATE OF SIGNATURE OF
REGISTERED OWNERS REGISTRATION CITY ADMINISTRATOR

Trail's Edge, LLC

Attn: James Kuklis

159 Evergreen Drive

Cloquet, MN 55720 , 20

20

, 20

20
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EXHIBIT C
IMPROVEMENTS

Landscaping, including irrigation
Foundations and Footings

Onsite Utilities

Driveway

Home Construction



EXHIBIT D

COMPLIANCE CERTIFICATE

The undersigned Trail's Edge, LLC, does hereby certify that as of the date of this
Certificate not less than 20% of the residential units in the multifamily rental housing facility
located at in Cloquet, Minnesota, and the subject project of
that certain Development Agreement, dated , 2020, by and between the City of
Cloquet and Trail's Edge, LLC, are occupied by individuals whose income is 50% or less of the
Carlton County median income.

Dated this day of , 20

TRAIL'S EDGE, LLC

By
Its

[Attach income verification required by Section 4.3]



EXHIBIT E

FINANCIAL PRO FORMA



Community Development Department
1307 Cloquet Avenue ¢ Cloquet MN 55720

% CLOQI lE | Phone: 218-879-2507 « Fax: 218-879-6555

—————

REQUEST FOR EDA ACTION

To: Cloquet Economic Development Authority (EDA)
From: Holly Hansen, Community Development Director
Date: May 22, 2020
ITEM DESCRIPTION: GAP FINANCING LOAN APPLICATION FOR BUILDING

PURCHASE AT 1403 AVENUE C & SCDP GRANT REQUEST
FOR DOWNTOWN EXTERIOR BUILDING IMPROVEMENTS
AT 1403 AVENUE C

Proposed Action
Staff recommends the Cloquet EDA move to approve:

1. Aloan in the amount of $75,000 (Fund 202, EDA), in the form of a 20-year term loan, at an
interest rate of 2.25% (prime minus 1%), to GCL Development Group LLC for the building
purchase of 1403 Avenue C; and

2. Agrantin the amount of $10,000 (Fund 206, EDA), Small Cities Development Program (filed
in the form of a 7-year term lien), with a required 30% match, for exterior building improvements
at 1403 Avenue C that will focus on replacing awning materials and using remaining funds
towards window and/or door replacements.

Background / Overview
Clyde and Louise Sherman are the owners of GCL Development Group LLC and have an approved

purchase agreement on 1403 Avenue C, the Labor Temple Building. The vision of the new owners is to
remodel the main level into five office suites and create ten loft apartments on the second floor. There are
three signed leases for the first-floor space at this time, and a fourth that is a potential. Attached the EDA
will find the loan review conducted by the Northspan Group, the City’s loan reviewer. The tables below
provide information on the project sources and uses of funds, you’ll note 10% of the project would be
funded by the City of Cloquet EDA Fund 202 which can lend up to 50% gap financing for projects. The
City of Cloquet EDA’s funding will be used only towards the building purchase, not renovations.

LOAN SOURCE & TYPE LOAN USE AMOUNT PROJECT

Primary Bank Loan (First on Building) Building Purchase $155,000 36%

Primary Bank Loan (First on Building Renovations $150,000 30%

plus HELOC on residence)

City of Cloquet (Second on Building) Building Purchase $75,000 15%

Owner Equity Equity $121,180 24%
$501,180 100%




Community Development Department
1307 Cloquet Avenue ¢ Cloquet MN 55720

% CLOQI lE | Phone: 218-879-2507 « Fax: 218-879-6555

—————

The applicant has 25 years of commercial building and remodeling experience and is interested in
beginning to invest and develop high quality downtown housing. The primary bank outreached to the
City on gap financing loan opportunities for the project and staff reviewed options.

Policy Objectives

LOAN

The City/EDA loan fund policy and sources of origination guide that loan funds are available to for-
project businesses and in this case, loan funds are targeted to a for-profit LLC towards the building’s
purchase only (not involved in labor renovation funding) that will create commercial main level office
suites retaining two existing downtown leases and attracting a new lease into the City. Fund 202 has been
the EDA’s primary fund used in downtown building purchases. From the strategic goals of the EDA and
Fund 202’s objectives, this project supports both the retention, expansion, and creation of private and
public jobs downtown by creating new additional office space, aims to renovate the blighted portions of
this building, and adds housing (not a consideration of the EDA’s loan programs, just a policy goal
comment).

