City of South St. Paul
Economic Development Authority Agenda
Monday, January 8, 2018 – ANNUAL MEETING
6:30 PM, prior to City Council Worksession

1. CALL TO ORDER:
2. ROLL CALL:
3.

AGENDA:
A. Approval of Agenda
Action – Motion to Approve
Action – Motion to Approve as Amended

4. CONSENT AGENDA:
All items listed on the Consent Agenda are items, which are considered to be routine by the Economic
Development Authority and will be approved by one motion. There will be no separate discussion of these items
unless a Commissioner or citizen so requests, in which event the item will be removed from the consent agenda
and considered at the end of the Consent Agenda.

A.
B.

EDA Minutes of December 11, 2017
Approval of Satisfaction of Mortgage – Resolution No. 2018-1

5. PUBLIC HEARINGS:
A. Approval of a Business Subsidy Agreement with Frankot Properties/Jason Frankot
Allstate Insurance (820 Southview Boulevard) – Resolution 2018 - 2
6. GENERAL BUSINESS:
A. Approval of a Sub-Recipient Funding Agreement with Frankot Properties LLC (820
Southview Boulevard) Resolution 2018 - 3
B. Approval of a Tax Increment Finance Development Agreement with DRS Investment
VI LLC (161 Concord Exchange North) – Resolution 2018 – 4
C. Authorization for South St. Paul Police Department to utilize 820 Southview Blvd. for
training purposes on January 17, 2018
D. Election of Officers
7. ADJOURNMENT:

Respectfully Submitted,

Ryan Garcia, EDA Executive Director

4-A
MINUTES OF
THE ECONOMIC DEVLEOPMENT AUTHORITY
CITY OF SOUTH ST. PAUL
DAKOTA COUNTY, MINNESOTA
Regular Meeting
December 11, 2017
City of South St. Paul Training Room

1.

CALL TO ORDER
President Francis called the meeting to order at 9:28 P.M.

2.

ROLL CALL
Members Present:
President Francis, Commissioners Joe Forester, Todd Podgorski,
Bill Flatley, Tom Seaberg and Lori Hansen. Absent: Marilyn Rothecker
Staff Present:
EDA Executive Director Ryan Garcia, City Administrator Stephen
King, City Engineer Chris Hartzell, Legal Counsel Kori Land and Edie Kleinboehl.

3.

AGENDA
Motion/Second: Commissioner Hansen moved and Commissioner Seaberg seconded
approval of the agenda.
Motion carried

4.

6 ayes / 0 nays

CONSENT
Motion/Second: Commissioner Hansen moved and Commissioner Forester seconded
approval of the consent agenda.
A. EDA Minutes of November 13, 2017
B. Approve First Amendment to Purchase Agreement with KC LLC – 464 Concord
Exchange South
C. Approval to Extend T-Mobile Cell Tower Lease on John Carroll Highrise –
Resolution No. 2017-38
D. Approval of Termination of Conditions and Covenants – Resolution No. 2017-39
Motion carried

6 ayes / 0 nays
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5.

PUBLIC HEARINGS
There were no public hearings.

6.

GENERAL BUSINESS
A. Approve Amendment #1 to DEED Special Appropriations Grant
Mr. Garcia reported due to changing circumstances DEED has authorized amending the
terms of the grant agreement as follows:
• Increasing the line item for Acquisition/Demolition of 131 7th Avenue North from
$110,000 to $118,597.04 due to higher than estimated costs;
• Changing the line item from Demolition to Renovation of 820 Southview Blvd.
thereby reducing the line item from $85,000 to $60,000; and
• Increasing the budget from $375,000 to $391,405.93 for the Catalytic Site Gap
Assistance Program.
Motion/Second: Commissioner Seaberg and seconded by Commissioner Hansen to
authorize the EDA President to execute Amendment #1 to the 2017-2019 Special
Appropriations Grant.
Motion carried

6 ayes / 0 nays

B. Discussion and Direction – MnDOT-Owned property in the northeast quadrant of I494 and Concord Street South (TH 156)
Mr. Garcia reviewed MnDOT’s 2018 project to construct an auxiliary lane for westbound
of I-494 east of Concord Street to the existing auxiliary lane of west of 7th Avenue South.
MnDOT is aware of the City’s interest in acquiring the MnDOT property at the northeast
quadrant of I-494/Concord Street and would consider conveying the subject property to
the City in exchange for accommodating storm water runoff in a manner other than
ponding on the property in conjunction with project.
Mr. Hartzell discussed the four options for storm water runoff prepared by Barr
Engineering. Mr. Hartzell opined Option 2 (the MnDOT project plus a High Flow
Diversion and 2,700-ft Storm Water Sewer Replacement on Concord and Villaume) is
the most viable option for both the City and MnDOT. Discussion ensued regarding the
costs, risks and scenarios of each of the options.
Motion/Second: Commissioner Seaberg moved and Commissioner Podgorski seconded
the motion to work with MNDOT staff to develop an agreement to relocate the
watermain along with the construction of a diversionary storm sewer structure in the
westbound ramp of I-494. As a TIF eligible expense the City would utilize TIF funds to
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pay the engineering and construction costs (estimated in the $60,000-$80,000 range) for
incorporating the work in the project.
Motion carried

6 ayes / 0 nays

C. Proposed Meeting Schedule for 2018
Discussion ensued regarding the 2018 meeting schedule as proposed by Mr. Garcia.
Motion/Second: Commissioner Podgorski moved and Commissioner Forester seconded
the motion to hold an EDA business meeting the first Monday of the month at 6:30 PM in
the Council Chambers to be cablecast on Town Square Television and an EDA Work
Session meeting on the second Monday of the month at 6:30 PM in the Training Room of
City Hall commencing in February, 2018. In the event a meeting falls on a holiday, the
meeting is moved to Tuesday.
Motion carried

6 ayes / 0 nays

D. Discussion and response from MidWest One Bank to cost share for certain access
improvements for 148 9th Avenue South
Motion/Second: Commissioner Seaberg moved and Commissioner Hansen the motion to
approve a 50% cost share (an expenditure of not more than $2,000) for the purpose of
assisting MidWest One Bank in the construction of access improvements for the garage
located at 148 9th Avenue South.
Ms. Land recommended memorializing the action in a resolution which will be prepared
by the Levander law firm.
Motion carried
7.

6 ayes / 0 nays

ADOURNMENT
Motion/Second: Commissioner Seaberg moved and Commissioner Hansen seconded the
motion to adjourn the meeting at 10:20 P.M.

Approved: January 8, 2018

_____________________________
Edie Kleinboehl, Secretary

EDA Agenda Item Report
Date: January 8, 2018
EDA Executive Director: _________

4-B

Agenda Item: Approval of Satisfaction of Mortgage – Applicant #1010 – Resolution No. 2018-1
Action to be considered:
Motion to Approve Resolution 2018-1.
Overview:
On July 25, 2013, Applicant #1010 received a rehabilitation loan of $5,100.00 with a mortgage recorded
at the time. The mortgagee repaid the loan in full satisfying the mortgage, therefore the EDA is advised
to approve Resolution No. 2018-1, which will authorize the designated officers of the City’s Housing
and Redevelopment Authority to execute all necessary documentation required to record the satisfaction
of mortgage.
Funding Sources and other fiscal considerations:
N/A

South St. Paul Economic Development Authority
Dakota County, Minnesota
RESOLUTION NO. 2018-1

WHEREAS, the City Council transferred all administration of the South St. Paul Housing and
Redevelopment Authority (HRA) programs to the South St. Paul Economic Development Authority
(“EDA”) by City Council Resolution 2015-197; and
WHEREAS, one of those programs was a rehabilitation loan program, for which there are several
outstanding loans; and
WHEREAS, the South St. Paul Housing and Redevelopment Authority of the City of South St.
Paul, Minnesota issued a mortgage to Applicant #1010 in the amount of $5,100.00; and
WHEREAS, such mortgage recorded on July 31, 2013, in Dakota County has been satisfied in
full by Applicant #1010 on December 7, 2017.
NOW, THEREFORE, BE IT RESOLVED by the Economic Development Authority of the City
of South St. Paul that:
1. The EDA shall secure the signatures of the appropriate representatives of the HRA to
execute the required documents to satisfy the loan and mortgage.
Adopted this 8th day of January, 2018.

____________________________________
President, James P. Francis

_________________________________
Executive Director, Ryan Garcia

EDA Agenda Item Report
Date: January 8, 2018
EDA Executive Director: _________
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Agenda Item: Approval of a Business Subsidy Agreement with Frankot Properties/Jason Frankot
Allstate Insurance (820 Southview Boulevard) – Resolution 2018 - 2
Action to be considered:
Following a public hearing, motion to approve Resolution 2018-2 authorizing approval of a Business
Subsidy Agreement with Frankot Properties.
Overview:
On October 23, 2017, the EDA approved Resolution 2017-34, which approved the sale of 820
Southview Boulevard to Frankot Properties LLC and the execution of a Purchase Agreement for the
Property. The purchase agreement identified a purchase price of $100,000 for the property, which is
$170,200 below the Dakota County Assessors Office’s Estimated Market Value. State law specifies that
financial assistance to a business for greater than $150,000 in value is considered a business subsidy,
including “land write-downs” such as this. In order to grant a business subsidy, the EDA is required to
hold a public hearing on the subsidy and identify the terms of the granting of the subsidy, which the
enclosed agreement accomplishes.
The property has been owned by the HRA/EDA since late 2015, and is improved with a vacant, roughly
6,100 square foot single-level (with full basement) office building constructed in the early 1960s, and
surface parking lot. The building suffers from deferred maintenance and moderate obsolescence, and the
buyer proposes significant renovation of the street-level office space to include improved window and
entry treatments, new mechanicals, and a more contemporary and efficient office layout and finish.
The buyer continues to progress with their acquisition process, and we anticipate a closing in lateJanuary.
Funding Sources and other fiscal considerations:
The subsidy in this case is a “write-down” on the purchase price of the property below the Estimated
Market Value.

Attachements:
Resolution 2018-2
Subsidy Agreement
Orientation Map

South St. Paul Economic Development Authority
Dakota County, Minnesota
RESOLUTION NO. 2018-2

WHEREAS, the South St. Paul Economic Development Authority (the “EDA”) has determined
that the purchase and development of property at 820 Southview Boulevard within the City of South St.
Paul (the “Property”) by Frankot Properties LLC (the “Developer”) will benefit the City of South St. Paul
(the “City”) by expanding the local property tax base, increasing job opportunities within the City, and
eliminating the blighting influence of dilapidated and distressed properties; and
WHEREAS, on October 23, 2017 the EDA approved a Purchase Agreement with the Developer
outlining the terms and conditions of a conveyance of the Property to the Developer for purposes of
renovation and occupancy by a business owned by the Developer; and
WHEREAS, among the terms of the Purchase Agreement was agreement that the purchase price
for the Property will be $100,000, which represents a “write down” of $170,200 below the estimated
market value of the property; and
WHEREAS, the EDA finds that the land write down represents a business subsidy, and has
prepared a Business Subsidy Agreement, attached as Exhibit A, to acknowledge consistency with the
EDA’s Business Subsidy Policy and Minnesota Statutes related to Business Subsidies.
NOW, THEREFORE, BE IT RESOLVED by the Economic Development Authority of the City
of South St. Paul that the EDA approves the execution of a Business Subsidy Agreement with Frankot
Properties LLC.
Adopted this 8th day of January, 2018.

____________________________________
President, James P. Francis

_________________________________
Executive Director, Ryan Garcia

BUSINESS SUBSIDY AGREEMENT
THIS BUSINESS SUBSIDY AGREEMENT (“Agreement”) is entered into as of
__________, 2018, by and between Frankot Properties LLC, a Minnesota limited liability
company (“Developer”), and the South St. Paul Economic Development Authority, a public
body corporate and politic organized and existing under the laws of the State of Minnesota
(“EDA”).
RECITALS
WHEREAS, the EDA has long desired to improve the function and appearance of the
City of South St. Paul (“City”) through economic development, and has invested substantial
resources toward that goal; and
WHEREAS, to further that goal, the EDA has strategically acquired certain properties to
be held and marketed for private economic development; and
WHEREAS, the EDA adopted criteria for awarding business subsidies pursuant to the
Business Subsidies Act, Minn. Stat. §§ 116J.993 to 116J.995 (“Business Subsidies Act”); and
WHEREAS, a property located at 820 Southview Boulevard within the City and owned
by the EDA, legally described in the attached Exhibit A (“Property”), has been identified as a
viable commercial redevelopment site; and
WHEREAS, the EDA and Developer have entered into a Purchase Agreement
(“Purchase Agreement”) specifying a purchase price of one hundred thousand dollars
($100,000.00) (“Purchase Price”) for conveyance of the Property to the Developer, and upon
closing will enter into a Development Agreement (“Development Agreement”) for purposes of
redeveloping the Property; and
WHEREAS, the Developer has proposed redevelopment of the site by renovating the
existing building located on the property for a commercial use or uses that are compatible with
the C-1 zoning district (“Improvements”) and is seeking a business subsidy from the EDA in the
amount of one hundred seventy thousand and two hundred dollars ($170,200.00) in the form of a
“write down” of the acquisition cost for the Property (“Business Subsidy); and
WHEREAS, the EDA believes that the proposed redevelopment of the Property
(“Development Project”) would be desirable for the City; and
WHEREAS, the proposed Development Project meets all criteria for awarding a
Business Subsidy per the EDA Business Subsidy Policy; and
WHEREAS, due to the cost of the proposed Development Project, but for the financial
assistance from the EDA in the amount of the Business Subsidy, it would not be financially
feasible for the Development Project to proceed in the manner proposed.
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NOW THEREFORE, for good and valuable consideration, the receipt of which is
acknowledged, and in consideration of the covenants and agreements made herein, Developer
and the EDA hereby agree as follows:
AGREEMENT
1. The Business Subsidy is comprised of a reduction to the purchase price below the total
Estimated Fair Market Value of the property in the amount of $170,200 (“Write-down”).
2. The public purposes of the Business Subsidy are as follows:
a. To redevelop under-utilized areas of the community.
b. To encourage development of commercial areas in the City that will result in
higher quality development or redevelopment and private investment.
c. To enhance economic growth by increasing the tax base of the City in order to
ensure the long-term ability of the City to provide adequate services for its
residents and its businesses.
d. Eliminate or improve structurally substandard buildings.
e. To accelerate the development or redevelopment process and to achieve
development on sites that may not be developed or redeveloped without public
financial assistance.
f. To enhance the economic diversity of the City and to provide essential products
and services within the City.
3. The goals for the Business Subsidy are to secure timely development, maintenance, and
occupancy of the Development Project as a commercial building for a minimum of five
(5) years from the date of completion of the Development Project. In accordance with
Minn. Stat. § 116J.994, subd. 4, the EDA has determined after a public hearing that the
creation or retention of jobs is not a goal of this redevelopment effort. Accordingly, the
wage and job goals are set at zero.
4. Developer shall close on the purchase of the Property on or before March 1, 2018, and
shall construct the Development Project pursuant to the terms of the Purchase Agreement
between the EDA and the Developer dated October 30, 2017, with commencement of
construction on the Development Project on or before April 1, 2018 and completion of
construction of the Development Project on or before April 1, 2019.
5. Upon completion of the Development Project (“Completion Date”), Developer, its
tenants, permitted successors or assigns, will continuously occupy the Property for at
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least five (5) years, except in the event of unforeseeable casualty, in which event,
Developer shall rebuild and reopen as soon as commercially reasonable.
6. If Developer complies with the terms and conditions of this Agreement, the Business
Subsidy will be forgiven five (5) years after the Completion Date. If Developer does not
comply with the terms and conditions of this Agreement, Developer shall pay back a
portion of the Business Subsidy on a prorated basis, with interest as required in Minn.
Stat. § 116J.994, subd. 6(a), based on the portion of the five-year operation period
elapsed as of the date of default upon written demand by the EDA.
7. Developer and its permitted successors or assigns will perform the Improvements
pursuant to a Site Plan, any land use approvals and permits, and the appropriate city
licenses, including any and all required approvals by the South St. Paul City Council.
8. Developer must submit to the EDA a written report regarding business Subsidy goals and
results by no later than March 1st of each year, commencing March 1, 2018 and
continuing until the later of the date that the totals are met or thirty (30) days after
expiration of the five-year operational period, or if the goals are not met, then the date the
Business Subsidy is repaid. The report must comply with Minn. Stat. § 116J.994, subd. 7
of the Business Subsidy Act. The EDA will provide information to Developer regarding
the required forms. If Developer fails to timely file any report required under this section,
the EDA will send Developer a written warning within one (1) week after the required
filing date. If, within fourteen (14) days of the postmarked date of the written warning,
Developer fails to provide the required report, Developer must pay the EDA a penalty of
one hundred dollars ($100) per day for each day until the report is filed, up to a maximum
penalty of one thousand dollars ($1,000.00)
9. Developer acknowledges that if it fails to comply with the terms of this Agreement, it
may not receive a business subsidy from any grantor for a period of five (5) years from
the date of failure or until a recipient satisfies its repayment obligations under this
subdivision, whichever occurs first.
10. Developer has no parent corporation.
11. There are no other grantors, as defined in Minn. Stat. § 116J.993, subd. 4, providing
financial assistance for the Development Project.
12. The parties agree that this Agreement shall be construed pursuant to Minnesota law and
any disputes shall be venued in Dakota County, Minnesota.
13. Notices to the parties shall be sent as follows:
In the case of the EDA:
South St. Paul Economic Development Authority
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125 Third Avenue North
South St. Paul, Minnesota 55075
Attn: EDA Executive Director
In the case of Developer:
Frankot Properties LLC
c/o Jason Frankot
744 Stewart Lane
South St. Paul, MN 55075
14. This Agreement shall not be assigned without the prior written consent of the other party,
which shall not be unreasonably withheld.
15. This Agreement shall only be amended by written agreement approved by both parties.
16. This Agreement may be executed in any number of counterparts, each of which shall
constitute one and the same instrument.

