CITY OF GRAND RAPIDS

g Meeting Agenda Full Detail

GRAND RAPIDS
City Council

15 I8 MINGNESCITAS MATLIRE

Monday, March 2, 2020 7:30 AM Conference Room 2A

CALL TO ORDER: Pursuant to due notice and call thereof a Special Meeting of the
Grand Rapids City Council was held on Monday, March 2, 2020 at 7:30 a.m. in City Hall
Conference Room 2A, 420 North Pokegama Avenue, Grand Rapids, Minnesota.

CALL OF ROLL

COMMUNITY DEVELOPMENT

20-0972 Consider approval of a resolution approving an Assignment of Tax Increment Financing
and Subordination Agreement between the City, Grand Rapids Sawmill Redevelopment,
LLC and American Bank of the North

Attachments:  Assignment and Subordination.pdf

640368-v1-Crand Rapids Sawmill Revelopment Resolution Approving Assidnime

ADJOURNMENT

Attest: Kimberly Gibeau, City Clerk
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3/2/2020 1 City Council

Consider approval of a resolution approving an Assignment of Tax Increment Financing and Subordination Agreement
between the City, Grand Rapids Sawmill Redevelopment, LLC and American Bank of the North
Background Information:

The City of Grand Rapids has approved the establishment of a Tax Increment Financing District for the purpose of
financing certain costs associated with the redevelopment of the former Sawmill Inn, in accordance with the Contract for
Private Development (Contract), dated September 14, 2018, with Rebound Hospitality, LLC (Rebound). In January of
2019, the City approved an assignment of the Contract to Grand Rapids Sawmill Redevelopment, LLC (the Redeveloper),
a company formed by Rebound for this project.

American Bank of the North has agreed to provide financing for the project, which includes among other things the
construction of public infrastructure and a new hotel. American Bank and the Redeveloper have asked that the City enter
into the attached Assignment of Tax Increment Financing and Subordination Agreement, which will assign the rights of
the Redeveloper under the Contract and TIF Note to the Bank.

Requested City Council Action
Pass a motion adopting a resolution approving an Assignment of Tax Increment Financing and Subordination Agreement
between the City, Grand Rapids Sawmill Redevelopment, LLC and American Bank of the North
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ASSIGNMENT OF TAX INCREMENT FINANCING
AND SUBORDINATION AGREEMENT

This ASSIGNMENT OF TAX INCREMENT FINANCING AND SUBORDINATION
AGREEMENT (“Assignment”) is effective as of 2020, by and between GRAND
RAPIDS SAWMILL REDEVELOPMENT, LLC, a Minnesota limited liability company, its
successors and assigns (“Developer”), whose address is 527 Professional Drive, Northfield,
Minnesota 55057, AMERICAN BANK OF THE NORTH, a Minnesota banking corporation
(“Lender”), whose address is 1215 South Pokegama Avenue, Grand Rapids, Minnesota 55744;
and the CITY OF GRAND RAPIDS, a municipal corporation and political subdivision of the
State of Minnesota (the “City”), whose address is 420 North Pokegama Avenue, Grand Rapids,
Minnesota 55744.

PRELIMINARY RECITALS

A. Developer is undertaking a project in the City of Grand Rapids, Minnesota (the
“City”) on the land described in Exhibit A hereto, consisting of the demolition of a building and
the construction of a hotel containing approximately 82 rooms within the Project Area (as
defined in the Contract), to be owned and operated by the Developer (the “Project”).

B. The Project is within Tax Increment Financing District No. 1-11 (the “TIF
District”) created by the City.

C. The City and the Developer have entered into that certain Contract for Private
Redevelopment dated as of September 24, 2018 (the “Contract”), originally between Rebound
Hospitality, LLC and the City and assigned to Developer through that certain Assignment and
Assumption of Contract for Private Development dated January 28, 2019 by and between
Rebound Hospitality, LLC and Developer setting forth the City’s agreement to provide certain
tax increment payments derived from the TIF District to reimburse Developer for a portion of the
capital costs of the Project (the “Tax Increment Financing™) as consideration for construction of
the Project.