This project is eligible for the use of funds from Cloquet EDA Fund 202 which is a fund under the
approval authority of the EDA. This loan fund that was initially created in 1986 and supplemented in
1991 through the receipt of federal CDBG funding to Diamond Brands. The purpose of these revolving
loan funds is to support business start-ups, expansions, and retentions where jobs are created or retained
via:

1. Creation or retention of permanent private sector jobs in order to create above average economic

growth;

2. Stimulation or leverage of private investment to ensure economic renewal and competitiveness;

3. Increase to the local tax base;

4. Improvement of employment and economic opportunity for citizens in the region to create a

reasonable standard of living;

5. Stimulation of productivity growth through improved manufacturing or new technologies.
GRANT
The Cloguet Small Cities Development Program Grant with DEED concluded in December 2017. A
limited number of loans comprise the repayments coming into this fund, along with any SCDP holders
who sell within the lien period. Fund 206 is targeted to commercial qualifying downtown projects
aligned with the original grant program. When Advance the West End Loan Program and Got Beer Bring
it Here programs formed, both use Fund 202 as the loan resource and Fund 206 as the grant resource. In
2019 with no utilization of Advance West or the brewery, the EDA advised to consider other grant
projects within the broader SCDP downtown target area. Being a new building purchase that’s been
under long term ownership, this building well qualifies for EDA consideration especially with signed
commercial leases in place.



Community Development Department
1307 Cloquet Avenue « Cloguet MN 55720

; % ( :LOQ' |E' I ' Phone: 218-879-2507 » Fax: 218-879-6555

————

Financial/Budget/Grant Considerations

LOAN

The applicant has paid the $350 loan review fee. If approved by the EDA, staff will direct the City
Attorney to prepare loan documents, closing cost estimates will be provided to the applicant once
determined by the City Attorney and a closing scheduled with a local title company.

GRANT

If approved by the EDA, staff will prepare an approval letter to the applicant and County EDA
(administering the fund) to prepare scope of work and bid documents, no early work start is allowed.
This grant will be affiliated with the owner and business/es occupying the building for which the
proposed exterior renovations will support (improved awning materials, windows/doors). Small Cities
Grants are filed as a 7-year lien on the property during which the owner must continue to own the
building for the grant to be completely forgivable after the 7-year term, otherwise if the building is sold
within this timeframe there is a repayment schedule.

Supporting Documentation Attached
o Northspan Group’s Loan Summary
e Proposed Plans for Main Level and Upper Story
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Community Development Department
101 141 ST « Cloquet MN 55720

% CLOQ' lE | Phone: 218-879-2507 « Fax: 218-879-6555

——

To: City of Cloquet Economic Development Authority (EDA)
From: Holly Hansen, Community Development Director
Date: June 1, 2020

ITEM DESCRIPTION: REVOLVED SCDP GRANT REQUEST - 102 AVENUE C
(WEST END)

EDA Requested Action
The EDA is asked to approve:

Welcome Home Realty located in the West
End Business District at 102 Avenue C for
$10,000 in SCDP Grant Funding to
remove white paint on the north and east
building faces (primary project) and
reface the south exterior wall with a
material to be determined. The owner
Rae Johnson will need to provide a 30%

The fully white and stucco wall face above along Avenue C is the
building’s north wall face, the half brown and half white wall face
above with Skuteviks Floral is the building’s east wall face where last

match to the EDA’s grant. year Ms. Johnson had the metal siding coverup removed exposing the
building’s original brick. Below are the building’s south and east
Background walls.

When the City was awarded SCDP
funding from DEED for the years
2015-2017, staff worked extensively
with numerous eligible downtown
businesses, the Welcome Home
Realty building was one of them.
Remaining unused SCDP was
returned to the state (DEED) in
December 2017.

Policy Objectives

The balance of Fund 206 is derived from seven current SCDP loan projects with monthly
repayments. At the closure of the original SCDP project in December 2017, loan repayments
were identified to be directed to commercial projects, consistent with past practice, and are being
granted to commercial buildings within the original grant’s adopted downtown blight area.




Community Development Department
101 14" ST « Cloquet MN 55720

; CLOQ' ’E | Phone: 218-879-2507  Fax: 218-879-6555

——

The EDA created the West End Loan and Grant Program, with few takers the EDA decided last
year to be flexible as good candidates present themselves, with priority to the West End.