IN WITNESS WHEREOF, the parties have caused this Agreement to be duly executed
by their authorized representatives as of the date first written above.

[THE REMAINDER OF THIS PAGE INTENTIONALLY BLANK]
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IN WITNESS WHEREOF, the Authority and Developer have caused this Agreement to
be duly executed in their names and on their behalf, all on or as of the date first above written.
SOUTH
ST.
PAUL
ECONOMIC
DEVELOPMENT AUTHORITY
By:
__________________________
James P. Francis
Its: President

__________________________
Ryan Garcia
Its: Executive Director

STATE OF MINNESOTA
COUNTY OF DAKOTA

)
) ss
)

The foregoing instrument was acknowledged before me this _____ day of
__________________, 2018, by James P. Francis and Ryan Garcia, the President and Executive
Director, respectively, of the South St. Paul Economic Development Authority, a Minnesota
municipal corporation, on behalf of said corporation.
________________________________
Notary Public
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Frankot Properties LLC,
a Minnesota Limited Liability Company

By: __________________
_____________
Its: _________

STATE OF MINNESOTA
COUNTY OF ___________

“)
“) ss
“)

The foregoing instrument was acknowledged before me this _____ day of _____, 2018,
by ___________, the ________ of Frankot Properties LLC, a Minnesota Limited Liability
Company, on behalf of the limited liability company.

________________________________
Notary Public
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EXHIBIT A
LEGAL DESCRIPTION OF THE PROPERTY
(South St. Paul, MN)
LEGAL DESCRIPTION OF THE PROPERTY
(South St. Paul, MN)
Real property located in Dakota County Minnesota legally described as follows:

Lots 13, 14 and 15, all in Block 1, Hepburn Park Addition to the City of St. Paul,
according to the plat thereof on file in the office of the County Recorder, Dakota County,
Minnesota, jointly described as follows: Commencing at the Southwest corner of said Lot
15; thence northerly, along the westerly line of said Lot 15, a distance of 22.99 feet to
Point "A", said point being marked by a Judicial Landmark; thence northerly, along the
westerly line of said Lots 15, 14 and 13 a distance of 94.70 feet to the Northwest corner
of said Lot 13, said point being marked by a Judicial Landmark; thence easterly, along
the northerly line of said Lot 13, a distance of 125.00 feet to the Northeast corner of said
Lot 13, said point being marked by a Judicial Landmark; thence southerly, along the
easterly line of said Lot 13, 14 and 15, a distance of 117.78 feet to the Southeast corner of
said Lot 15, said point being referenced by a Judicial Landmark set 0.20 feet east of said
corner; thence westerly along the southerly line of said Lot 15 to the point of beginning.
Subject to Easement in favor of the City of South St. Paul for public street purposes
described as follows:
All that part of Lot 15, Block 1, lying southerly of the following described line:
Commencing at a point in the Westerly line of Lot 15, 22.99 feet North of the Southwest
corner thereof, thence Southeasterly to the Southeast corner of said Lot 15.
Lots 16, 17 and the South ½ of Lot 18, all in Block 1, Hepburn Park Addition to the City
of St. Paul, according to the plat thereof on file in the office of the County Recorder,
Dakota County, Minnesota, jointly described as follows: Beginning at the Southwest
corner of said Lot 16, said point being marked by a Judicial Landmark; thence northerly,
along the westerly line of said Lots 16, 17 and 18, a distance of 97.76 feet to the
Northwest corner of the South ½ of said Lot 18, said point being marked by a Judicial
Landmark; thence easterly, along the north line of said South ½ of Lot 18, a distance of
125.00 feet to the Northeast corner of the South ½ of said Lot 18, said point being
marked by a Judicial Landmark; thence southerly, along the easterly line of said Lots 18,
17 and 16, a distance of 97.88 feet to the Southeast corner of said Lot 16, said point being
referenced by a Judicial Landmark set 0.20 feet north of said corner; thence westerly to
the point of beginning.
PID: 36-32550-01-180
A-1
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DETAIL AREA

MidWestOne Bank
(2017 Construction)

T

820 Southview Blvd.
T

Metro Transit Bus Stop

Basemap Courtesy of Dakota County GIS
Information accurate as of August 2017

EDA Agenda Item Report
Date: January 8, 2018
EDA Executive Director: _________
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Agenda Item: Approval of a Sub-Recipient Funding Agreement with Frankot Properties (820
Southview Boulevard) – Resolution 2018 - 3
Action to be considered:
Motion to approve Resolution 2018-3 authorizing approval of a Sub-Recipient Funding Agreement with
Frankot Properties.
Overview:
In July 2016, the EDA (on behalf of the City) was awarded a $600,000 grant from the State of
Minnesota for Economic Development purposes. Among the eligible grant expenditures in the original
agreement with the State were the demolition of the building located at 820 Southview, as well as a
“Catalytic Site Gap Assistance” program (“GAP”). Per the original agreement, the GAP could
potentially provide funding assistance to a redeveloper at 820 Southview if the future Estimated Market
Value as measured by the Dakota County Assessor’s office met a minimum of $500,000 in value.
In the intervening months, a proposal by a private developer/business owner (Jason Frankot/Frankot
Properties LLC) has emerged to purchase and renovate the building at 820 Southview. Thus, we
received authorization from the State to amend the terms of our grant agreement to allow for grant funds
to go towards renovation – rather than demolition – of the building. As the project is not anticipated to
meet the minimum market value requirements to qualify for the $150,000 “Catalytic Site Gap
Assistance Program”, we worked with DEED to establish a maximum level of $60,000 in funding
assistance for qualified redevelopment/renovation expenses for the project.
The attached agreement governs the terms by which the project can be eligible for the $60,000 in
funding. Notably, the agreement commits the developer to expend at minimum of $300,000 “to address
structural, mechanical, and practical deficiencies” at the building. This effectively commits the
developer to a 5:1 match. It should be noted, too, that the EDA agreed to a significantly lower purchase
price than the Estimated Market Value for the building, further reducing the developer’s overall costs to
acquire and redevelop this property.
Funding Sources and other fiscal considerations:
The agreement specifies that any eligible funding will be in the form of a reimbursement for qualified
renovation expenses at the property. The funds will be drawn from DEED through our grant
administration process.
Attachments:
Resolution 2018-3
Sub-Recipient Funding Agreement
Orientation Map

South St. Paul Economic Development Authority
Dakota County, Minnesota
RESOLUTION NO. 2018-3

WHEREAS, the South St. Paul Economic Development Authority (the “EDA”) is the recipient of
an allocation of Five Hundred Seventy Thousand Dollars (the “Grant”) from the State of Minnesota,
acting through the Department of Employment and Economic Development, Business and Community
Development Division (the “State” and “DEED”) and both the EDA and State have entered into a Grant
Contract (the “Contract”) to govern the use of the Grant; and
WHEREAS, the Grant is intended to “generate economic development and create jobs” within the
City of South St. Paul (the “City”); and
WHEREAS, the EDA and the State have determined, through the Contract and its Amendments,
that no more than Sixty Thousand Dollars from the Grant can be used for the purpose of providing
financial assistance to third parties for the purposes of renovating the building at 820 Southview
Boulevard in the City (the “Project”); and
WHEREAS, the EDA has determined that it is in its best interest to enter into a formal subrecipient agreement to govern the terms and conditions for providing financial assistance for the Project.
NOW, THEREFORE, BE IT RESOLVED by the Economic Development Authority of the City
of South St. Paul that the executive director and president of the EDA are hereby authorized to execute a
Sub-Recipient Funding Agreement, substantially in the form attached here as Exhibit A, with Frankot
Properties LLC, for the expenditure of the granted funds in conformance with all requirements and
agreements associated with the Grant from DEED.
Adopted this 8th day of January, 2018.

____________________________________
President, James P. Francis

_________________________________
Executive Director, Ryan Garcia

SUB-RECIPIENT FUNDING AGREEMENT
STATE OF MINNESOTA
DEPARTMENT OF EMPLOYMENT AND ECONOMIC DEVELOPMENT
BUSINESS AND COMMUNITY DEVELOPMENT DIVISION
GRANT NO. SPAP-17-0010-P-FY17
(South St. Paul, MN)
THIS AGREEMENT (“Agreement”) is entered into as of __________, 2018, by and
between Frankot Properties LLC, a Minnesota limited liability company (“Subgrantee”), and
the South St. Paul Economic Development Authority, a public body corporate and politic
organized and existing under the laws of the State of Minnesota (the “EDA” and “Grantee”).
RECITALS
A.
Under the provisions contained in Minnesota Session Law 2016, Chapter 189,
Article 7, Sec. 2, Subd. 2 (I) the State of Minnesota, acting through its Department of
Employment and Economic Development Business and Community Development Division
(“DEED”), has allocated the amount of Five Hundred Seventy Thousand Dollars ($570,000.00)
for the purposes of generating economic development and creating jobs within the City of South
St. Paul (the “Special Appropriation”).
B.
The EDA desires to provide no more than Sixty Thousand Dollars ($60,000.00)
from the Special Appropriation as a Subgrant (the “Subgrant”) to Subgrantee, to assist
Subgrantee with the rehabilitation and improvement of the real property described on the
attached Exhibit A (the “Property”) for general office and commercial uses (the “Project”).
C.
The Subgrantee hereby commits to the expenditure of not less than Three
Hundred Thousand Dollars ($300,000.00) to address structural, mechanical, and practical
deficiencies existing at the Property (the “Rehabilitation Costs”) as part of the Project.
Rehabilitation Costs are eligible for reimbursement through the Subgrant upon review and
determination by the EDA that they are consistent with development plans for the Project which
have been approved by the City of South St. Paul.
NOW, THEREFORE, in consideration of the mutual covenants and conditions
contained herein, the parties agree as follows:
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1.
Award. Subject to the provisions of Paragraph 10 below, the EDA awards the
Subgrant to Subgrantee for renovation activities as are described in the Grant Agreement entered
into as of May 22, 2017 by the EDA and DEED, amended as of December 15, 2017, which is
attached hereto as Exhibit B (the “Grant Agreement”)and is incorporated herein. In the event of
a conflict between the Grant Agreement and this Agreement, the documents shall be deemed to
be controlling in the following order: 1) the Grant Agreement, and 2) this Agreement. The
Subgrant must be used exclusively to pay for or reimburse only expenses authorized under the
Grant Agreement. Administrative costs incurred by the Subgrantee are not eligible for
reimbursement under this Agreement. Notwithstanding anything to the contrary, the Subgrantee
understands and agrees that any reduction or termination of the Special Appropriation will result
in a like reduction or termination of the Subgrant.
2.
Performance. The Subgrantee must comply with all requirements applicable to
the EDA in the Grant Agreement. Subgrantee’s default under the Grant Agreement will
constitute noncompliance with this Agreement. If the EDA finds that there has been a failure to
comply with the provisions of this Agreement or that reasonable progress on the Project has not
been or will not be made, the EDA may take action to protect its interests, including refusal to
disburse additional funds and requiring the return of all or part of the funds already disbursed. If
action to correct substandard performance is not taken by the Subgrantee within 30 calendar
days, or such longer period specified by the EDA’s Executive Director (the “Executive
Director”) after written notice provided to Subgrantee by the EDA, the EDA may terminate this
Agreement.
3.
Time of Performance. Subgrantee must complete the components of the Project
for which the Subgrant proceeds will be used on or before June 30, 2019. In order to ensure that
all funds are drawn prior to the EDA’s Grant Agreement term end date, all payment requests
from the Subgrantee to the EDA must be received by the EDA at least 30 days prior to said term
end date. The EDA is not obligated to provide funds for any Project costs incurred thereafter
under the terms of this Agreement.
4.
Conditions Precedent to Disbursement. The following requirements are
conditions precedent to the EDA’s disbursement of any of the Subgrant proceeds to the
Subgrantee.
4.1.
The Subgrantee must have provided evidence satisfactory to the EDA’s
Executive Director showing that Subgrantee has title in fee simple or site control of the
Property.
4.2
The Subgrantee must have provided to the Executive Director such
evidence of compliance with all of the provisions of this Agreement as the EDA may
reasonably request.
5.
Disbursement. It is expressly agreed and understood that the total amount to be
paid by the EDA to the Subgrantee under this Agreement shall not exceed Sixty Thousand
Dollars ($60,000.00). The EDA will make disbursements only upon receipt of a written payment
request from the Subgrantee to the EDA, in a form acceptable to the EDA. Payment requests
must be accompanied by invoices supporting the reimbursement of the Subgrantee of Approved
Project Costs and such other documentation related thereto as shall be reasonably requested by
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the EDA’s Executive Director. Upon EDA approval of the payment request, the EDA will
disburse the approved amount of Subgrant funds in accordance with the information provided in
said payment request. These dollars are grant funds only and cannot be used, treated, or
converted into any type of loan.
6.
Notices. Communication and details concerning this Agreement must be directed
to the following Agreement representatives:
If to Subgrantee:
Frankot Properties LLC
744 Stewart Lane
South St. Paul, MN 55075
Attn: Jason Frankot
If to EDA:
City of South St. Paul Economic Development Authority
125 Third Avenue North
South St. Paul, Minnesota 55075
Attn: Executive Director
7.

General Conditions.

7.1
General Compliance. The Subgrantee agrees to comply with all
applicable federal, state, county, and local laws and regulations governing the Project and
Special Appropriation funds provided under this Agreement.
7.2
Subcontracts. The Subgrantee must require that contractors performing
work being paid for with the Subgrant funds comply with all applicable federal, state, and
local laws and regulations governing the project and must be in compliance with all
applicable OSHA regulations.
7.3
Termination. In the event the Grant Agreement is terminated, this
Agreement shall contemporaneously terminate. Upon termination, Subgrantee will be
entitled to payment, determined on a pro rata basis, for services satisfactorily performed.
The terms of this Subparagraph shall be subject to the provisions of Paragraph 9 below.
7.4
Independent Contractor. Nothing contained in this Agreement is
intended to, or may be construed in any manner, as creating or establishing the
relationship of employer/employee between the parties. The Subgrantee will at all times
remain an independent contractor with respect to the services to be performed under this
Agreement. The EDA is exempt from payment of all unemployment compensation,
FICA, retirement, life and/or medical insurance and workers’ compensation insurance
because the Subgrantee is an independent contractor.
7.5
Indemnification and Hold Harmless. The Subgrantee shall hold
harmless, defend and indemnify the EDA and DEED from any and all liability, claims,
3

actions, suits, charges, damages, losses, costs, expenses, and judgments whatsoever,
including reasonable attorneys’ fees, that arise directly or indirectly out of the
Subgrantee’s, its contractor’s, or subcontractors’ performance or nonperformance under
this Agreement. Claims included in this indemnification include any claims asserted
pursuant to the Minnesota Environmental Response and Liability Act (MERLA),
Minnesota Statutes, Chapter 115; the Federal Comprehensive Environmental Response
Compensation and Liability Act of 1980 (CERCLA) as amended, United States Code
Title 42, Sections 99601 et. seq.; and the Federal Resource Conservation and Recovery
Act of 1976 (RCRA) as amended, United States Code Title 42, Sections 6901 et. seq.
8.