D. In order to further evidence the Tax Increment Financing upon satisfaction of the
conditions set forth in the Contract, the City will issue and deliver to Developer a Tax Increment
Revenue Note in the maximum principal amount of One Million Two Hundred Fifty Thousand
Dollars ($1,250,000) (the “TIF Note” and together with the Contract and any and all
amendments and documents related to the foregoing, the “TIF Documents”). The TIF Note
bears interest and is payable as to principal from 90% of the tax increments derived from the TIF
District, and which have been received by the City in the 6-month period preceding each
payment date on the TIF Note in accordance with the provisions of Minnesota Statutes, Section
469.177 (the “Tax Increment”).

E. The Lender has made or will make credit advances to the Developer pursuant to
the following:

1. a Promissory Note dated February 25, 2020, from Developer to Lender in
the original principal amount of $3,024,000 (the “Note”),



il. a Construction Loan Agreement dated February 25, 2020, between
Developer and Lender (the “Loan Agreement,” and together with this Assignment, the
“Loan Documents”) establishing the terms and conditions of a loan to the Developer by
the Lender of the proceeds of the Note (the “Loan”) to finance a portion of the costs of
the Project

iii. a Construction Mortgage dated February 25, 2020 from Borrower to the
Lender (as the same may be amended from time to time, the “Mortgage” and together
with the Loan Agreement, the “Loan Documents”);

iv. an Assignment of Rents dated February 25, 2020 from the Borrower to the
Lender, as the same may be amended from time to time; and

v. personal guaranty of the owner of the Developer dated February 25, 2020.

F. Lender requires as a condition precedent to Lender making advances under the
Note that (i) Developer assign its rights and interests under the Contract and the Tax Increment
Financing to Lender, and (ii) the City subordinate its rights under the Contract to the Note and
the Loan Documents as provided herein.

G. Developer has agreed to execute and deliver this Assignment to Lender as
security for repayment of the Loan and the Note, and the City has agreed to subordinate certain
rights under the Contract to the Note and the Loan Documents.

NOW, THEREFORE, in consideration of the above recitals, and for other good and
valuable consideration, the receipt of which is hereby acknowledged, the parties agree as
follows:

1. Assienment of TIF.

A. Developer transfers, assigns and grants a security interest in, pledges, and
conveys, to Lender all right, title and interest of Developer, if any, in and to the Tax Increment
Financing and the TIF Documents (and together with the Loan Documents, the “Documents”),
provided Lender does not assume any obligations under the TIF Documents unless and until
Lender assumes such obligations in writing, provides written notice thereof to the City and the
TIF Note is reregistered in the name of the Lender, together with the immediate and continuing
right to receive and collect all amounts due or to become due thereunder and all other rights
which may derive from or accrue thereunder and the right to amend, cancel, modify, alter or
surrender the TIF Documents for the purpose of securing the following (hereinafter collectively
referred to as the “Indebtedness Secured Hereby”):

1. payment of the indebtedness evidenced by and performance of the terms
and conditions of the Note and the Loan Documents;

il. payment of all other sums with interest thereon becoming due and payable
to Lender hereunder and under the Note and the Loan Documents;



iil. performance and discharge of each and every obligation, covenant and
agreement of Developer herein and in the Note, the Loan Documents and the TIF
Documents, to the extent assigned hereunder.

B. Developer constitutes and appoints the Lender its irrevocable attorney-in-fact to
enforce all rights, title and interest of the Developer under the TIF Documents, to collect and
receive any debts or obligations related thereto, and to satisfy the Contract as same might or
could have done were this Assignment not executed, and covenants with the Lender that the
Developer has good right to sell, assign and transfer the same.

2. Present Pledge and Assignment.

A. This Assignment shall constitute a perfect, absolute and present pledge and
assignment in connection with which Developer shall have delivered to Lender the TIF Note
assigned and endorsed to Lender as provided in the following sentence. Immediately upon the
issuance of the TIF Note by the City, the Developer shall execute and deliver to Lender the
Allonge Endorsement to Note in the form attached hereto as Exhibit B to be attached to the TIF
Note and the TIF Note will be delivered to the Lender.