COMMERCTAL Cloquet Target Area

Morth Side of Avenue B

Financial Impacts

The cash balance of Fund 206 is $77,469.08, with outstanding repayments of $30,146.50. This
fund will max out at $107,615.58, the last loan repayment will be received in 2024 and into the
future if any one of these lien holders sells within the grant period repayment per the loan
contract will be required. Currently slated EDA Commercial Grant Awards include $60,000
Fund 206 for these projects:

$10,000 Northeastern, 115 St. Louis Avenue (awnings)

$10,000 Shooting Stars Annex, 1404 Cloquet Avenue (exterior rehabilitation)

$10,000 Neighborhood Church of Cloquet, 612 Cloquet Avenue (reroof)

$10,000 Former Labor Temple, 1403 Avenue C (awnings/doors)

$10,000 Welcome Home Realty, 102 Avenue C (remove white paint, improve south face
exterior)

F. $10,000 HOLD for potential West End Brewery Project

moow>

Per standard DEED guidance and adopted contract with Carlton County, 15% is charged for
grant administration paperwork and the EDA derives administration funding from Fund 202
(federal CDBG) to pay the County for administration.

Staff Recommendation

Staff believes the proposed project will restore the integrity of the original building materials in
the West End and addressing the building’s south wall face which is a mixture of materials, will
enhance the building.

Supporting Documentation
None.
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	WITNESSETH:
	ARTICLE I   DEFINITIONS
	Section 1.1 UDefinitionsU.  All capitalized terms used and not otherwise defined herein shall have the following meanings unless a different meaning clearly appears from the context:

	ARTICLE II   REPRESENTATIONS AND WARRANTIES
	Section 2.1 URepresentations and Warranties of the CityU.  The City makes the following representations and warranties:
	(1) The City is a municipal corporation and has the power to enter into this Agreement and carry out its obligations hereunder.
	(2) The development contemplated by this Agreement is in conformance with the development objectives set forth in the Development Program.
	(3) To finance certain costs within the Tax Increment District, the City proposes, subject to the further provisions of this Agreement, to apply Tax Increments to reimburse the Developer for a portion of the costs of the construction of Improvements i...
	(4) The City makes no representation or warranty, either expressed or implied, as to the Development Property or its condition or the soil conditions thereon, or that the Development Property shall be suitable for the Developer's purposes or needs.
	(5) Based on the representation of the Developer set forth herein, the Tax Increment District is a "housing district" within the meaning of Minnesota Statutes, Section 469.174, Subdivision 11, and was created, adopted and approved in accordance with t...

	Section 2.2 URepresentations and Warranties of the DeveloperU.  The Developer makes the following representations and warranties:
	(1) The Developer is a Minnesota limited liability company and has the power and authority to enter into this Agreement and to perform its obligations hereunder and doing so will not violate its articles of organization, member control agreement or op...
	(2) The Developer shall cause the Project to be constructed in accordance with the terms of this Agreement, the Development Program, and all applicable local, state and federal laws and regulations (including, but not limited to, environmental, zoning...
	(3) The construction of the Project would not be undertaken by the Developer, and in the opinion of the Developer would not have been or be economically feasible within the reasonably foreseeable future, without the assistance and benefit to the Devel...
	(4) The Developer will use its best efforts to obtain, or cause to be obtained, in a timely manner, all required permits, licenses and approvals, and will meet, in a timely manner, all requirements of all applicable local, state, and federal laws and ...
	(5) Neither the execution and delivery of this Agreement, the consummation of the transactions contemplated hereby, nor the fulfillment of or compliance with the terms and conditions of this Agreement is prevented, limited by or conflicts with or resu...
	(6) The Developer will cooperate fully with the City with respect to any litigation commenced by third parties with respect to the activities contemplated by this Agreement or with respect to the Project.
	(7) The Developer will cooperate fully with the City in resolution of any traffic, parking, trash removal or public safety problems which may arise in connection with the construction and operation of the Project.
	(8) The construction of the Project is estimated to commence on June 17, 2020, subject to all necessary approvals by the City of the Project, and barring Unavoidable Delays, the Project will be substantially completed by June 17, 2022. The Developer s...
	(9) The Developer acknowledges that Tax Increment projections contained in the Tax Increment Financing Plan are estimates only and the Developer acknowledges that it shall place no reliance on the amount of projected Tax Increments and the sufficiency...
	(10) The Developer will not seek a reduction in the market value as determined by the County Assessor of the Project or other facilities that it constructs on the Development Property, pursuant to the provisions of this Agreement, for so long as the T...