Insurance.

8.1
Insurance Required. During the term of this Agreement, Subgrantee and
its contractors and subcontractors rendering services being paid with funds from this
Agreement shall obtain and continuously maintain insurance on the Property and, from
time to time at the request of the EDA, furnish proof to the EDA that the premiums for
such insurance have been paid and the insurance is in effect. The insurance coverage
described below is the minimum insurance coverage that the Subgrantee must obtain and
continuously maintain, provided that the Subgrantee shall obtain the insurance described
below prior to the commencement of the Project:
8.1.1 Builder’s risk insurance, written on the so-called “Builder’s Risk—
Completed Value Basis,” in an amount equal to one hundred percent (100%) of
the insurable value of the Development at the date of completion, and with
coverage available in non-reporting form on the so-called “all risk” form of
policy.
8.1.2
Comprehensive general liability insurance (including
operations, contingent liability, operations of subcontractors, completed
operations and contractual liability insurance) together with an
Owner’s/Contractor’s Policy with limits against bodily injury and property
damage of not less than $2,500,000 for each occurrence (to accomplish the aboverequired limits, an umbrella excess liability policy may be used), written on an
occurrence basis.
8.1.3

Workers compensation insurance, with statutory coverage.

8.2
Subgrantee Insurance Policies. All insurance required in this Article
shall be obtained and continuously maintained in responsible insurance companies
selected by the Subgrantee or its successors that are authorized under the laws of the
State to assume the risks covered by such policies. Unless otherwise provided in this
Article, each policy must contain a provision that the insurer will not cancel nor modify
the policy without giving written notice to the insured at least thirty (30) days before the
cancellation or modification becomes effective. Not less than fifteen (15) days prior to
the expiration of any policy, the Subgrantee, or its successor or assign, must renew the
existing policy or replace the policy with another policy conforming to the provisions of
4

this Article. In lieu of separate policies, the Subgrantee or its successor or assign, may
maintain a single policy, blanket or umbrella policies, or a combination thereof, having
the coverage required herein.
9.

Administrative Requirements.

9.1
Accounting Standards. The Subgrantee agrees to maintain the necessary
source documentation and enforce sufficient internal controls as dictated by generally
accepted accounting practices to properly account for expenses incurred under this
agreement.
9.2

Records.

9.2.1 Audits and records, including but not limited to all financial and
environmental documents related to the funds provided under this Agreement,
shall be accessible to authorized representatives of the EDA for purposes of
examination and audit. In addition, the Subgrantee shall give the DEED, through
any authorized representatives, access to and the right to examine all records,
books, papers and documents related to this Agreement for a minimum of six
years from the end of the Grant Agreement term end date.
9.2.2 The Subgrantee’s obligation to the EDA does not end until all
close-out requirements are completed. Activities during this close-out period may
include making final payments, determining the custodianship of records, and
resolving audit findings.
10.
Special Termination and Reimbursement Limitations. It is understood and
agreed between the parties that the entrance into this Agreement between the parties and the
obligations undertaken by the parties thereunder are dependent upon and conditioned upon an
executed Development Agreement for the Project and that if, for any reason, said Development
Agreement is breached in any way that this Agreement should become null and void and of no
further effect on the parties and neither party shall have any further obligations to the other
hereunder, including but not limited to the EDA having no obligation to reimburse the
Subgrantee for any Approved Project Costs incurred by Subgrantee in furtherance of the Project,
no matter when or in what amount such costs were incurred. Provided however, nothing herein
shall prevent the parties from agreeing to amend the terms of this paragraph, providing that such
amendment is approved by the Board of Commissioners of the South St. Paul Economic
Development Authority.
11.

Miscellaneous.

11.1 Assignability. The Subgrantee may not assign or transfer any interest in
this Agreement without the prior written consent of the Executive Director of the EDA;
provided, however, that claims for money due or to become due to the Subgrantee from
the EDA under this Agreement may be assigned to a bank, trust company, or other
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financial institution without such approval. Notice of any such assignment or transfer
must be furnished promptly to the EDA.
11.2 Governing Law and Venue. This Agreement will be governed by, and
construed in accordance with, the laws of the State of Minnesota. The appropriate venue
and jurisdiction for any litigation hereunder shall be in a court located in Dakota County,
Minnesota.
11.3 Counterparts. This Agreement may be executed in two or more
counterparts, each of which is deemed an original, but all of which taken together
constitute one and the same agreement.
11.4 Severability. In the event any provision herein shall be deemed invalid or
unenforceable, the remaining provisions shall continue in full force and effect and shall be
binding upon the parties to this Agreement.
11.5 Entire Agreement. This Agreement, including Exhibits A & B,
constitutes the entire agreement between the EDA and Subgrantee and supersedes all prior
written and oral agreements and negotiations between the parties relating to the subject matter
hereto.
[remainder of page intentionally left blank]
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IN AGREEMENT, the parties hereto have hereunto set their hands as of the date
hereinbefore first written.

GRANTEE:

SUBGRANTEE:

South St. Paul
Economic Development Authority

Frankot Properties LLC

By:
Name: James P. Francis
Its:
President

By:
Name: Jason Frankot
Its:
President

By:
Name: Ryan Garcia
Its:
Executive Director
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EXHIBIT A
LEGAL DESCRIPTION OF THE PROPERTY
(South St. Paul, MN)
Real property located in Dakota County Minnesota legally described as follows:

Lots 13, 14 and 15, all in Block 1, Hepburn Park Addition to the City of St. Paul,
according to the plat thereof on file in the office of the County Recorder, Dakota County,
Minnesota, jointly described as follows: Commencing at the Southwest corner of said Lot
15; thence northerly, along the westerly line of said Lot 15, a distance of 22.99 feet to
Point "A", said point being marked by a Judicial Landmark; thence northerly, along the
westerly line of said Lots 15, 14 and 13 a distance of 94.70 feet to the Northwest corner
of said Lot 13, said point being marked by a Judicial Landmark; thence easterly, along
the northerly line of said Lot 13, a distance of 125.00 feet to the Northeast corner of said
Lot 13, said point being marked by a Judicial Landmark; thence southerly, along the
easterly line of said Lot 13, 14 and 15, a distance of 117.78 feet to the Southeast corner of
said Lot 15, said point being referenced by a Judicial Landmark set 0.20 feet east of said
corner; thence westerly along the southerly line of said Lot 15 to the point of beginning.
Subject to Easement in favor of the City of South St. Paul for public street purposes
described as follows:
All that part of Lot 15, Block 1, lying southerly of the following described line:
Commencing at a point in the Westerly line of Lot 15, 22.99 feet North of the Southwest
corner thereof, thence Southeasterly to the Southeast corner of said Lot 15.
Lots 16, 17 and the South ½ of Lot 18, all in Block 1, Hepburn Park Addition to the City
of St. Paul, according to the plat thereof on file in the office of the County Recorder,
Dakota County, Minnesota, jointly described as follows: Beginning at the Southwest
corner of said Lot 16, said point being marked by a Judicial Landmark; thence northerly,
along the westerly line of said Lots 16, 17 and 18, a distance of 97.76 feet to the
Northwest corner of the South ½ of said Lot 18, said point being marked by a Judicial
Landmark; thence easterly, along the north line of said South ½ of Lot 18, a distance of
125.00 feet to the Northeast corner of the South ½ of said Lot 18, said point being
marked by a Judicial Landmark; thence southerly, along the easterly line of said Lots 18,
17 and 16, a distance of 97.88 feet to the Southeast corner of said Lot 16, said point being
referenced by a Judicial Landmark set 0.20 feet north of said corner; thence westerly to
the point of beginning.
PID: 36-32550-01-180
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EXHIBIT B
SPECIAL APPROPRIATION GRANT AGREEMENT

(The remainder of this page is intentionally left blank.)
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5-A & 6-A

DETAIL AREA

MidWestOne Bank
(2017 Construction)

T

820 Southview Blvd.
T

Metro Transit Bus Stop

Basemap Courtesy of Dakota County GIS
Information accurate as of August 2017

EDA Agenda Item Report
Date: January 8, 2018
EDA Executive Director: _________

6-B

Agenda Item: Approval of a Tax Increment Finance Development Agreement with DRS Investment VI
LLC
Action to be considered:
Following discussion, motion to approve a Resolution 2018-4, authorizing execution of a Tax Increment
Finance Development Agreement with DRS Investment VI LLC
Overview:
Throughout the second half of 2017, the EDA collaborated with the buyer and seller of redevelopment
property at 161 Concord Exchange North in the analysis and structuring of a redevelopment concept and
project financing for a proposed 67-unit, market-rate, for-rent residential project. The EDA approved a
“Term Sheet” with the developer at their October 23, 2017 meeting, which outlined the terms of
financial assistance that the EDA was willing to consider to make the project feasible. Key terms as
introduced in the term sheet are now formalized in a development agreement, and include the following:
•

•
•

Cap TIF assistance for the project at or below 20% of the project costs (This proposal provides
19% of the project costs as TIF). Total TIF assistance is scheduled as an $830,000 rehabilitation
and improvement grant, as well as a maximum of $1,000,000 rehabilitation and improvement
grant spread over a five-year period. The $1,000,000 commitment may be reduced if a future
tax value of $8,418,975 is not reached by the project, per the schedule found in the agreement.
Utilize $150,000 in funding from the DEED Special Appropriations grant to support the project.
Explore grant assistance from outside funding sources. This proposal anticipates $250,000 in
Met Council and/or Dakota County CDA funds – subject to applications by the City/EDA.

The TIF Agreement represents a legally binding contract between the developer and the EDA, whereby
the developer commits to delivering the project as proposed and approved and the EDA commits to
providing financial assistance when particular development milestones and/or targets are met by the
developer/development. Generally, the Agreement reflects the terms of the deal that should be familiar
to the EDA based upon our previous discussions. However, there are some essential provisions and
clauses that the EDA will likely find noteworthy:
•

•

Acquisition (Section 3.1, page 7) –The Redeveloper agrees to acquire the property by January
31, 2018. The EDA may recall that it was originally anticipated that the acquisition would
close by the end of 2017, however the negotiation of this agreement in particular delayed that
action by a month.
Redevelopment Assistance (Sections 3.2 – 3.8, page 7-10) – Both the $830,000 TIF “upfront”
assistance and the $150,000 in “Gap” assistance via the DEED Special Appropriation will be
provided within 30 days of the issuance of a building permit. This is a slight change from the
Term Sheet, which provided that these forms of assistance would be provided within six
months of closing OR at issuance of a building permit, whichever is later. The timing of the
$1,000,000 in “pay-back” assistance would again be at an annual maximum of $200,000,
payable in equal halves on February 1 and August 1 of each year. This is consistent with how
the City has distributed PayGo assistance in the past/presently.

•
•

Construction Timeline (Section 4.3, page 11) – The agreement binds the developer to
commencing with construction no later than June 30, 2018 and to achieve substantial
completion by no later than September 1, 2019.
Parking/Redevelopment on Adjacent Properties (Section 9.12, page 19-20) – Arguably the
most substantial change from the Term Sheet relates to surrounding properties that have
historically served as the required parking for the previous office use. Coupled with the City’s
approval of the Conditional Use Permit and Site Plan for this project in late-2017, the
Agreement provides a path towards minimizing the footprint of surface parking provided for
this Property and maximizing the development potential of this critical node in the
neighborhood. As detailed in the Agreement, the following is proposed:
o Through the end of the term of the existing parking agreement (June 2023), parking will
continue to be provided in accordance with that agreement – which is to say a “nonexclusive” right for the redeveloper to lease 192 parking spaces for $1.00 per month.
These spaces are provided in the surface lots surrounding the 161 Concord Exchange
North building as well as across the street, in the public lot south of Subway.
o For the 36 months following execution of the Agreement, the developer is granted an
exclusive right to work with the EDA towards the acquisition and redevelopment of the
parking lot properties mentioned above. In practicality, this clause merely lays the
groundwork for both parties to come forward in the future with additional detail and
more concrete planning, purchase, and development parameters for the sites.
o The Agreement provides that if there has not been a redevelopment proposal that moves
forward for the adjacent properties by June 2023, then the Redeveloper has the option
of acquiring title to the parking properties surrounding the 161 Concord Exchange
North building OR negotiating a long-term lease with the City at market rates. It is
important to note that the lot south of Subway is expressly not included in this
conveyance or lease per the Agreement. If this conveyance occurs, it will be for either a
Fair Market Value price or, alternatively, the “pay back” TIF payments in 2024
(maximum $200,000) would not be provided to the developer (whichever is less).

Funding Sources and other fiscal considerations:
The redevelopment project is located wholly within The Concord Street Tax Increment Financing
District No. 2. Per the agreement, up to $1,830,000 in tax increment can be provided to assist the project
in the following manner:
•
•

$830,000 in assistance provided within 30 days of the issuance of a building permit for the
minimum improvements.
A maximum of $1,000,000 total, payable in an annual amount of no more than $200,000
between the years 2020 – 2024, provided the development meets Estimated Market Value
targets.

It should be noted that this project is being financed through available tax increment that is drawn from
the broader district as well as from increment generated by the project itself. Working with the City’s
finance office and Ehlers, there is confidence that the District has sufficient capacity to meet all existing
obligations as well as to satisfy its obligations under this Agreement.
ATTACHMENTS
- Resolution 2018-4
- TIF Agreement
- Ehlers “But For” test memo
- Concord TIF Map
- Orientation Map

South St. Paul Economic Development Authority
Dakota County, Minnesota
RESOLUTION NO. 2018-4

WHEREAS, the City Council transferred all administration of the South St. Paul Housing and
Redevelopment Authority (“HRA”) programs to the South St. Paul Economic Development Authority
(“EDA”) by City Council Resolution 2015-197; and
WHEREAS, one of those programs is the administration of the Concord Street Tax Increment
Financing District No. 2 (“TIF District”) and the Redevelopment Plan for the Concord Street
Redevelopment Project Area (“Plan”); and
WHEREAS, DRS Investment VI LLC (“Developer”), has requested that the EDA utilize certain
tax increments from the TIF District to assist the Developer with certain costs of the development and
construction of 67-units of for-rent housing through the renovation of an existing 70,000 square foot, 4story office building located at 161 Concord Exchange North in South St. Paul, Minnesota (“Project”)
within the TIF District pursuant to a Tax Increment Development Agreement between the EDA and the
Developer (“Agreement”).
NOW, THEREFORE, BE IT RESOLVED by the Economic Development Authority of the City
of South St. Paul, Minnesota as follows:
1.
The EDA finds that the development of the Project pursuant to the Agreement, and
fulfillment generally of the Agreement, are in the vital and best interests of the EDA and the City of South
St. Paul and the health, safety, morals, and welfare of its residents, and in accord with the public purposes
and provisions of the applicable State and local laws and requirements under which the development has
been undertaken and is being assisted.
2.
The EDA hereby approves the Agreement, together with any related documents necessary
in connection therewith, including without limitation all documents or certifications referenced in or
attached to the Agreement (collectively, the “Documents”) and the President and Executive Director are
hereby authorized and directed to execute the Documents on behalf of the EDA and to carry out, on
behalf of the EDA, the EDA’s obligations thereunder and the Executive Director and EDA officers and
staff are authorized and directed to implement the terms of the Documents as provided therein.
3.
The approval hereby given to the Documents includes approval of such additional details
therein as may be necessary and appropriate and such modifications thereof, deletions therefrom and
additions thereto as may be necessary and appropriate and approved by legal counsel to the EDA and by
the officers authorized herein to execute said documents prior to their execution; and said officers are
hereby authorized to approve said changes on behalf of the EDA. The execution of any instrument by the
appropriate officers of the EDA herein authorized shall be conclusive evidence of the approval of such
document in accordance with the terms hereof. In the event of absence or disability of the authorized
officers, any of the Documents authorized by this Resolution to be executed may be executed without
further act or authorization of the EDA by any duly designated acting official, or by such other officer or
officers of the EDA as, in the opinion of legal counsel to the EDA, may act in their behalf.