B. So long as no default has occurred under the Loan Documents or this Assignment,
Developer may collect the semi-annual payments under the TIF Note. From and after the
occurrence of an Event of Default (as defined herein) and upon notice to the City and the
reregistration of the TIF Note in the name of the Lender, all payments on the Tax Increment
Financing shall be paid directly to Lender to be held and applied by Lender as provided herein
and in the Loan Agreement. Provided that the City has received the tax increments from Itasca
County, such payments shall be made by the City whether or not Developer’s real estate taxes
have been timely paid.

C. If Developer should receive any payments on the TIF Note or otherwise under the
Tax Increment Financing at any time after the occurrence of an Event of Default, Developer shall
immediately deposit such payments with Lender to be held and applied in accordance with the
Loan Agreement and this Assignment.

D. If Developer and Lender make inconsistent demands on the City for payment
under the TIF Note, or otherwise challenge the appropriate party to which payment is to be
made, Developer and Lender expressly agree and authorize the City to pay to Lender the
disputed amount. Upon the making of any such payment to Lender, the City’s obligation with
respect to the making of such payment will be deemed fully satisfied.

3. Subordination of Contract. The City agrees and acknowledges that the Note and
the Loan Documents, and all advances made thereunder and accrued interest thereon are senior
and prior to the Contract. Therefore, the City agrees to subordinate, and subordinates any and all
liens, security interests and restrictive covenants, if any, included in the Contract to any and all
liens, security interests and restrictive covenants, if any, securing repayment of the Note or
created by the Loan Documents; provided, however, that the agreements in this Section 3 will
not limit or otherwise affect the City’s exercise of its remedies set forth in Section 4.4 of the
Contract prior to the issuance by the City of a certificate of occupancy for the Project. Without




limiting the foregoing, the City agrees that, in the event of any insured loss and/or condemnation
award on or for the Project, the City shall attorn solely to the act and decision of Lender which
shall be made as set forth in the Loan Documents in collecting, settling for and paying any and
all insurance/awards made to or associated with the Project, except to the extent that such
amounts are applicable to payment of the City’s administrative fees relating to the TIF District.
Nothing herein shall be construed as subordinating the requirement in the Contract that the
Property be used in accordance with the provisions of Section 10.3 of the Contract or as
subordinating the City’s rights under the TIF Note and the Contract to terminate or suspend
payments under the TIF Note.

4. Warranties. Developer covenants, warrants and agrees that:

A. Upon issuance, it will be the true and lawful, absolute owner of the TIF
Note free and clear from any and all liens, security interest, encumbrances or other right,
title or interest of any other person, firm or corporation;

B. It has the full right and title to assign and pledge the Tax Increment
Financing and its interest in the TIF Documents; there are no outstanding claims,
assignments or pledges thereof, other than as set forth hereinabove; there are no existing
defaults under the TIF Documents on the part of the parties hereto; and it has fully
complied with and is not in default with regard to the TIF Documents.

C. The TIF Documents shall not be amended, altered, cancelled, modified or
surrendered without the prior written consent of Lender.

D. It is in material compliance with the terms, conditions and provisions of
the Contract.

E. No default by either Developer or the City exists under the terms of the
TIF Note or Contract.

F. The maturity date of the TIF Note is the earliest to occur of payment in
full of the principal amount of the TIF Note, termination of the Contract, expiration of the
TIF District, or February 1, 2047.

G. The Contract remains in full force and effect.

H. There are no defenses, setoffs or counterclaims against or with regard to
the TIF Note or the Contract or the indebtedness evidenced thereby. The TIF Note is a
valid and enforceable obligation of the City and Developer in accordance with its terms.

5. Performance under the TIF Documents. Developer shall (a) enforce or secure the
performance of each and every obligation of the City in the TIF Documents; (b) not borrow
against or further pledge or assign any payments due under the TIF Documents; and (c) not
waive, excuse, condone or in any manner release or discharge the City from its obligations under
the TIF Documents.




6. Security Agreement. This Assignment constitutes a Security Agreement under
the Uniform Commercial Code as adopted in the State of Minnesota (the “Code”) and shall be
governed by the Code.