	ARTICLE III   [RESERVED]
	ARTICLE IV   UNDERTAKINGS BY DEVELOPER AND CITY
	Section 4.1 UDevelopment Property, Improvements; and Legal and Administrative ExpensesU.
	(1) The parties agree that the construction and installation of the Improvements are essential to the successful completion of the Project.  The costs of the Improvements shall be paid by the Developer.  The City shall reimburse the Developer for the ...
	(2) The Developer shall pay all Legal and Administrative Expenses in excess of the initial deposit of $10,000 paid to the City by the Developer.

	Section 4.2 UReimbursement: TIF NoteU.  The City shall reimburse the payments made by the Developer under Section 4.1 for costs of the construction of the Improvements through the issuance of the City's TIF Note in substantially the form attached to t...
	(1) The TIF Note shall be dated, issued and delivered when the Developer shall have demonstrated in writing to the reasonable satisfaction of the City that the construction of the first three of the five buildings of the Project has been completed and...
	(2) The unpaid principal amount of the TIF Note shall bear simple, non-compounding interest from the date of issuance of the TIF Note, at 4.50% per annum; provided however, that the interest accruing from the date of the issuance of the TIF Note to an...
	(3) The payment dates of the TIF Note shall be the Note Payment Dates. On each Note Payment Date and subject to the provisions of the TIF Note, the City shall pay, against the principal and interest outstanding on the TIF Note, the Tax Increments rece...
	(4) The TIF Note shall be a special and limited obligation of the City and not a general obligation of the City, and only Tax Increments shall be used to pay the principal of and interest on the TIF Note.  If, on any Note Payment Date, the Tax Increme...
	(5) The City's obligation to make payments on the TIF Note on any Note Payment Date or any date thereafter shall be conditioned upon the requirement that there shall not at that time be an Event of Default that has occurred and is continuing under thi...
	(6) The TIF Note shall be governed by and payable pursuant to the additional terms thereof, as set forth in Exhibit B.  In the event of any conflict between the terms of the TIF Note and the terms of this Section 4.2, the terms of the TIF Note shall g...

	Section 4.3 UCompliance with Low and Moderate Income RequirementsU.
	(1) The City and the Developer understand and agree that the Tax Increment District will constitute a "housing district" under Section 469.174, Subd. 11 of the Tax Increment Act.  Accordingly, in compliance with Section 469.1761, Subd. 3 of the Tax In...
	(A) At least 20% of the residential units in the Project must be occupied or available for occupancy by persons whose incomes do not exceed 50% of the County median income; and
	(B) The limits described in clause (A) must be satisfied through the Termination Date.  Income for occupants of units described in clause (A) shall be adjusted for family size in accordance with Section 142(d) of the Internal Revenue Code and related ...

	(2) On or before each January 1 and July 1 of each year, commencing on July 1, 2022, the Developer or an agent of the Developer must deliver or cause to be delivered to the City a Compliance Certificate executed by the Developer covering the preceding...

	Section 4.4 UCity Review of Developer's CostsU. The City's determination to issue the TIF Note to the Developer is based on the Developer's representations regarding its costs of constructing the Improvements. Based on those representations the City h...

	ARTICLE V   EVENTS OF DEFAULT
	Section 5.1 UEvents of Default DefinedU.  The following shall be "Events of Default" under this Agreement and the term "Event of Default" shall mean whenever it is used in this Agreement any one or more of the following events:
	(1) Failure by the Developer to timely pay any ad valorem real property taxes assessed, special assessments, or other applicable City charges with respect to the Development Property when due and payable.
	(2) Failure by the Developer to cause the construction of the Project to be completed pursuant to the terms, conditions and limitations of this Agreement.
	(3) Failure of the Developer to observe or perform any other covenant, condition, obligation or agreement on its part to be observed or performed under this Agreement.
	(4) The holder of any mortgage on the Development Property or any improvements thereon, or any portion thereof, commences foreclosure proceedings as a result of any default under the applicable mortgage documents.
	(5) If the Developer shall:
	(A) file any petition in bankruptcy or for any reorganization, arrangement, composition, readjustment, liquidation, dissolution, or similar relief under the United States Bankruptcy Act of 1978, as amended or under any similar federal or state law; or
	(B) make an assignment for the benefit of its creditors; or
	(C) admit in writing its inability to pay its debts generally as they become due; or
	(D) be adjudicated as bankrupt or insolvent; or if a petition or answer proposing the adjudication of the Developer as bankrupt or its reorganization under any present or future federal bankruptcy act or any similar federal or state law shall be filed...