4.
The authority to approve, execute and deliver future amendments to the Agreement and
any consents required under the Agreement is hereby delegated to the Executive Director, subject to the
following conditions: (a) such amendments or consents do not materially adversely affect the interests of
the EDA or the City; (b) such amendments or consents do not contravene or violate any policy of the
EDA or the City; (c) such amendments or consents are acceptable in form and substance to the counsel
retained by the EDA to review such amendments. The authorization hereby given shall be further
construed as authorization for the execution and delivery of such certificates and related items as may be
required to demonstrate compliance with the Agreement, as amended, and the terms of this Resolution.
The execution of any instrument by the Executive Director shall be conclusive evidence of the approval of
such instruments in accordance with the terms hereof. In the absence of the Executive Director any
instrument authorized by this paragraph to be executed and delivered may be executed by the officer of
the EDA authorized to act in his/her place and stead.
Adopted this 8th day of January, 2018.

____________________________________
President, James P. Francis

_________________________________
Executive Director, Ryan Garcia
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CONTRACT FOR PRIVATE REDEVELOPMENT

This Contract for Private Redevelopment (the “Agreement”) is made this _____ day of
_____________, 2018, by and between the South St. Paul Economic Development Authority, a
public body corporate and politic under the laws of Minnesota, having its principal office at
125 Third Avenue North, South St. Paul, Minnesota 55075-2097 (the “South St. Paul Economic
Development Authority” or the “EDA”), and DRS Investment VI LLC, a Minnesota limited
liability company, having its principal office at 5201 Eden Avenue, Suite 300, Edina, Minnesota
55436 (the “Redeveloper”).
WITNESSETH:
WHEREAS, the EDA finds there to exist within the community buildings that have a
blighting influence on surrounding properties because they are vacant or underutilized due to
their poor physical condition or functional obsolescence and which, because of those conditions,
threaten the health, safety and welfare of the community; and
WHEREAS, the EDA finds that it is in the public interest, helpful for the tax base and
beneficial for the health, safety and welfare of the community as a whole to renovate obsolete
buildings and to redevelop them with new projects compatible with surrounding land uses; and
WHEREAS, the EDA finds that, due to market conditions which exist today and are
likely to persist for the foreseeable future, the private sector alone is not able to accomplish
redevelopment of the type needed within the identified area and, therefore, such will not occur
without public intervention; and
WHEREAS, in order to foster the redevelopment described above, the South St. Paul
Housing and Redevelopment Authority (the “HRA”) in 2009 adopted the Redevelopment Plan
for the Concord Street Redevelopment Project Area to more fully implement the goals and
objectives thereof, all pursuant to Minnesota Statutes, sections 469.001 through 469.047; and
WHEREAS, in 2009 the HRA also established Tax Increment Financing District No. 2, a
redevelopment district, within the Concord Street Redevelopment Project Area and adopted a tax
increment financing plan related thereto, all pursuant to Minnesota Statutes, sections 469.174
through 469.1799 and Minnesota Session Laws 2009, Chapter 88, Article 5, Section 14; and
WHEREAS, the HRA subsequently transferred authority over the Concord Street
Redevelopment Project Area and Tax Increment Financing District No. 2 to the EDA; and
WHEREAS, the Redeveloper has proposed to redevelop the property located at 161
Concord Exchange North, through the conversion of a vacant commercial office building into a
market rate rental housing project as more fully described herein; and
WHEREAS, the EDA believes this project is in the vital and best interests of South St.
Paul and the health, safety and welfare of its residents, and in accord with the public purposes
1
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and provisions of the applicable state and local laws and requirements for which the Concord
Street Redevelopment Project Area and Tax Increment Financing District No. 2 were
established.
NOW, THEREFORE, in consideration of the covenants and the mutual obligations of the
parties hereto, each of them does hereby covenant and agree with the other as follows:
ARTICLE I
Definitions
Section 1.1. Definitions. In this Agreement the following terms shall have the meanings
given below unless a different meaning clearly appears from the context:
“Administrative Costs” means the administrative expenses incurred by the EDA
regarding the TIF District as defined in section 469.174, subd. 14 of the TIF Act.
“Agreement” means this Agreement, as the same may be from time to time modified,
amended, or supplemented.
“Approved Plans” means the plans and sketches of the Minimum Improvements
approved by the City in connection with the City Approvals and attached hereto as Exhibit B.
“Assessor” means the county assessor of Dakota County.
“Authorizing Resolution” means the EDA resolution, in substantially the form attached
hereto as Exhibit D, which authorizes the issuance of the Note by the EDA Executive Director to
the Redeveloper.
“Certificate of Completion” means the certificate, in substantially the form attached
hereto as Exhibit C, which will be provided to the Redeveloper pursuant to Article IV of this
Agreement.
“City” means the city of South St. Paul, a municipal corporation under the laws of
Minnesota.
“City Approvals” means, collectively, the conditional use permit and any other land use
or similar approvals which have been or must be granted by the City prior to constructing the
Minimum Improvements.
“Construction Plans” means the final plans for construction of the Minimum
Improvements which shall be submitted by the Redeveloper pursuant to section 4.2 of this
Agreement.
“County” means Dakota County, Minnesota.

2
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“Economic Development Authorities Act” or “EDA Act” means Minnesota Statutes,
sections 469.090 through 469.108, as amended.
“Economic Development Authority” or “EDA” means the South St. Paul Economic
Development Authority, a public body corporate and politic under the laws of Minnesota, which
is the successor in interest to the HRA.
“Event of Default” means an action by the Redeveloper or the EDA listed in Article VIII
of this Agreement.
“Housing and Redevelopment Authorities Act” or “HRA Act” means Minnesota Statutes,
sections 469.001 through 469.047, as amended.
“Housing and Redevelopment Authority” or “HRA” means the South St. Paul Housing
and Redevelopment Authority, which is the predecessor in interest to the EDA.
“Market Value” means the market value of the Redevelopment Property and the
Minimum Improvements as set forth is Section 6.4 of this Agreement.
“Material Change” means a change in the Construction Plans which will adversely affect
the generation of tax increment attributable to the Minimum Improvements or which would
require any alteration or amendment of the City Approvals.
“Maturity Date” means the date the Note has been paid in full or terminated, whichever is
earlier.
“Minimum Improvements” means the rehabilitation of a vacant commercial office
building containing approximately 70,000 sq. ft. into 67 units of market rate rental housing.
After completion of the Minimum Improvements, the term shall mean the Redevelopment
Property as improved by the Minimum Improvements. The Minimum Improvements are
depicted generally on the Approved Plans attached hereto as Exhibit B.
“Note” means the taxable Tax Increment Revenue Note, in substantially the form set
forth in the Authorizing Resolution, to be delivered by the EDA to the Redeveloper to reimburse
the Redeveloper for a portion of the Qualifying Costs pursuant to Article III of this Agreement.
“Qualifying Costs” means the cost of grading, site preparation, installation of utilities
and demolition and rehabilitation of existing improvements and other qualifying expenditures
made by the Redeveloper related to completion of the Minimum Improvements which the EDA
intends to reimburse partially through the Note.
“Redeveloper” means DRS Investment VI LLC, a Minnesota limited liability company.
“Redevelopment Assistance” means the financial assistance to be offered by the EDA to
the Redeveloper outlined in Article III of this Agreement.
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“Redevelopment Plan” means the Redevelopment Plan for the Concord Street
Redevelopment Project Area, which was adopted on June 29, 2009.
“Redevelopment Project” or “Project” means the Concord Street Redevelopment Project.
“Redevelopment Property” means the property generally located at 161 Concord
Exchange North in South St. Paul, Minnesota 55075 and which is legally described in Exhibit A
attached hereto.
“Sale” means any conveyance of fee simple title in and to the Redevelopment Property or
the Minimum Improvements, as more fully defined in Article VII of this Agreement, other than a
conveyance for purposes of completing a 1031 Tax Deferred Exchange or conveyances to an
entity controlling, controlled by, or under common control with the Redeveloper. Also, the term
“Sale” does not include the granting of any lien as security for purposes of financing the
Minimum Improvements.
“State” means the state of Minnesota.
“Substantial Completion” means completion of the Minimum Improvements to a degree
allowing the issuance of a certificate of occupancy by the City’s building official.
“Tax Increment” means the tax increment, as that term is defined in Minnesota Statutes,
section 469.174, subd. 25, which is paid to the EDA by the County with respect to the TIF
District.
“Tax Increment Financing Act” or “TIF Act” means Minnesota Statutes, sections
469.174 through 469.1799, as amended.
“Tax Increment Financing District” or “TIF District” means Tax Increment Financing
District No. 2, a redevelopment district, which was authorized by the Minnesota Legislature in
2009 Session Laws, Chapter 88, Article 5, Section 14.
“Tax Increment Financing Plan” or “TIF Plan” means the tax increment plan for Tax
Increment Financing District No. 2, which was adopted on June 29, 2009.
“Tax Official” means the Assessor, County auditor, County or state board of
equalization, the commissioners of revenue of the State, or any State or federal district court, the
tax court of the State, or the State Supreme Court.
“Termination Date” means the date Tax Increment Financing District No. 2 terminates,
which is: (a) December 31, 2024, or (b) such earlier date if, after all of the EDA’s financial
obligations with regard to the TIF District have been satisfied, the EDA elects to terminate the
TIF District.
“Unavoidable Delays” means delays which are the direct result of adverse weather
conditions; strikes, lockouts or other labor troubles; fire or other casualty to the Minimum
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Improvements; litigation commenced by third parties which, by injunction or other similar
judicial action, directly results in delays; or, except those of the EDA or the City properly
exercising its rights under this Agreement, any acts or omissions of any federal, State or local
governmental unit which directly result in delays in construction of the Minimum Improvements;
default or unanticipated delay by the EDA or the City under this Agreement; or any other cause
beyond the reasonable control of a party.
Section 1.2. Exhibits. The following exhibits are attached to and by reference made a
part of this Agreement:
Exhibit A.
Exhibit B.
Exhibit C.
Exhibit D.
Exhibit E.

Legal description of the Redevelopment Property
Approved Plans
Form of Certificate of Completion
Form of Authorizing Resolution
Form of Investment Letter

Section 1.3. Rules of Interpretation. (a) This Agreement shall be interpreted in
accordance with and governed by the laws of Minnesota.
(b)
The words “herein” and “hereof” and words of similar import, without reference
to any particular section or subdivision, refer to this Agreement as a whole rather than any
particular section or subdivision hereof.
(c)
References herein to any particular section or subdivision hereof are to the section
or subdivision of this Agreement as originally executed.
(d)
Any titles of the several parts, articles and sections of this Agreement are inserted
for convenience and reference only and shall be disregarded in construing or interpreting any of
its provisions.
ARTICLE II
Representations and Warranties
Section 2.1. Representations by the EDA. The EDA makes the following representations
as the basis for the undertaking on its part herein contained:
(a)
The EDA is an economic development authority duly organized and existing
under the EDA Act and also having the powers of a housing and redevelopment authority under
the HRA Act. The EDA is the successor in interest to the HRA and has authority over the
Redevelopment Project and the TIF District. The EDA has the authority to enter into this
Agreement and carry out its obligations hereunder.
(b)
The individuals executing this Agreement and related agreements and documents
on behalf of the EDA have the authority to do so and to bind the EDA by their actions.
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(c)
The Concord Street Redevelopment Project is a redevelopment project within the
meaning of the HRA Act and was created, adopted and approved in 2009 in accordance with the
HRA Act.
(d)
TIF District No. 2 is a redevelopment tax increment financing district within the
meaning of the TIF Act and was created, adopted and approved in 2009 in accordance with the
TIF Act and Minnesota 2009 Session Laws, Chapter 88, Article 5, Section 14.
(e)
Except as noted in this Agreement, there are no previous agreements to which the
EDA is a party pertaining to the Redevelopment Property which would preclude the parties from
entering into this Agreement or which would impede the fulfillment of the terms and conditions
of this Agreement or the Note.
(f)
The activities of the EDA pursuant to this Agreement are undertaken pursuant to
the Redevelopment Plan and the TIF Plan, and are for the purpose of assistance in redevelopment
of a vacant commercial office building into a market rate rental housing project.
(g)
The EDA will act in a timely manner to consider all approvals required under this
Agreement and will cooperate with the Redeveloper in seeking consideration of approvals which
must be granted by the City.
(h)
The EDA has approved execution of this Agreement, including the issuance of the
Note in the form specified in the Authorizing Resolution, subject to the conditions contained in
this Agreement.
(i)
The EDA intends to provide tax increment assistance to the Redeveloper in
accordance with the terms of this Agreement.
(j)
There are sufficient financial resources in the TIF District to support the EDA’s
obligations to the Redeveloper under this Agreement.
Section 2.2. Representations and Warranties by the Redeveloper. The Redeveloper
makes the following representations and warranties as the basis for the undertaking on its part
herein contained:
(a)
The Redeveloper is a limited liability company organized and operating under the
laws of the state of Minnesota. The Redeveloper has the authority to enter into this Agreement
and carry out its obligations hereunder.
(b)
The persons executing this Agreement and related agreements and documents on
behalf of the Redeveloper have the authority to do so and to bind the Redeveloper by their
actions.
(c)
The Redeveloper has an option or other right to purchase the Redevelopment
Property and agrees to acquire the Redevelopment Property in fee by no later than January 31,
2018.
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(d)
The Redeveloper will construct the Minimum Improvements in substantial
accordance with the terms of this Agreement, the Redevelopment Plan, the TIF Plan, the
Construction Plans and all local, State and federal laws and regulations, including, but not
limited to, environmental, zoning, building code and public health laws and regulations.
(e)
The Redeveloper will apply for and use all reasonable efforts to obtain, in a
timely manner, all required permits, licenses and approvals from the City, and will meet, in a
timely manner, the requirements of all applicable local, State and federal laws and regulations
which must be obtained or met before the Minimum Improvements may be lawfully constructed
or used for their intended purpose.
(f)
The Redeveloper has analyzed the economics of acquisition of the
Redevelopment Property, the cost of grading, site preparation, including installation of utilities
and demolition and rehabilitation of the improvements currently thereon necessary for
construction of the Minimum Improvements and concluded that, absent the Redevelopment
Assistance to be offered under this Agreement, construction of the Minimum Improvements
would not be financially feasible and it would not undertake this project.
(g)
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 provisions of any corporate organizational documents or any evidence of
indebtedness, agreement or instrument of whatever nature to which the Redeveloper is now a
party or by which it is bound, or constitutes a default under any of the foregoing.
ARTICLE III
Acquisition of Redevelopment Property; Redevelopment Assistance
Section 3.1. Acquisition of Redevelopment Property. The Redeveloper agrees to acquire
the Redevelopment Property in fee by January 31, 2018. The EDA makes no representations to the
Redeveloper regarding the suitability of the Redevelopment Property for the use and purpose
intended by the Redeveloper.
Section 3.2.
Reimbursement for Acquisition.
If the Redeveloper acquires the
Redevelopment Property in accordance with the terms of this Agreement, including the deadline
therefore, the EDA agrees to reimburse the Redeveloper for a portion of the cost of acquisition,
including the purchase price and reasonable and customary closing costs and brokerage fees or
commissions. Such reimbursement shall be equal to the actual costs incurred by the Redeveloper
but in no event greater than $830,000. The Redeveloper agrees to provide the EDA with a copy of
the closing statement and such other documents as may be reasonably necessary to verify the
reimbursable costs. Reimbursement shall be made by the EDA to the Redeveloper no later than 30
days after issuance by the City of a building permit for construction of the Minimum Improvements.
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Section 3.3. Issuance of Note. (a) In consideration of the Redeveloper incurring the
Qualifying Costs while constructing the Minimum Improvements, the EDA will issue to the
Redeveloper the Note in the principal amount of $1,000,000 in substantially the form set forth in
the Authorizing Resolution attached hereto as Exhibit D. The Note will bear no interest. The
EDA and the Redeveloper agree that the consideration from the Redeveloper for the purchase of
the Note will consist of the Redeveloper’s payment of the Qualifying Costs which are eligible for
reimbursement with Tax Increment and which are incurred by the Redeveloper in at least the
principal amount of the Note. The Authorizing Resolution will authorize delivery of the Note by
the EDA Executive Director upon satisfaction by the Redeveloper of all the conditions precedent
specified in section 3.4 of this Agreement.
(b)
The Redeveloper understands and acknowledges that the EDA makes no
representations or warranties regarding whether the amount of Tax Increment will be sufficient
to pay the principal of the Note. Any estimates of Tax Increment prepared by the EDA or its
financial advisors in connection with the TIF District or this Agreement are for the benefit of the
EDA and are not intended as representations on which the Redeveloper may rely.
(c)
The EDA has previously (i) issued its Taxable General Obligation Tax Increment
Bonds, Series 2015A in the principal amount of $1,815,000, (ii) issued a pay-as-you-go Note to
TEM Properties in the principal amount of $146,298; and (iii) has a statutorily mandated
contractual obligation to pay the County annually out of Tax Increment from the TIF District an
amount equal to the tax that would have been payable to the County on the captured tax capacity
of the TIF District had the TIF District not been created (collectively, the “Previous
Obligations”). Notwithstanding anything in this Agreement or the Note to the contrary, Tax
Increment and payment of the EDA’s obligations under the Note are subordinate to satisfaction
of the EDA’s payment obligations under the Previous Obligations.
(d)
The EDA agrees that, if the Note is issued, it will reimburse the Redeveloper
$200,000 for the Qualifying Costs in 2020. Half of such payment shall be made on February 1
and half on August 1 of that year. The payment in 2020 shall be made regardless of the Market
Value of the Redevelopment Property and the Minimum Improvements. In the years 2021,
2022, 2023 and 2024, payment under the Note shall be dependent on the Market Value of the
Redevelopment Property and Minimum Improvements as of January 2 of the previous calendar
year. By way of example, the amount payable under the Note in 2021 will be dependent on the
Market Value of the Redevelopment Property and Minimum Improvements as of January 2,
2020 for taxes payable in 2021. Payments shall be made in accordance with the following:
Market Value as of previous
January 2
Greater than $8,418,975
$7,500,000 - $8,418,975
$6,735,180 - $7,499,999
$6,000,000 - $6,735,179
Less than $6,000,000
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Payment Amount
$200,000
$180,000
$160,000
$140,000
$0