7. Events of Default. An Event of Default shall occur hereunder upon any of the
following:
A. a default occurs under any of the terms, conditions or provisions of the
Note; or
B. failure to comply with or perform any of the terms, conditions or

covenants of this Assignment; or

C. a default shall occur under any of the Documents or any other instrument
securing the Loan or the Note; or

D. any representation or warranty made by Developer herein, in the or in any
other Document shall be false, breached or dishonored.

8. Remedies. Upon or at any time after an Event of Default that remains uncured
after any required notice under the Loan Documents, Lender may declare all Indebtedness
Secured Hereby immediately due and payable and provide notice to the City to thereafter make
all payments on the Tax Increment Financing to Lender after reregistration of the TIF Note in the
name of the Lender and apply all sums held by Lender including the Tax Increment Financing to
the Indebtedness Secured Hereby and may, at its option, enforce the payment thereof and
exercise all of the rights of a holder of the TIF Documents. In addition, upon the occurrence of
an Event of Default which remains uncured, Lender may without demand, advertisement or
notice of any kind (except such notice as may be required under the Code) and all of which are,
to the extent permitted by law, expressly waived by the Developer:

A. exercise any of the remedies available to a secured party under the Code;

B. proceed immediately to exercise each and all of the powers, rights, and
privileges reserved or granted to Lender under the Documents; and/or

C. proceed to protect and enforce this Assignment by suits or proceedings or
otherwise, and for the enforcement of any other legal or equity available to Lender.

In the event that any notice is required to be given under the Code such requirements for
reasonable notice shall be satisfied by giving at least 10 days written notice prior to the event or
thing giving rise to the requirement of notice.

9. Authorization to the City. The City is irrevocably authorized and directed by
Developer to recognize the claims of Lender without investigating the reason for any action
taken or the validity of or the amount of indebtedness owing to Lender or the existence of any
Event of Default. Developer irrevocably directs and authorizes the City at the written direction
of the Lender to pay exclusively to Lender or its assigns from and after the date hereof, all sums
due under the TIF Documents without the necessity and to the extent such sums are paid to
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Lender and Developer agree that the City shall have no further liability to Developer for the
same. The sole signature of Lender shall be sufficient for the exercise of any rights under this
Assignment and the sole receipt by Lender of any sum paid by the City shall be in discharge and
release of that portion of any amount owed by the City.

10.  Additional Instruments. Developer, upon the request of Lender shall, at
Developer’s sole expense, execute and deliver all assignments, certificates, financing statements
or other documents and give further assurances and do all other acts and things as Lender may
request to perfect or to realize upon Lender’s interest in the Tax Increment Financing and the TIF
Documents or to protect, enforce, or otherwise effect Lender’s rights and remedies. If Developer
is unable or unwilling to execute any such other assignments, certificates, financing statements
or other documents and to file financing statements or other public notices or recordings with the
appropriate authorities, as and when reasonably requested by Lender, and Developer authorizes
Lender to sign and deliver as its true and lawful agent and attorney-in-fact, coupled with an
interest, any such assignment, certificate, financing statement or other document and to make any
such filing.

11. Amendment. The TIF Documents shall not be amended, altered, cancelled or
modified in any way which materially affects the generation or receipt of the Tax Increment
Financing without the prior written consent of Lender.

12. Release. Upon payment and performance in full of the Indebtedness Secured
Hereby, this Assignment shall be released and shall thereafter become null and void and be of no
further effect.

13. Successors and Assigns. This Assignment, and each and every covenant,
agreement and provision hereof shall be binding upon Developer and its successors and assigns
and shall inure to the benefit of Lender and its successors and assigns. Should Lender assign the
Loan and the Loan Documents to any other person or entity, Lender shall cause such person or
entity to be bound by the terms and provisions hereof.

14. Governing Law. This Assignment is intended to be governed by the laws of the
State of Minnesota.

15.  Validity and Severability Clause. The unenforceability or invalidity of any
provision hereof shall not render any other provision or provisions herein contained
unenforceable or invalid. Any provisions found to be unenforceable shall be severable from this
Assignment.

16. Notices: Notice to City.

A. Notices which any party hereto may desire or may be required to give to
any other party shall be made in the manner specified by the Loan Agreement.