	Section 5.2 URemedies on DefaultU.  Whenever any Event of Default referred to in Section 5.1 occurs and is continuing, the City, as specified below, may take any one or more of the following actions after the giving of thirty (30) days' written notice...
	(1) The City may suspend its performance under this Agreement and the TIF Note until it receives assurances from the Developer, deemed adequate by the City, that the Developer will cure its default and continue its performance under this Agreement.
	(2) The City may cancel and rescind the Agreement and the TIF Note.
	(3) The City may take any action, including legal or administrative action, in law or equity, which may appear necessary or desirable to enforce performance and observance of any obligation, agreement, or covenant of the Developer under this Agreement.

	Section 5.3 UNo Remedy ExclusiveU.  No remedy herein conferred upon or reserved to the City is intended to be exclusive of any other available remedy or remedies, but each and every such remedy shall be cumulative and shall be in addition to every oth...
	Section 5.4 UNo Implied WaiverU.  In the event any agreement contained in this Agreement should be breached by any party and thereafter waived by any other party, such waiver shall be limited to the particular breach so waived and shall not be deemed ...
	Section 5.5 UAgreement to Pay Attorney's Fees and ExpensesU.  Whenever any Event of Default occurs and the City shall employ attorneys or incur other expenses for the collection of payments due or to become due or for the enforcement or performance or...
	Section 5.6 UIndemnification of CityU.
	(1) The Developer releases from and covenants and agrees that the City, its governing body members, officers, agents, including the independent contractors, consultants and legal counsel, servants and employees thereof (hereinafter, for purposes of th...
	(2) Except for any willful misrepresentation or any willful or wanton misconduct of the Indemnified Parties, the Developer agrees to protect and defend the Indemnified Parties, now and forever, and further agrees to hold the aforesaid harmless from an...
	(3) All covenants, stipulations, promises, agreements and obligations of the City contained herein shall be deemed to be the covenants, stipulations, promises, agreements and obligations of the City and not of any governing body member, officer, agent...


	ARTICLE VI   DEVELOPER'S OPTION TO TERMINATE AGREEMENT
	Section 6.1 UThe Developer's Option to TerminateU.  This Agreement may be terminated by Developer, if (i) the Developer is in compliance with all material terms of this Agreement and no Event of Default has occurred; and (ii) the City fails to comply ...
	Section 6.2 UEffect of TerminationU.  If this Agreement is terminated pursuant to this Article VI, this Agreement shall be from such date forward null and void and of no further effect; provided, however, the termination of this Agreement shall not af...

	ARTICLE VII   ADDITIONAL PROVISIONS
	Section 7.1 URestrictions on UseU.  The Developer agrees for itself, its successors and assigns and every successor in interest to the Development Property, or any part thereof, that during the term of this Agreement the Developer and such successors ...
	Section 7.2 UConflicts of InterestU.  No member of the governing body or other official of the City shall have any financial interest, direct or indirect, in this Agreement, the Development Property or the Project, or any contract, agreement or other ...
	Section 7.3 UTitles of Articles and SectionsU.  Any titles of the several parts, articles and sections of the Agreement are inserted for convenience of reference only and shall be disregarded in construing or interpreting any of its provisions.
	Section 7.4 UNotices and DemandsU.  Except as otherwise expressly provided in this Agreement, a notice, demand or other communication under this Agreement by any party to any other shall be sufficiently given or delivered if it is dispatched by regist...
	(1) in the case of the Developer is addressed to or delivered personally to:
	(2) in the case of the City is addressed to or delivered personally to the City at:

	Section 7.5 UCounterpartsU.  This Agreement may be executed in any number of counterparts, each of which shall constitute one and the same instrument.
	Section 7.6 ULaw GoverningU.  This Agreement will be governed and construed in accordance with the laws of the State.
	Section 7.7 UExpirationU.  This Agreement shall expire on the Termination Date.
	Section 7.8 UProvisions Surviving Rescission or ExpirationU.  Sections 5.5 and 5.6 shall survive any rescission, termination or expiration of this Agreement with respect to or arising out of any event, occurrence or circumstance existing prior to the ...
	Section 7.9 UAssignmentU.  The Developer shall not assign its interest in this Agreement or the TIF Note without the consent of the City pursuant to action by the City Council, which consent shall not be unreasonably withheld.
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