One half of the amounts due shall be payable on February 1 and August 1 of each year.
Payments under the Note are subordinate to the Previous Obligations. The EDA’s maximum
obligation under the Note is $1,000,000, payable at a rate not to exceed $200,000 per year. In
any year in which the Market Value of the Redevelopment Property and the Minimum
Improvements is less than $8,418,976 and the EDA’s reimbursement payment under the Note is
reduced accordingly, such reduction for that year shall be permanent and the deficiency for that
year shall not be made up in any subsequent year.
Section 3.4. Conditions Precedent to Issuance of the Note. Notwithstanding anything in
this Agreement to the contrary, the EDA Executive Director is authorized to issue the Note to the
Redeveloper only after adoption of the Authorizing Resolution by the EDA after all of the
following conditions precedent have been satisfied:
(a)

The Redeveloper has acquired the Redevelopment Property in fee;

(b)
This Agreement has been executed by the parties and recorded against the
Redevelopment Property;
(c)
The Redeveloper has submitted the Investment Letter in the general form attached
hereto as Exhibit E;
(d)
The Redeveloper has submitted evidence, including paid receipts and lien
waivers, that it has incurred and paid for the Qualifying Costs in an amount not less than
$1,000,000;
(e)
The Redeveloper has completed the Minimum Improvements and the EDA has
issued the Certificate of Completion; and
(f)
been cured.

There has been no Event of Default on the part of the Redeveloper which has not

Section 3.5. Special Appropriations Grant. The EDA has been awarded a Special
Appropriations Grant (the “Grant”) in the amount of $150,000 by the Minnesota Department of
Employment and Economic Development. The EDA agrees to use funds from the Grant to
reimburse the Redeveloper for eligible costs in connection with construction of the Minimum
Improvements which, in general, are any hard costs associated with renovation of the existing
office building. Such reimbursement shall be equal to the actual amounts incurred by the
Redeveloper for the eligible costs but in no event greater than $150,000. The Redeveloper
agrees to provide the EDA with evidence of having incurred and paid such costs, including
invoices and receipts, and such additional documentation as may reasonably be requested by the
EDA. Reimbursement shall be made by the EDA to the Redeveloper no later than 30 days after
issuance by the City of a building permit for construction of the Minimum Improvements. The
Grant is not part of the Additional Assistance described in Section 3.6, below.
Section 3.6 Other Grants; Reduction in Assistance. (a) The Minimum Improvements
may be eligible for grants from public entities other than the EDA or the City. Grants for which
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the project may be eligible include a Livable Communities Grant from the Metropolitan Council
and a Dakota County Community Development Agency’s Redevelopment Incentive Grant. The
EDA and the Redeveloper agree to cooperate in the EDA’s applications for such grants. If the
EDA is awarded either or both grants or any similar grant and funds from such grant or grants is
paid by the EDA to the Redeveloper in connection with construction of the Minimum
Improvements (the “Additional Assistance”), the amount of the Additional Assistance will be in
addition to other forms of financial assistance offered by the EDA under this Agreement.
Notwithstanding the above, if the Redeveloper receives Additional Assistance in an amount in
excess of $250,000, the EDA will adjust the remainder of the assistance package offered to the
Redeveloper by reducing the amount payable under the Note for the Qualified Costs, such
reduction not to exceed the amount by which the Additional Assistance exceeds $250,000. If
required to satisfy this requirement, the Redeveloper agrees to cooperate with the EDA in the
renegotiation and execution of a revised Note or amendment to this Agreement. In no event
shall the total assistance offered to the Redeveloper by the EDA with regard to the Minimum
Improvements exceed $1,830,000, plus the Grant, plus up to $250,000 in Additional Assistance.
Failure by the Redeveloper to cooperate with the EDA in adjustment of the assistance offered to
the Redeveloper upon award of one or more of the grants outlined in this Section shall be an
Event of Default under this Agreement.
Section 3.7. No Business Subsidy. All of the financial assistance offered herein to the
Redeveloper is related to the construction of a market rate rental housing project. Therefore, the
assistance offered by the EDA under this Agreement is not a “business subsidy” within the
meaning of Minnesota Statutes, sections 116J.993 to 116J.995.
Section 3.8. Records. The EDA and its representatives will have the right at all
reasonable times after reasonable notice to inspect, examine and copy invoices paid by the
Redeveloper and/or its general contractor relating to the Minimum Improvements and the
Qualifying Costs for which the Redeveloper will be reimbursed under the Note or any other
financial assistance offered to the Redeveloper under this Agreement.
ARTICLE IV
Construction of Minimum Improvements
Section 4.1. Construction of Minimum Improvements. Subject to Unavoidable Delays
and conditioned upon acquisition of fee title to the Redevelopment Property, the Redeveloper
agrees that it will construct the Minimum Improvements on the Redevelopment Property in
accordance with the Approved Plans and the Construction Plans.
The Redeveloper
acknowledges that, in addition to the requirements of this Agreement, construction of the
Minimum Improvements will necessitate compliance with other reviews and approvals by the
City and possibly other governmental agencies. To the extent such approvals have not already
been obtained, the Redeveloper agrees to submit in a timely manner all applications for and
pursue to their conclusion all other approvals needed prior to constructing the Minimum
Improvements.
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Section 4.2. Approved Plans and Construction Plans. (a) The Redeveloper has submitted
and the EDA has approved the Approved Plans included in Exhibit B attached hereto. Prior to
beginning construction on the Minimum Improvements, the Redeveloper shall submit dated
Construction Plans to the EDA. The Construction Plans shall provide for the construction of the
Minimum Improvements and shall be in substantial conformity with the Approved Plans. The
EDA will approve the Construction Plans if they (1) are consistent with the Approved Plans; (2)
conform to all applicable federal, State and local laws, ordinances, rules and regulations; (3) are
adequate to provide for the construction of the Minimum Improvements; (4) conform to the State
building code; and (5) if there has occurred no uncured Event of Default on the part of the
Redeveloper. Except as otherwise set forth herein, no approval by the EDA shall relieve the
Redeveloper of the obligation to comply with the terms of this Agreement and the terms of all
applicable federal, State and local laws, ordinances, rules and regulations in the construction of
the Minimum Improvements. Except as otherwise set forth herein, no approval by the EDA shall
constitute a waiver of an Event of Default. The EDA shall use good faith efforts to review the
Construction Plans and either approve or reject them in writing within 30 business days after
receipt. Any rejection, in whole or in part, shall set forth in detail the reasons for rejection.
(b)
If the Redeveloper desires to make any Material Change in the Construction
Plans, the Redeveloper shall submit the proposed change to the EDA for its approval. If the
proposed change is consistent with the Approved Plans or is otherwise acceptable to the EDA
and meets all other requirements of section 4.2(a) above, the EDA shall approve the proposed
change. Such change in the Construction Plans shall be deemed approved by the EDA unless
rejected within 15 business days, in whole or in part, by written notice by the EDA to the
Redeveloper, setting forth in detail the reasons for rejection.
Section 4.3. Commencement and Completion of Construction. Subject to Unavoidable
Delays, the Redeveloper shall commence construction of the Minimum Improvements by no
later than June 30, 2018. Construction of the Minimum Improvements shall be deemed to have
commenced when physical improvements to the Redevelopment Property, including grading,
demolition or other site preparation work, have begun. All work with respect to the Minimum
Improvements to be constructed or provided by the Redeveloper on the Redevelopment Property
shall be in conformity with the Construction Plans. The Redeveloper shall make such reports to
the EDA regarding construction of the Minimum Improvements as the EDA deems necessary or
helpful in order to monitor progress on construction of the Minimum Improvements. The
Redeveloper shall have achieved Substantial Completion of the Minimum Improvements by no
later than September 1, 2019, subject to Unavoidable Delays.
Section 4.4. Certificate of Completion. (a) After Substantial Completion of the
Minimum Improvements in accordance with the Construction Plans and at the written request of
the Redeveloper, the EDA will, within 20 business days thereafter, furnish the Redeveloper with
an appropriate Certificate of Completion so certifying in the form of Exhibit C attached hereto.
Such Certificate of Completion by the EDA shall be a conclusive determination of satisfaction
and termination of the agreements and covenants in this Agreement with respect to the
obligations of the Redeveloper to construct the Minimum Improvements and the dates for the
beginning and completion thereof.
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(b)
The Certificate of Completion shall be in such form set forth in Exhibit C and as
will enable it to be recorded in the proper County office for the recordation of deeds and other
instruments pertaining to the Redevelopment Property. If the EDA shall refuse to provide a
Certificate of Completion in accordance with the provisions of this section 4.4, the EDA shall
promptly notify Redeveloper within the same 20 business day period following receipt of request
by the Redeveloper for the Certificate of Completion, and such notification from the EDA shall
include a written statement, indicating in adequate detail in what respects the Redeveloper has
failed to complete the relevant portion of the Minimum Improvements in accordance with the
Construction Plans and what measures or acts will be necessary, in the opinion of the EDA, for
the Redeveloper to take or perform in order to obtain such certification. If the EDA fails to issue
such a written statement within such 20-day period, the EDA shall be deemed to have waived its
right to do so and shall be deemed to have issued a Certificate of Completion to the Redeveloper.
The Redeveloper shall have 60 calendar days following receipt of the EDA’s written response to
cure or agree to terms with the EDA regarding issues to be resolved prior to the Redeveloper
obtaining a Certification of Completion from the EDA.
ARTICLE V
Insurance
Section 5.1. Insurance. The Redeveloper or its general contractor will provide and
maintain at all times during the process of constructing the Minimum Improvements a Special
Form Basis Insurance Policy and, from time to time during that period, at the request of the EDA
no more frequently than once annually, furnish the EDA with proof of payment of premiums on
policies covering the following:
(1)
Builder’s risk insurance, written on the so-called “Builder’s Risk –
Completed Value Basis,” in an amount equal to one hundred percent (100%) of the
insurable value of the applicable portion of the Minimum Improvements at the date of
completion, and with coverage available in reporting form on the so-called “special”
form of policy;
(2)
Commercial general liability insurance (including operations, contingent
liability, operations of subcontractors, completed operations and contractual liability
insurance) with limits against bodily injury and property damage of not less than
$2,000,000 for each occurrence (to accomplish the above-required limits, an umbrella
excess liability policy may be used); and
(3)

Workers’ compensation insurance, with statutory coverage.

Section 5.2. Evidence of Insurance. All insurance required in this Article V of this
Agreement must be taken out and maintained in responsible insurance companies selected by the
Redeveloper which are authorized under the laws of Minnesota to assume the risks covered
thereby. In lieu of separate policies, the Redeveloper may maintain a single policy, blanket or
umbrella policies, or a combination thereof, having the coverage required herein. Upon written
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request by the EDA, the Redeveloper agrees to deposit with the EDA a certificate or certificates
or binders of the respective insurers stating that such insurance is in force and effect
ARTICLE VI
Payment of Taxes; Use of Tax Increment
Section 6.1. Taxes. The Redeveloper agrees that prior to the Termination Date: (i) it will not
seek administrative or judicial review of the applicability of any tax statute determined by any
Tax Official to be applicable to the Redevelopment Property or the Minimum Improvements or
raise the inapplicability of any such tax statute as a defense in any proceedings, including
delinquent tax proceedings; (ii) it will not seek administrative or judicial review of the
constitutionality of any tax statute determined by any Tax Official to be applicable to the
Redevelopment Property or the Minimum Improvements or raise the unconstitutionality of any
such tax statute as a defense in any proceedings, including delinquent tax proceedings; or (iii)
take or permit any action which adversely affects the Market Value of the Redevelopment
Property and the Minimum Improvements through:
(a)

willful destruction of the Minimum Improvements or any part thereof;