B. Lender agrees to use commercially reasonable efforts to notify the City of
the occurrence of any Event of Default by Developer under the Loan Documents.



17.  Attorneys’ Fees. Developer agrees to pay all costs and expenses, including
reasonable attorneys’ fees, at any time paid or incurred by Lender and the City in connection
with the enforcement of the Lender’s rights hereunder.

18. Counterparts. This Assignment may be executed in several counterparts, each of
which is an original and all of which constitute but one and the same instrument.

19.  Binding Effect. The Contract and the obligations of this Assignment shall run
with the Land and burden the Project and remain in effect and be binding upon the Developer, its
successors and assigns until terminated; provided, however, the Developer shall remain obligated
under this Assignment, notwithstanding any assignment or transfer of the Project unless released
in writing by the City, notwithstanding any provision of this Assignment or the Contract to the
contrary.

20.  Exhibits. The Exhibits to the Assignment are as follows:

Exhibit A Legal Description
Exhibit B Allonge Endorsement to Note

(remainder of page left intentionally blank)



IN WITNESS WHEREOF, the undersigned have caused this Assignment of Tax
Increment Financing and Subordination Agreement to be effective as of the date first above
written.

DEVELOPER:

GRAND RAPIDS SAWMILL
REDEVELOPMENT, LLC

By
Its

STATE OF MINNESOTA )

)
COUNTY OF RICE )

The foregoing instrument was acknowledged before me this day of
, 2020, by Brett D. Reese, the President of Grand Rapids Sawmill

Redevelopment, LLC, a Minnesota limited liability company, on behalf of the company.

Notary Public



LENDER:

AMERICAN BANK OF THE NORTH

By
Its

State of Minnesota, County of Itasca

The foregoing instrument was acknowledged before me on , 2020, by
, of AMERICAN BANK OF THE NORTH, a
Minnesota banking corporation, on behalf of the corporation.

Notary Public



CITY:

CITY OF GRAND RAPIDS, MINNESOTA

By
Its Mayor

By
Its City Administrator

STATE OF MINNESOTA )

)
COUNTY OF ITASCA )

The foregoing instrument was acknowledged before me this day of
, 2020, by Dale Adams and Tom Pagel, the Mayor and City Administrator,
respectively, of the City of Grand Rapids, a Minnesota municipal corporation, on behalf of the
City..

Notary Public

THIS INSTRUMENT WAS DRAFTED BY:

Fryberger, Buchanan, Smith & Frederick, P.A. (CJV)
302 West Superior Street, Suite 700
Duluth, MN 55802

M:ADOCS\07227\0001000AGM\18G7778.DOC
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EXHIBIT A
TO
ASSIGNMENT OF TAX INCREMENT FINANCING
AND SUBORDINATION AGREEMENT

LEGAL DESCRIPTION

Real property in the City of (rand Rapids, County of Itasca, State of Minnesota, described as
follows:

A parcel of land in the Northwest Quarter of the Northwest Quarter (NW 1/4 of NW 1/4),
Section Thirty-thres (33), Township Fifty-five (53) North, Range Twenty-five (25), West of the
Fourth Principal Meridian and being more particularly described as follows: Assuming the East
boundary line of said Northwest Quarter of the Northwest Quarter (NW 1/4 of N'W 1/4) to have a
bearing of South 00 degrees 43 minutes 00 seconds Hast and starting at a point on said East
boundary line 450.00 feet Southerly of the Northeast corner of said Northwest Quarter of the
Nortbwest Quarter (NW 1/4 of NW 1/4); thence South 89 degrees 17 minutes 00 seconds West
for a distance of 75.00 feet to the point of beginning, said point of beginuing being on the
Westerly right of way line of Highway No. 169; thence continue South 89 degrees 17 minutes 00
seconds West for a distance of 651.00 feet to a point; thence South 00 degrees 43 minutes 00
seconds East for a distance of 600.00 feet to a point; thence North 89 degrees 17 minutes 00
seconds Fast for a distance of 651.00 feet to a point on the Westerly right of way of U.S.
Highway No. 169; thence North 00 degrees 43 minutes 00 seconds West along said Westerly
right of way for a distance of 600.00 feet to the point of beginning.