(b)
an application to the commissioner of revenue of the State or to any local taxing
jurisdiction requesting an abatement or deferral of real estate taxes on the Redevelopment
Property or the Minimum Improvements;
(c)
a transfer of the Redevelopment Property or the Minimum Improvements, or any
part thereof, to an entity exempt from the payment of real estate taxes under State law and that
entity applies for tax exemption; or
(d)
any other proceedings, whether administrative, legal or equitable, with any
administrative body within the County or the State or with any court of the State or the federal
government.
Section 6.2. Right to Collect Delinquent Taxes and Special Assessments. The
Redeveloper acknowledges that at all times prior to the Termination Date the EDA shall have the
right to sue the Redeveloper or its successors and assigns to collect delinquent real estate taxes
and any penalty or interest thereon and special assessments due on the Redevelopment Property
or the Minimum Improvements and to pay over the same as a tax payment to the County auditor.
In any such suit in which the EDA prevails, the EDA shall also be entitled to recover its
reasonable out-of-pocket costs and expenses, including attorney fees.
Section 6.3. Redevelopment District; Use of Tax Increment. (a) TIF District No. 2 is a
redevelopment tax increment financing district within the meaning of the TIF Act. The TIF
district was created pursuant to special legislation adopted by the Minnesota legislature in 2009,
as Session Laws, Chapter 88, Article 5, Section 14, which special legislation provided certain
exceptions and exemptions from the TIF Act for the benefit of the TIF District.
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(b)
Except for satisfaction of the Previous Obligations and for payments to the
Redeveloper as provided for in this Agreement and the Note, the EDA shall be free to use any
Tax Increment it receives from the County with respect to TIF District No. 2 for any purpose for
which such increment may lawfully be used and the EDA shall have no obligations to the
Redeveloper with respect to the use of such Tax Increment.
ARTICLE VII
Restrictions on Sale of Minimum Improvements; Termination of Agreement; Financing
Section 7.1. Prohibition Against Sale of Minimum Improvements.
(a)
The Redeveloper represents and agrees that its use of the Redevelopment Property
and its other undertakings pursuant to the Agreement, are, and will be, used for the purpose of
construction of the Minimum Improvements on the Redevelopment Property and not for
speculation in land holding. The Redeveloper represents and agrees that, prior to the issuance of
a Certificate of Completion regarding the Minimum Improvements, there shall be no Sale of the
Redevelopment Property or the Minimum Improvements constructed thereon nor shall the
Redeveloper suffer any such Sale to be made, without the prior written approval of the EDA;
provided, however, notwithstanding the foregoing, the Redeveloper shall be entitled to lease
rental units or other portions of the Redevelopment Property to third parties without the prior
written approval of the EDA. As a condition of approval of any such Sale, the EDA shall
require, at a minimum, that the proposed transferee shall have entered into an agreement
whereby the transferee expressly assumes all of the Redeveloper’s obligations under this
Agreement. Any such agreement shall include the EDA as a party and otherwise be in form and
substance reasonably acceptable to the EDA. No approval of the EDA shall be needed for any
Sale after the issuance of a Certificate of Completion regarding the Minimum Improvements.
(b)
After a Certificate of Completion has been issued, the Redeveloper or other
transferor may freely, without the approval of EDA, sell or transfer all or any portion of the
Minimum Improvements or the Redevelopment Property to any person at any time. In the event
that the Redeveloper or other transferor sells or transfers the Minimum Improvements or the
Redevelopment Property or any portion to any person, then, within 15 days after request, the
EDA shall acknowledge and certify certain facts in connection with this Agreement and the
status of obligations of Redeveloper/transferor under this Agreement. The EDA shall provide
this certification to Redeveloper/transferor and any potential buyer or transferee of the Minimum
Improvements or the Redevelopment Property or any portion thereof. The certification shall
reference the following: (1) that the Redeveloper/transferor and transferee may rely on the
representations and agreements made by the EDA in the certification; (2) the status of the
completion of the construction obligations of the Minimum Improvements; (3) the amount of
payments made under the Note and the outstanding principal balance of the Note, if any, and that
any amounts owed under the Note will be paid to Redeveloper and not the transferee unless the
rights under the Note are specifically assigned to the transferee; (4) that the Redeveloper and not
the transferee remains responsible for construction obligations under this Agreement, and that
the transferee and any subsequent owners of the Minimum Improvements or the Redevelopment
Property are released from all construction obligations under this Agreement; (5) that the
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transferee and not the Redeveloper/transferor shall be responsible for all non-construction
obligations under this Agreement arising subsequent to the sale or transfer of the Minimum
Improvements or the Redevelopment Property for the portion of the Redevelopment Property
owned by the transferee so long as the transferee has assumed such obligations by written
instrument, and that the Redeveloper/transferor is released from all such non-construction
obligations under this Agreement; and (6) whether or not there exist any defaults, events of
default, or conditions which with the passage of time or giving of notice would constitute a
default under this Agreement.
Section 7.2. Termination of Agreement. Upon the occurrence of the Termination Date,
the parties agree to execute and record a document terminating this Agreement and providing for
the release of the Redeveloper’s obligations under this Agreement.
Section 7.3. Financing. If the Redeveloper obtains mortgage financing for the
development of the Minimum Improvements, the EDA agrees to consent to the Redeveloper
making a collateral assignment of this Agreement to the lender or lenders securing construction or
permanent financing. In connection with such financing, the EDA agrees to subordinate its rights
under this Agreement to the lender or lenders securing construction or permanent financing and the
EDA agrees to consent to such subordination, in accordance with the terms of a customary form of
subordination agreement or agreements, subject to the EDA’s reasonable approval, not to be
unreasonably withheld, delayed or conditioned.
ARTICLE VIII
Events of Default
Section 8.1. Events of Default Defined. Each and every one of the following shall be an
Event of Default under this Agreement:
(a)
Failure by the Redeveloper to seek from the EDA, the City and other entities any
permit or approval necessary in order to construct the Minimum Improvements and to pursue
same diligently and in good faith;
(b)
Failure of the Redeveloper to pay real estate taxes or special assessments on the
Redevelopment Property or Minimum Improvements as they become due;
(c)
Failure by the Redeveloper to commence and complete construction of the
Minimum Improvements pursuant to the terms, conditions and limitations of Article IV of this
Agreement, including the timing thereof, unless such failure is caused by an Unavoidable Delay
or waived by the Redeveloper and the EDA;
(d)
If the Redeveloper shall file a petition in bankruptcy, or shall make an assignment
for the benefit of its creditors or shall consent to the appointment of a receiver;
(e)
Agreement;

If the Redeveloper takes or allows any action prohibited under Article VI of this
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(f)
Sale of the Redevelopment Property or the Minimum Improvements, or any
portion thereof, by the Redeveloper in violation of Article VII of this Agreement;
(g)
Failure by the Redeveloper to cooperate with the EDA regarding adjustment of
the Note or any other revision in the terms of the financial assistance offered by the EDA if
required by Section 3.6 of this Agreement; or
(h)
Failure by either party to observe or perform any material covenant, condition,
obligation or agreement on its part to be observed or performed under this Agreement.
Section 8.2. Remedies on Default. Whenever any Event of Default referred to in
section 8.1 of this Agreement occurs, the non-defaulting party may take any one or more of the
following actions after providing 30 days written notice to the defaulting party of the Event of
Default, but only if the Event of Default has not been cured within said 30 days from the receipt
of Notice or, if the Event of Default is by its nature incurable within 30 days, the defaulting party
does not provide assurances to the non-defaulting party reasonably satisfactory to the nondefaulting party that the Event of Default will be cured and will be cured as soon as reasonably
possible:
(a)
Suspend its performance under this Agreement until it receives assurances from
the defaulting party, deemed adequate by the non-defaulting party, that the defaulting party will
cure its default and continue its performance under this Agreement;
(b)
Prior to issuance of the Certificate of Completion, cancel and rescind or terminate
this Agreement;
(c)
If the default occurs after issuance of the Certificate of Completion, the EDA may
suspend payments under the Note, subject to the provisions of section 8.3 of this Agreement; and
(d)
Take whatever action, including legal or administrative action, which may appear
necessary or desirable to the non-defaulting party to collect any payments due under this
Agreement, including reimbursement of the Redevelopment Assistance previously granted, or to
enforce performance and observance of any obligation, agreement, or covenant of the defaulting
party under this Agreement.
Section 8.3. Remedies after Certificate of Completion. The EDA may exercise its rights
under Section 8.2(c) only for the following Events of Default:
(1)
the Redeveloper fails to pay real estate taxes or special assessments on the
Redevelopment Property or Minimum Improvements or any part thereof when due and the taxes
or special assessments have not been paid, or provision satisfactory to the EDA made for their
payment, within 45 days after written demand by the EDA to do so; or
(2)
Agreement.

the Redeveloper takes or permits any action prohibited by section 6.1 of this
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Section 8.4. No Remedy Exclusive. No remedy conferred herein or reserved to the
parties is intended to be exclusive of any other available remedy or remedies, but each and every
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. 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. In order to entitle the EDA or the Redeveloper to
exercise any remedy reserved to it, it shall not be necessary to give notice, other than such notice
as may be required under Section 9.4 of this Agreement.
Section 8.5. No Additional Waiver Implied by One Waiver. In the event any covenant
or agreement contained in this Agreement should be breached by either party and thereafter
waived by the 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.
ARTICLE IX
Additional Provisions
Section 9.1. Conflict of Interests; Representatives Not Individually Liable. No member,
official, or employee of the EDA shall have any personal financial interest, direct or indirect, in
the Agreement, nor shall any such member, official, or employee participate in any decision
relating to the Agreement which affects his or her personal financial 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 EDA shall be personally liable to the
Redeveloper, or any successor in interest, in the event of any default or breach or for any amount
which may become due or on any obligations under the terms of this Agreement.
Section 9.2. Equal Employment Opportunity. The Redeveloper, for itself and its
successors and assigns, agrees that during the construction of the Minimum Improvements
provided for in this Agreement, it will comply with all applicable equal employment and
nondiscrimination laws and regulations.
Section 9.3. Restrictions on Use.
The Redeveloper agrees that through the
Termination Date it will use or allow the use of the Minimum Improvements for only such
purposes and uses as permitted under the City’s land use regulations and in compliance with the
City Approvals.
Section 9.4. Notices and Demands. Except as otherwise expressly provided in this
Agreement, any notice, demand, or other communication under the Agreement or any related
document by either party to the other shall be sufficiently given or delivered if it is dispatched by
registered or certified United States mail, postage prepaid, return receipt requested, or delivered
personally to:
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(a)

(b)

in the case of the Redeveloper:

DRS Investment VI LLC
5201 Eden Avenue, Suite 300
Edina, MN 55436
Attn: Doug Simek

and with a copy to:

Master Properties Minnesota LLC
Eiden Building - North Loop Gateway
201 West Broadway Avenue
Minneapolis, MN 55411
Attn: ___________________

in the case of the EDA:

South St. Paul Economic
Development Authority
125 Third Avenue North
South St. Paul, MN 55075
Attn: Executive Director

and with a copy to:

Kennedy & Graven, Chartered
470 U.S. Bank Plaza
200 South Sixth Street
Minneapolis, MN 55402
Attn: Ronald H. Batty

or at such other address with respect to either such party as that party may, from time to time,
designate in writing and forward to the other as provided in this section 9.4.
Section 9.5. Counterparts. This Agreement may be executed in any number of
counterparts, each of which shall constitute one and the same instrument.
Section 9.6. Disclaimer of Relationships. The Redeveloper acknowledges that nothing
contained in this Agreement nor any act by the EDA or the Redeveloper shall be deemed or
construed by the Redeveloper or by any third person to create any relationship of third-party
beneficiary, principal and agent, limited or general partner, or joint venture between the EDA
and the Redeveloper.
Section 9.7. Amendment.
agreement of the parties.

This Agreement may be amended only by the written

Section 9.8. Recording. The EDA intends to record this Agreement among the County
land records and the Redeveloper agrees to pay for the cost of recording same.
Section 9.9. Release and Indemnification Covenants. a) Except for any negligent act
of the following named parties, the Redeveloper hereby releases from and covenants and agrees
that the EDA, and its governing body members, officers, agents, servants, and employees (the
“Indemnified Parties”) shall not be liable for, and hereby agrees to indemnify and hold harmless
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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 Minimum Improvements.
b)
The aforesaid indemnification shall not apply to willful misrepresentation or any
willful or wanton misconduct or negligence of the EDA.
c)
Except for any negligent or willful act of the EDA, the Indemnified Parties shall
not be liable for any damage or injury to the persons or property of the Redeveloper or its
partners, officers, agents, servants or employees or any other person who may be about the
Redevelopment Property or Minimum Improvements due to any act of negligence of any person.
d)
The EDA hereby agrees to indemnify, protect and defend the Redeveloper, its
successors and assigns, now or forever, and hereby 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 any willful or wanton misconduct or negligence
of any Indemnified Party arising from this Agreement, the transactions contemplated hereunder,
and any way connected with or upon the Redevelopment Property or Minimum Improvements.
Section 9.10. Titles of Articles and Sections. Any titles of the several parts, articles, and
sections of this Agreement are inserted for convenience of reference only and shall be
disregarded in construing or interpreting any of its provisions.
Section 9.11. Governing Law; Venue. This Agreement shall be construed in accordance
with the laws of Minnesota. Any dispute arising from this Agreement shall be heard in the State
or federal courts of Minnesota, and all parties waive any objection to the jurisdiction thereof,
whether based on convenience or otherwise.
Section 9.12. Parking and Redevelopment Rights. (a) The EDA acknowledges that the
City adopted Resolution No. 2017-200 approving a Conditional Use Permit for the
Redevelopment Property along with submitted plans and engineer’s findings of fact which
included, among other things, 159 parking spaces. Current City code requires 136 parking stalls
for the Minimum Improvements, of which approximately 56 are provided on the Redevelopment
Property. The EDA recognizes that the Redevelopment Property relies upon adjacent parcels to
satisfy the additional City parking requirements. Those parcels include the unvacated right-ofway situated west of the Redevelopment Property and east of Veterans Memorial Drive (the
“Parking Parcel”), Tax Parcel 36-72850-06-142 located west and south of the Redevelopment
Property (“Parcel 1”), and Tax Parcel 36-72850-03-231 located south of the Redevelopment
Property (“Parcel 2”). Collectively, Parcel 1, Parcel 2 and the Parking Parcel are referred to
herein as the “Adjacent Parcels”). The EDA agrees that, in addition to supporting the objective
of the Conditional Use Permit issued by the City, provision of adequate parking for the
Redevelopment Property is necessary to allow revitalization of the Redevelopment Property and
that operating the Minimum Improvements in compliance with the City code is not possible
without the approximately 80 parking stalls provided by the Adjacent Parcels. Subject to the
terms of this Section 9.12, from and after the date of this Agreement until June 8, 2023, the EDA
will continue to provide parking over the Adjacent Parcels and Tax Parcel 36-72850-02-285
located to the east of Concord Exchange North (“Parcel 3”) on the terms set forth in that certain
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Lease dated June 8, 1973 between the Housing and Redevelopment Authority of the City of
South St. Paul and Northern Surety Company, as amended by Amendment to Lease dated June 2,
1992.
(b)
Notwithstanding anything in this Agreement to the contrary, and in recognition
that the Redevelopment Property and Minimum Improvements require adequate parking, the
EDA at all times shall make sufficient parking available for the Redevelopment Property to meet
City code requirements, as such exist from time to time. If the Redeveloper and the EDA have
not agreed on the terms of a redevelopment proposal for the Adjacent Parcels and Parcel 3 as
contemplated by subparagraph (c) below prior to expiration of the parking lease, such additional
parking shall be made available at Redeveloper’s option, either (1) by conveying fee title to an
appropriate portion of the Adjacent Parcels (but no portion of Parcel 3), or (2) by providing a
long-term parking lease over the necessary portion of the Adjacent Parcel at market rate. If all or
a portion of the Adjacent Parcels is conveyed by the EDA to the Redeveloper pursuant to this
subparagraph (b)(1), then Redeveloper shall either pay the EDA the fair market value of the
portion of the Adjacent Parcels conveyed or the EDA shall not be required to make the 2024 Tax
Increment payments to the Redeveloper specified in sections 3.3(d) and the Note which are
otherwise payable on February 1 and August 1, 2024, whichever is less. Until such time as the
Adjacent Parcels are conveyed to the Redeveloper, the EDA shall have the right to reconfigure
such parking from time to time within the Adjacent Parcels to allow for redevelopment of the
Adjacent Parcels consistent with the EDA’s goal to transition the Adjacent Parcels away from
surface parking, provided the reconfigured parking continues to meet the obligations of the EDA
as set forth herein and does not adversely affect the Redevelopment Property. The Redeveloper
agrees to work in good faith with the EDA to reconfigure parking on the Adjacent Parcels and
the Redevelopment Property to allow for redevelopment opportunities on the Adjacent Parcels.
Fair market value and market rate as used in this subparagraph (b) will be based on the value of
properties similarly situated.
(c)
From and after the effective date of this Agreement, the EDA and the
Redeveloper agree to work in good faith and with reasonable diligence to prepare a plan for
redevelopment of the Adjacent Parcels and Parcel 3. Both parties recognize that surface parking
is not a desirable long term land use and that they will benefit from redevelopment of the
Adjacent Parcels and Parcel 3 with uses which are consistent with the City’s comprehensive plan
and which compliment the Minimum Improvements, surrounding land uses and each other. The
Redeveloper and the EDA agree to negotiate in good faith for such redevelopment efforts. In
order to provide an opportunity for the Redeveloper and the EDA to prepare and refine a
mutually acceptable redevelopment proposal, the EDA agrees that the Redeveloper shall have
the first opportunity for such redevelopment rights for the first 36 months following the date of
this Agreement. This subclause (c) does not constitute a representation, warranty or covenant by
either party to achieve a specific result, but is an acknowledgement of the parties’ commitment to
work in good faith for future negotiations.
(d)
The EDA and the Redeveloper acknowledge that the existing skyway does not
provide a benefit to the Redevelopment Property or the Minimum Improvements. The
Redeveloper shall have the right to close the skyway within the Redevelopment Property and the
Redeveloper shall have no obligation to maintain or provide utilities to the skyway.
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IN WITNESS WHEREOF, the EDA and the Redeveloper have caused this Agreement to
be duly executed in their names and behalves on or as of the date first above written.
SOUTH ST. PAUL ECONOMIC
DEVELOPMENT AUTHORITY

By:
Its President

By:
Its Executive Director

STATE OF MINNESOTA
COUNTY OF DAKOTA

)
) ss.
)

The foregoing instrument as acknowledged before me this _____ day of ____________,
2018, by _______________________ and Ryan Garcia, the President and Executive Director,
respectively, of the South St. Paul Economic Development Authority, a public body corporate
and politic under the laws of Minnesota, on behalf of the Economic Development Authority.
____________________________________
Notary Public
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DRS INVESTMENT VI LLC

By:
Its:

By:
Its:

STATE OF MINNESOTA
COUNTY OF _________

)
) ss.
)

The foregoing instrument was executed before me this _____ day of _______________,
2018,
by
__________________________
and
_______________________,
the
_________________ and ________________, respectively, of DRS Investment VI LLC, a
Minnesota limited liability company, on behalf of the company.

____________________________________
Notary Public
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EXHIBIT A TO
REDEVELOPMENT AGREEMENT
LEGAL DESCRIPTION OF REDEVELOPMENT PROPERTY

That part of Blocks 3 and 6, and alley located between Blocks 3 and 6, all located in Stockyards
Rearrangement of Blocks 1 - 12, inclusive, of South St. Paul, according to the recorded plat,
Dakota County, Minnesota, described as follows:
Commencing at the most Northerly corner of Lot 1 of said Block 3; thence South 19 degrees 19
minutes 52 seconds East, assumed bearing along the Northeasterly boundary line of said Block 3,
a distance of 34.27 feet to the point of beginning of the parcel of land to be described; thence
continuing South 19 degrees 19 minutes 52 seconds East along said Northeasterly boundary line
of said Block 3, a distance of 260.79 feet; thence South 70 degrees 40 minutes 08 seconds West,
a distance of 45.00 feet; thence South 19 degrees 19 minutes 52 seconds East, a distance of 75.00
feet; thence South 70 degrees 40 minutes 08 seconds West, a distance of 124.00 feet; thence
North 19 degrees 19 minutes 52 seconds West, a distance of 337.11 feet; thence North 89
degrees 22 minutes 16 seconds East, a distance of 51.69 feet; thence North 63 degrees 25
minutes 46 seconds East, a distance of 121.01 feet to the point of beginning, except that part
taken for Pitt Street.
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EXHIBIT B TO
REDEVELOPMENT AGREEMENT
APPROVED PLANS

The following plans and sketches of the Minimum Improvements constitute the Approved Plans.
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EXHIBIT C TO
REDEVELOPMENT AGREEMENT
FORM OF
CERTIFICATE OF COMPLETION
WHEREAS, the South St. Paul Economic Development Authority, a public body corporate and
politic under the laws of Minnesota (the “EDA”), and DRS Investment VI LLC, a Minnesota limited
liability company (the “Redeveloper”), have entered into a certain Contract for Private Redevelopment
(the “Agreement”) dated the ____ day of ____________, 2018, and recorded in the office of the
___________ in Dakota County, Minnesota, as Document No. __________, which Agreement
contained certain covenants and restrictions regarding completion of the Minimum Improvements, as
defined in the Agreement; and
WHEREAS, the Redeveloper has performed said covenants and conditions in a manner
deemed sufficient by the EDA to permit the execution and recording of this certification.
NOW, THEREFORE, this is to certify that all construction of the Minimum Improvements
specified to be done and made by the Redeveloper has been completed and the _____ in Dakota
County, Minnesota, is hereby authorized to accept for recording and to record the filing of this
instrument, to be a conclusive determination of the satisfactory termination of the covenants and
conditions relating to completion of the Minimum Improvements.
Dated: _______________, 20__.
SOUTH ST. PAUL ECONOMIC
DEVELOPMENT AUTHORITY
By:
Its President
By:
Its Executive Director
STATE OF MINNESOTA
COUNTY OF _________

)
) ss.
)

The foregoing instrument as acknowledged before me this _____ day of ____________, 201__,
by _______________________ and ___________________, the President and Executive Director,
respectively, of the South St. Paul Economic Development Authority, a public body corporate and
politic under the laws of Minnesota, on behalf of the Economic Development Authority.
____________________________________
Notary Public
This document drafted by:
KENNNEDY & GRAVEN, CHARTERED (RHB)
470 U.S. Bank Plaza
200 South Sixth Street
Minneapolis, MN 55402
(612) 337-9300
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EXHIBIT D TO
REDEVELOPMENT AGREEMENT
FORM OF AUTHORIZING RESOLUTION
SOUTH ST. PAUL ECONOMIC DEVELOPMENT AUTHORITY

RESOLUTION NO. ______
RESOLUTION APPROVING THE ISSUANCE OF, AND PROVIDING
THE FORM, TERMS, COVENANTS AND DIRECTIONS FOR THE
ISSUANCE OF ITS TAXABLE TAX INCREMENT REVENUE NOTE,
SERIES 2018__ IN AN AGGREGATE PRINCIPAL AMOUNT NOT TO
EXCEED $1,000,000
BE IT RESOLVED BY the South St. Paul Economic Development Authority (the “EDA”),
as follows:
Section 1. Authorization; Award of Sale.
1.01. Authorization. The South St. Paul Housing and Redevelopment Authority (the
“HRA”) heretofore approved the establishment of Tax Increment Financing District No. 2 (the
“TIF District”) within the Concord Street Redevelopment Project Area (“Redevelopment
Project”), and adopted a tax increment financing plan for the purpose of financing certain
improvements within the Redevelopment Project. The EDA is the successor in interest to the
HRA and has authority over the TIF District and the Redevelopment Project.
Pursuant to Minnesota Statutes, Section 469.178, the EDA is authorized to issue and sell
its bonds for the purpose of financing a portion of the public development costs of the
Redevelopment Project. The bonds are payable from all or any portion of revenues derived from
the TIF District and pledged to the payment of the bonds. The EDA hereby finds and determines
that it is in the best interests of the EDA that it issue and sell its taxable Tax Increment Revenue
Note, Series 2018__ (the “Note”), in the aggregate principal amount of $1,000,000, for the
purpose of financing certain public costs of the Redevelopment Project.
1.02. Agreement Approved; Issuance, Sale and Terms of the Note. The EDA has
previously approved the Contract for Private Redevelopment (the “Agreement”) between the
EDA and DRS Investment VI LLC, a Minnesota limited liability company (the “Owner”), and
authorized the President and Executive Director to execute the Agreement. Pursuant to the terms
and conditions of the Agreement, the Note will be issued to the Owner. The Note will be dated
as of the date of delivery and will bear no interest. In exchange for the EDA’s issuance of the
Note to the Owner, the Owner will pay certain costs related to the Minimum Improvements (the
Qualifying Costs, as defined in the Agreement) pursuant to Section 3.3 of the Agreement. The
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Note will be delivered in the principal amount of $1,000,000 for reimbursement of the Owner’s
costs in accordance with the terms of Sections 3.3 and 3.4 of the Agreement.
Section 2.
Form of Note. The Note will be in substantially the following form, with
the blanks to be properly filled in and the principal amount and payment schedule adjusted as of
the date of issue:
UNITED STATE OF AMERICA
STATE OF MINNESOTA
DAKOTA COUNTY
SOUTH ST. PAUL ECONOMIC DEVELOPMENT AUTHORITY
No. R-1

$1,000,000
TAXABLE TAX INCREMENT REVENUE NOTE
SERIES 2018__
Date
of Original Issue

Rate
0%

__________, 2018

The South St. Paul Economic Development Authority (the “EDA”), for value received,
certifies that it is indebted and hereby promises to pay to DRS Investment VI LLC, or registered
assigns (the “Owner”), the principal sum of up to $1,000,000 as and to the extent set forth herein.
1.
Payments. Payment of principal amounts (“Payments”) will be paid beginning on
February 1, 2020, and each February 1 and August 1 thereafter until August 1, 2024 (“Payment
Dates”), in the amounts and from the sources set forth in Section 3 herein.
Payments are payable by mail to the address of the Owner or any other address as the
Owner may designate upon 30 days written notice to the EDA. Payments on this Note are
payable in any coin or currency of the United States of America which, on the Payment Date, is
legal tender for the payment of public and private debts.
2.

No Interest. The Note will bear no interest.

3.
Tax Increment. Payments on this Note are payable on each Payment Date in the
amount of and solely payable from “Tax Increment,” which will mean, on each Payment Date,
the Tax Increment attributable to the EDA’s Tax Increment Financing District No. 2 and paid to
the EDA by Dakota County, all as the terms are defined in the Contract for Private
Redevelopment between the EDA and Owner dated as of ______________, 2018 (the
“Agreement”). Tax Increment will not include any Tax Increment if, as of any Payment Date,
there is an uncured Event of Default by the Owner under the Agreement.
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The EDA will have no obligation to pay principal of this Note on any Payment Date from
any source other than Tax Increment, and the failure of the EDA to pay the entire amount of
principal on this Note on any Payment Date will not constitute a default hereunder as long as the
EDA pays principal hereon to the extent of Tax Increment and in accordance with this Note. The
EDA shall pay the Owner $100,000 on February 1, 2020 and $100,000 on August 1, 2020
regardless of the Market Value of the Redevelopment Property and Minimum Improvements. In
the years 2021, 2022, 2023 and 2024, payment under this Note shall be dependent on the Market
Value of the Redevelopment Property and the Minimum Improvements as of January 2 of the
previous year. By way of example, the amount payable under this Note in 2021 will be
dependent on the Market Value of the Redevelopment Property and the Minimum Improvements
as of January 2, 2020. Payments will be made in accordance with the following:
Market Value of Redevelopment
Property and Minimum
Improvements as of previous
January 2
Greater than $8,418,975
$7,500,000 - $8,418,975
$6,735,180 - $7,499,999
$6,000,000 - $6,735,179
Less than $6,000,000

Payment Amount
$200,000
$180,000
$160,000
$140,000
$0

Payment under this Note shall not exceed $200,000 per year. In any year in which the
Market Value of the Redevelopment Property and the Minimum Improvements is less than
$8,418,976 and the EDA’s payment under this Note is reduced accordingly, such reduction for
that year shall be permanent and the deficiency for that year shall not be made up in any
subsequent year. The EDA will have no obligation to pay unpaid balance of principal that may
remain after the final Payment on August 1, 2024. All payments under the Note shall be
subordinate to the EDA’s payments under the Previous Obligations.
4.
Defined Terms. All capitalized terms used in this Note which are not defined
herein shall have the same meaning as given to them in the Agreement unless the context clearly
indicates to the contrary.
5.
Suspension of Payment for Default. At the EDA’s option, the EDA’s obligation
to make any payments under this Note will be suspended upon the occurrence of an Event of
Default on the part of the Redeveloper as defined in Section 8.1 of the Agreement, but only if the
Event of Default has not been cured in accordance with Section 8.2 of the Agreement.
6.
Nature of Obligation. This Note is a single note in the total principal amount of
$1,000,000 issued to aid in financing certain public costs of a Redevelopment Project undertaken
by the EDA pursuant to Minnesota Statutes, Sections 469.001 through 469.047, as amended, and
is issued pursuant to an authorizing resolution (the “Resolution”) duly adopted by the EDA on
______________, 2018, pursuant to and in full conformity with the Constitution and laws of the
State of Minnesota, including Minnesota Statutes, Sections 469.174 to 469.179, as amended.
This Note is a limited obligation of the EDA which is payable solely from Tax Increment and is
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subject to such restrictions and limitations outlined in the Agreement and herein. This Note will
not be deemed to constitute a general obligation of the State of Minnesota or any political
subdivision thereof, including, without limitation, the EDA or the city of South St. Paul. Neither
the State of Minnesota, nor any political subdivision thereof will be obligated to pay the principal
of this Note or other costs incident hereto except out of Tax Increment, and neither the full faith
and credit nor the taxing power of the State of Minnesota or any political subdivision thereof is
pledged to the payment of the principal of this Note or other costs incident hereto.
7.
Estimated Tax Increment Payments. Any estimates of Tax Increment prepared by
the EDA or its financial advisors in connection with the TIF District or the Agreement are solely
for the benefit of the EDA, and are not intended as representations on which the Owner may rely.
THE EDA MAKES NO REPRESENTATION OR WARRANTY THAT THE TAX
INCREMENT WILL BE SUFFICIENT TO PAY THE PRINCIPAL OF THIS NOTE.
8.
Registration and Transfer. As provided in the Resolution, and subject to certain
limitations set forth herein, this Note is issuable only as a fully registered note without coupons.
This Note is transferable upon the books of the EDA kept for that purpose at the principal office
of the Executive Director of the EDA as Registrar, by the Owner hereof in person or by the
Owner’s attorney duly authorized in writing, upon surrender of this Note together with a written
instrument of transfer satisfactory to the EDA, duly executed by the Owner. Upon the transfer or
exchange and the payment by the Owner of any tax, fee, or governmental charge required to be
paid by the EDA with respect to the transfer or exchange, there will be issued in the name of the
transferee a new Note of the same aggregate principal amount and maturing on the same dates.
This Note may be transferred, assigned or pledged without the approval of the EDA;
provided that this Note will not be transferred to any person other than an affiliate, or other
related entity, of the Owner unless the EDA has been provided with an investment letter in a
form substantially similar to the investment letter submitted by the Owner or a certificate of the
transferor, in a form satisfactory to the EDA, that the transfer is exempt from registration and
prospectus delivery requirements of federal and applicable state securities laws.
Notwithstanding anything to the contrary in this Note, in no event will a lender providing funds
to the Redeveloper and taking an assignment of the Note as security for such funds be required to
sign an investment letter at either the time of execution of an assignment or transfer of the Note
as a result of the assignment. The holder of the Note may be different than the Owner of the
Redevelopment Property.
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 exist, to happen,
and to be performed in order to make this Note a valid and binding limited obligation of the EDA
according to its terms, have been done, do exist, have happened, and have been performed in due
form, time and manner as so required.
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IN WITNESS WHEREOF, the board of commissioners of the South St. Paul Economic
Development Authority, has caused this Note to be executed with the manual signatures of its
President and Executive Director, all as of the Date of Original Issue specified above.
SOUTH ST. PAUL ECONOMIC
DEVELOPMENT AUTHORITY

President

Executive Director

REGISTRATION PROVISIONS
The ownership of the unpaid balance of the within Note is registered in the bond register
of the Executive Director of the EDA, in the name of the person last listed below.

Date of Registration Registered Owner

Signature of EDA Executive Director

DRS Investment VI LLC

Federal Tax ID #___________
[End of Form of Note]
Section 3.

Terms, Execution and Delivery.

3.01. Denomination, Payment. The Note will be issued as a single typewritten note
numbered R-1.
The Note will be issuable only in fully registered form. Principal of the Note will be
payable by check or draft issued by the Registrar described herein.
3.02. Dates. Principal of the Note will be payable by mail to the owner of record
thereof as of the close of business on the fifteenth day of the month preceding the Payment Date,
whether or not the day is a business day.
3.03. Registration. The EDA hereby appoints the Executive Director to perform the
functions of registrar, transfer agent and paying agent (the “Registrar”). The effect of
registration and the rights and duties of the EDA and the Registrar with respect thereto will be as
follows:
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(a)
Register. The Registrar will keep at his office a bond register in which the
Registrar will provide for the registration of ownership of the Note and the registration of
transfers and exchanges of the Note.
(b)
Transfer of Note. Upon surrender for transfer of the Note duly endorsed by the
registered owner thereof or accompanied by a written instrument of transfer, in form reasonably
satisfactory to the Registrar, duly executed by the registered owner thereof or by an attorney duly
authorized by the registered owner in writing, the Registrar will authenticate and deliver, in the
name of the designated transferee or transferees, a new Note of a like aggregate principal amount
and maturity, as requested by the transferor. Notwithstanding the foregoing, the Note will not be
transferred to any person other than an affiliate, or other related entity, of the Owner unless the
EDA has been provided with an investment letter in a form substantially similar to the
investment letter submitted by the Owner or a certificate of the transferor, in a form satisfactory
to the EDA, that the transfer is exempt from registration and prospectus delivery requirements of
federal and applicable state securities laws. The Registrar may close the books for registration of
any transfer after the fifteenth day of the month preceding each Payment Date and until the
Payment Date.
(c)
Cancellation. The Note surrendered upon any transfer will be promptly cancelled
by the Registrar and thereafter disposed of as directed by the EDA.
(d)
Improper or Unauthorized Transfer. When the Note is presented to the Registrar
for transfer, the Registrar may refuse to transfer the same until he is satisfied that the
endorsement on the Note or separate instrument of transfer is legally authorized. The Registrar
will incur no liability for his refusal, in good faith, to make transfers which he, in his judgment,
deems improper or unauthorized.
(e)
Persons Deemed Owners. The EDA and the Registrar may treat the person in
whose name the Note is at any time registered in the bond register as the absolute owner of the
Note, whether the Note is overdue or not, for the purpose of receiving payment of, or on account
of, the principal of the Note and for all other purposes, and all the payments so made to any
registered owner or upon the owner’s order will be valid and effectual to satisfy and discharge
the liability of the EDA upon the Note to the extent of the sum or sums so paid.
(f)
Taxes, Fees and Charges. For every transfer or exchange of the Note, the
Registrar may impose a charge upon the owner thereof sufficient to reimburse the Registrar for
any tax, fee, or other governmental charge required to be paid with respect to the transfer or
exchange.
(g)
Mutilated, Lost, Stolen or Destroyed Note. In case the Note becomes mutilated or
is lost, stolen, or destroyed, the Registrar will deliver a new Note of like amount, maturity dates
and tenor in exchange and substitution for and upon cancellation of the mutilated Note or in lieu
of and in substitution for the Note lost, stolen, or destroyed, upon the payment of the reasonable
expenses and charges of the Registrar in connection therewith; and, in the case the Note lost,
stolen, or destroyed, upon filing with the Registrar of evidence satisfactory to it that the Note was
lost, stolen, or destroyed, and of the ownership thereof, and upon furnishing to the Registrar of
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an appropriate bond or indemnity in form, substance, and amount satisfactory to it, in which both
the EDA and the Registrar will be named as obligees. The Note so surrendered to the Registrar
will be cancelled by him and evidence of the cancellation will be given to the EDA. If the
mutilated, lost, stolen, or destroyed Note has already matured or been called for redemption in
accordance with its terms, it will not be necessary to issue a new Note prior to payment.
3.04. Preparation and Delivery. The Note will be prepared under the direction of the
Executive Director and will be executed on behalf of the EDA by the signatures of its President
and Executive Director. In case any officer whose signature appears on the Note ceases to be the
officer before the delivery of the Note, the signature will nevertheless be valid and sufficient for
all purposes, the same as if the officer had remained in office until delivery. When the Note has
been so executed, it will be delivered by the EDA to the Owner following the delivery of the
necessary items delineated in Section 3.4 of the Agreement.
Section 4. Security Provisions.
4.01. Pledge. The EDA agrees to pay the principal of the Note from Tax Increment as
defined in the Note. Tax Increment will be applied to payment of the principal of the Note in
accordance with the terms of the form of Note set forth in Section 3 of this resolution. The
EDA’s use of Tax Increment for payment of Note is subordinate to the Previous Obligations and
is subject to the Market Value of the Redevelopment Property and Minimum Improvements
4.02. Bond Fund. Until the date the Note is no longer outstanding and no principal
thereof (to the extent required to be paid pursuant to this resolution) remains unpaid, the EDA
will maintain a separate and special “Bond Fund” to be used for no purpose other than the
payment of the principal of the Note. The EDA irrevocably agrees to appropriate to the Bond
Fund in each year Tax Increment which is not otherwise obligated. Any Tax Increment
remaining in the Bond Fund will be transferred to the EDA’s account for the TIF District upon
the payment of all principal to be paid with respect to the Note.
Section 5.

Certification of Proceedings.

5.01. Certification of Proceedings. The officers of the EDA are hereby authorized and
directed to prepare and furnish to the Owner of the Note certified copies of all proceedings and
records of the EDA, and the other affidavits, certificates, and information as may be required to
show the facts relating to the legality and marketability of the Note as the same appear from the
books and records under their custody and control or as otherwise known to them, and all the
certified copies, certificates, and affidavits, including any heretofore furnished, will be deemed
representations of the EDA as to the facts recited therein.
Section 6. Effective Date. This resolution will be effective upon execution by the
President and Executive Director following authorization by the board of commissioners of the
EDA.
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Adopted by the board of commissioners of the South St. Paul Economic Development Authority,
this ____ day of ________, 201___.

President

Executive Director
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EXHIBIT E TO
REDEVELOPMENT AGREEMENT
FORM OF INVESTMENT LETTER

To the South St. Paul Economic Development Authority (the “EDA”)
Attention: Executive Director
Dated: __________________, 201__
Re:

$1,000,000 Taxable Tax Increment Revenue Note (Concord Street Redevelopment Project)

The undersigned, as Purchaser of $1,000,000 in principal amount of the above-captioned
Taxable Tax Increment Revenue Note (Concord Street Redevelopment Project) (the “Note”),
approved by the Board of Commissioners of the South St. Paul Economic Development Authority on
______________, 201__, hereby represents to you and to Kennedy & Graven, Chartered, Minneapolis,
Minnesota, as legal counsel to the EDA, as follows:
1.
We understand and acknowledge that the Note is delivered to the Purchaser on this date
pursuant to the Contract for Private Redevelopment by and between the EDA and the Purchaser dated
__________________, 2018 (the “Agreement”).
2.
The Note is payable as to principal solely from Tax Increment from the EDA’s Tax
Increment Financing District No. 2, subject to the limitations contained in the Note and the Agreement.
3.
We have sufficient knowledge and experience in financial and business matters,
including purchase and ownership of municipal obligations, to be able to evaluate the risks and merits
of the investment represented by the purchase of the above-stated Note.
4.
We acknowledge that no offering statement, prospectus, offering circular or other
comprehensive offering document or disclosure containing material information with respect to the
EDA and the Note has been issued or prepared by the EDA, and that, in due diligence, we have made
our own inquiry and analysis with respect to the EDA, the Note and the security therefor, and other
material factors affecting the security and payment of the Note.
5.
We acknowledge that we have either been supplied with or have access to information,
including financial statements and other financial information, to which a reasonable investor would
attach significance in making investment decisions, and we have had the opportunity to ask questions
and receive answers from knowledgeable individuals concerning the EDA, the Note and the security
therefor, and that as reasonable investors we have been able to make our decision to purchase the
above-stated Note.
6.
We have been informed that the Note (i) is not being registered or otherwise qualified
for sale under the “Blue Sky” laws and regulations of any state, or under federal securities laws or
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regulations, (ii) will not be listed on any stock or other securities exchange, and (iii) will carry no
rating from any rating service.
7.
We acknowledge that the EDA and Kennedy & Graven, Chartered, as legal counsel to
the EDA, have not made any representations or warranties as to the status of the Note for the purpose
of federal or state income taxation.
8.
We represent to you that we are purchasing the Note for our own account and not for
resale or other distribution thereof, except to the extent provided in the Note or as otherwise approved
in writing by the EDA.
9.
All capitalized terms used herein have the meaning provided in the Agreement unless
the context clearly requires otherwise.
10.

The Purchaser’s federal tax identification number is __________________.

11.

We acknowledge receipt of the Note on the date hereof.

IN WITNESS WHEREOF, the undersigned has executed this Investment Letter as of the date
and year first written above.
DRS INVESTMENT VI LLC

By:
Its:

By:
Its:

STATE OF MINNESOTA
COUNTY OF _________

)
) ss.
)

The foregoing instrument was executed before me this _____ day of _______________, 2018,
by __________________________ and _______________________, the _________________ and
________________, respectively, of DRS Investment VI LLC, a Minnesota limited liability company,
on behalf of the companies.
____________________________________
Notary Public
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Memo
To:

Ryan Garcia, Economic Development Manager, City of South St. Paul

From:

James Lehnhoff & Jason Aarsvold, Ehlers

Date:

December 11th, 2017

Subject:

161 Concord Exchange – Apartment Analysis

The City of South St. Paul (the “City”) requested that Ehlers review the development pro forma
and request for financial assistance from Simek Reality LLC (the “Developer”) for their proposal
to convert the existing office building at 161 Concord Exchange into 67 market rate apartments
(the “Project’). The total development cost is approximately $10.07 million. The Developer has
requested $1.98 million in assistance from the City, which includes a $150,000 grant, $830,000
of up-front TIF assistance, and $1,000,000 of TIF assistance provided over a five-year period.
The Developer also expects to apply for $250,000 of grant assistance from the Metropolitan
Council and/or Dakota County.
The purpose of the analysis is to determine if the project demonstrates a financial gap and, if so,
is the requested assistance necessary to achieve financial feasibility. We have reviewed the
project based on general industry standards for construction, land, and project costs; market
rate rents; operating expenses; developer fees; underwriting and financing criteria; and, cash
flow. Based on this detailed pro forma analysis, the Project does demonstrate a financing gap
and the proposed assistance package is generally reasonable to achieve financial feasibility.
Pro Forma Analysis
The Project’s summary permanent sources and uses include:
SOURCES
First Mortgage
TIF Assistance (equal payments over five years)
Private Equity
City Grant
Met Council/Dakota County
TIF Assistance (up-front)
TOTAL SOURCES

Amount
6,744,482
1,000,000
1,093,253
150,000
250,000
830,000
10,067,735

Pct.
67%
10%
11%
1%
2%
8%
100%

Per Unit
100,664
14,925
16,317
2,239
3,731
12,388
150,265

Amount
900,000
7,852,425
600,542
421,533
293,235
10,067,735

Pct.
8.9%
78.0%
6.0%
4.2%
2.9%
100%

Per Unit
13,433
117,200
8,963
6,292
4,377
150,265

USES
Acquisition Costs
Construction Costs
Professional Services
Financing Costs
Developer Fee
TOTAL USES
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1. Acquisition Costs: The acquisition cost of $13,433 per unit are within the typical range
of $5,000 to $15,000 per unit found in other residential projects. Because this project is
an adaptive reuse of an existing structure, the per unit acquisition cost is on the higher
end of the range because the existing building has value.
2. Construction Costs: Adaptive reuse projects tend to have more variability in
construction costs because existing buildings can have a wide range of physical
conditions and limitations for new uses. However, adaptive reuse construction costs are
generally less than new construction because a developer is able to reuse the existing
building shell. The total construction costs of $113,630 per unit is reasonable for this
type of project. By comparison, new apartment construction costs are generally in the
$130,000 to $180,000 range depending on project specific factors (e.g. amenities,
height, parking type).
3. Developer Fee: The requested developer fee is 2.9% of total development costs. The
typical range in multifamily projects is 2% to 5% of costs. The relatively lower developer
fee suggests that the Developer is working to minimize the financing gap.
4. Total Development Costs: The $150,265 per unit total development costs (TDC) are
reasonable. Construction costs tend to make up the bulk of the TDC and since adaptive
reuse construction costs are more variable than new construction, the TDC per unit is
also more variable. By comparison, new construction projects tend to range from
$180,000 to $230,000 per unit depending on location, amenities, finishes, and parking
type, etc.
5. Rents: The Project includes 67 apartments with a mix of studio, one-bedroom, and twobedroom units:
Unit Type
Studio
1BR
2BR

Unit
Count
7
56
4

Monthly
Rent
$895
$1,026
$1,460

Size
Sq. Ft.
547
646
935

Rent/
Sq. Ft.
$1.64
$1.59
$1.56

The average per square foot rent is $1.59, which is reasonable for this type of project.
The amenities are relatively minimal compared to other new construction buildings in the
region, and there are few comparable buildings in that area to justify higher rents. Many
other buildings in that area have rents ranging from $1.00 to $1.20 per square foot. The
proposed rents may be initially pushing the market.
6. Operating Expenses: The operating expenses of $1,582 per unit per year (before
management fees, property taxes, and replacement reserves) are well below the typical
market range of $3,500 to $4,500 per unit per year. The lower than average expenses
may partially reflect the basic level of amenities and a slim operating margin.
Alternatively, if the expenses were higher, it would reduce the amount of debt the project
could carry thereby increasing the project’s financing gap. The proposed management
fees of 4.1% of effective gross income (EGI) is reasonable for the product type—typical
range is 3% to 5% of EGI. However, the budget submitted by the Developer included
only $50 per unit per year (PUPY) deposit to replacement reserves. For this analysis, the
replacement reserve deposit was increased to $200 PUPY. Apartment developments
typically have reserve deposits in the amount of $200 to $450 PUPY depending on their
financing requirements and building condition. We recommend the Developer include a
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higher deposit to replacement reserve to help ensure long-term asset value and
maintenance.
7. Financing Structure: The Developer is evaluating mortgage options with the most likely
scenario being a permanent mortgage with a 30-year amortization and 4.15% interest
rate, both of which reflect competitive debt financing terms. The Developer is expected
to provide at least $1.09 million in private equity (developer equity may be higher during
the construction phase with a shorter-term construction loan, which may result in slightly
lower investment returns).
8. Returns/Cash Flow: Without the proposed TIF and grant assistance from the City, the
projected 2.8% cash-on-cash return at stabilization (year 3) is below industry standards.
Market rate multi-family projects must typically generate a 10% cash-on-cash return to
raise private equity and secure conventional financing. With the proposed financing
package, the project is anticipated to achieve a cumulative cash-on-cash return of 9.1%.
Except for the lower than average operating expenses and replacement reserves, the pro forma
assumptions are generally reasonable and within industry standards for this type of project.
Moreover, the project demonstrates a financing gap. Based on our analysis, “but for” the
proposed TIF and grant assistance, the proposed project would not reasonably be expected to
occur in the foreseeable future.
For market rate projects receiving local financial assistance, we recommend including “look
back” provisions in the development agreement. The purpose of the “look back” is to verify cost
and financing assumptions after completion to ensure that the financial assistance was not more
than necessary to achieve financial feasibility and/or produce an above-market return.

Please contact either of us at 651-697-8500 with any questions.

6-B

6-B

36-72850-06-142 (HRA - 9/2017 resolution to
convey to City?)

36-72850-08-022 (City)

36-72850-03-231 (EDA)

36-72850-08-120 (HRA)
36-72850-07-110 (HRA – Nan McKay Bldg)

36-72850-02-285 (HRA – 4/2017 resolution
to convey to EDA?)

Gap?

Appears to be Pitt Street R/W

161 Concord
Exchange North

Leased Parking
Until 6/2023

Leased Parking
Until 6/2023

EDA Agenda Item Report
Date: January 8, 2018
EDA Executive Director: _________

6-C

Agenda Item: Authorization for South St. Paul Police Department to utilize 820 Southview Blvd. for
training purposes on January 17, 2018
Action to be considered:
Following discussion, motion to authorize the South St. Paul Police Department and Dakota County
Multi-Agency Assistance Group (MAAG) to utilize EDA-owned property at 820 Southview Boulevard
for a training session on January 17, 2018
Overview:
The City of South St. Paul is a party to a Joint Powers Agreement, signed most recently in 2015,
establishing the Dakota County Multi-Agency Assistance Group (MAAG). The purpose of this JPA is
to coordinate efforts to develop and provide joint response to critical incidents or high risk entries where
there is a risk of criminal violence within and outside of the jurisdiction of the parties to the agreement.
In furtherance of this mission, MAAG trains monthly in locations throughout Dakota County to prepare
team members for the real life situations they may be called upon to assist and resolve. During the
warm weather months, much of this training is focused on outdoor exercises while during the cold
weather months, this training transitions to interior locations and the challenges they present.
Historically, MAAG team members identify vacant commercial or residential property within their
service area and work with the property owner to secure permission to use the property. MAAG has
conducted past training exercises in multiple buildings in South St. Paul.
On January 18th, MAAG intends to train on hostage rescue and high risk warrant service, both of which
require a physical structure to train in. Team members have searched their respective service areas and
have identified 820 Southview Blvd as a potential training location which would assist in accomplishing
their training goals. MAAG Command Staff has reported that their training objectives should result in
no damage to the property and it would be left in the condition it was found in.
If granted permission, police department staff would take steps to notify the community in advance of
the training to minimize community concern. Training hours begin at 12:00 pm and conclude prior to
10:00 pm, ensuring compliance with applicable ordinances.
Funding Sources and other fiscal considerations:
N/A

EDA Agenda Item Report
Date: January 8, 2018
EDA Executive Director: _________

6-D

Agenda Item: Election of Officers
Action to be considered:
Motion to elect officers.
Overview:
All members of the EDA are considered Commissioners and are members of the EDA Board. Per its
Bylaws, the EDA Board has the following officers, which must be elected on an annual basis:
President
Vice-President
Treasurer
Assistant Treasurer
Secretary
The President and Treasurer positions are to be held by the Mayor (Bylaws Sections 2.2 and 2.4). The
Secretary and Assistant Treasurer positions need not be held by a commissioner (Bylaws Section 2.1).
The Bylaws (Section 2.5) also suggest that the Assistant Treasurer of the Board be the City’s Finance
Director. Thus, staff recommends that the EDA call for nominations inkeeping with the EDA
Bylaws, unless there is a desire to reassign the Secretary (currently Community Development Specialist
Edie Kleinboehl) or Assistant Treasurer positions (currently Finance Director Michelle Pietrick).
Funding Sources and other fiscal considerations:
N/A