EXHIBIT B
TO
ASSIGNMENT OF TAX INCREMENT FINANCING
AND SUBORDINATION AGREEMENT

ALLONGE ENDORSEMENT TO TIF NOTE

FOR VALUE RECEIVED, GRAND RAPIDS SAWMILL REDEVELOPMENT, LLC, a
Minnesota limited liability company, endorses, assigns and transfers to AMERICAN BANK OF
THE NORTH, a Minnesota banking corporation, all of its right, title and interest in and to the
following-described Note:

City of Grand Rapids, Minnesota Tax Increment Revenue Note dated

, 2020, in the original principal amount not to exceed $1,250,000
executed by the City of Grand Rapids, as maker, to Grand Rapids Sawmill
Redevelopment, LLC, a Minnesota limited liability company, as registered owner.

Dated: 20

2

GRAND RAPIDS SAWMILL
REDEVELOPMENT, LLC

By

Its

THIS ALLONGE IS TO BE AFFIXED TO THE NOTE DESCRIBED ABOVE



CITY OF GRAND RAPIDS, MINNESOTA

RESOLUTION NO.

RESOLUTION APPROVING AN ASSIGNMENT OF TAX INCREMENT
FINANCING AND SUBORDINATION AGREEMENT BETWEEN THE CITY,
GRAND RAPIDS SAWMILL REDEVELOPMENT, LLC, AND AMERICAN
BANK OF THE NORTH

BE IT RESOLVED By the City Council ("Council") of the City of Grand Rapids,
Minnesota ("City") as follows:

Section 1. Recitals.

1.01. The City has heretofore approved the establishment of its Tax Increment Financing
District 1-11 (the “TIF District”), a redevelopment district, within the City’s Development District
No. 1. (“Project”), and has adopted a tax increment financing plan for the purpose of financing
certain improvements within the Project in accordance with Minnesota Statutes, Sections 469.124
through 469.133, as amended, and 469.174 through 469.1794, as amended.

1.02. The City and Rebound Hospitality, LLC (“Rebound”) have entered into a Contract for
Private Redevelopment, dated as of September 14, 2018, as assigned to Grand Rapids (the
“Contract”), as assigned to Grand Rapids Sawmill Redevelopment, LLC (the “Redeveloper”)
pursuant to an Assignment and Assumption of Contract for Private Development, dated January 28,
2019, between Rebound and the Redeveloper, regarding the acquisition of certain property within
the TIF District, demolition of an existing building thereon, and construction of a hotel
containing approximately 82 rooms (the “Minimum Improvements”).

1.03.  Upon satisfaction of certain terms set forth in the Contract, the City will issue its
Tax Increment Revenue Note (the “TIF Note”) to the Redeveloper.

1.04. The Redeveloper and American Bank of the North (the “Lender”) have negotiated
the terms of financing for (among other things) construction of the Minimum Improvements, and
have requested that the City enter into an Assignment of Tax Increment Financing an Subordination
Agreement (the “Assignment”), in substantially the form presented to the City, pursuant to which
the Redeveloper will assign its rights under the Contract and TIF Note to the Lender, and the City
will subordinate certain of its rights under the Contract and TIF Note to the Lender.

1.05. Pursuant to the Contract, the Redeveloper must seek approval from the City prior to
making any assignment of the Contract or Note.

1.06. The Council has reviewed the Assignment and finds that the approval and execution
of the Assignment are in accord with the terms of the Contract and are in the best interest of the

City and its residents.

Section 2. City Approval: Other Proceedings.




2.01. The Assignment as presented to the Council is hereby in all respects approved,
subject to modifications that do not alter the substance of the transaction and that are approved by
the Mayor and City Administrator, provided that execution of the consent to the Assignment by
such officials shall be conclusive evidence of approval.

2.02. The Mayor and City Administrator are hereby authorized to execute on behalf of the
City the Assignment and any other documents requiring execution by the City in order to carry out
the transaction described in the Assignment.

2.03. City staff and consultants are authorized to take any actions necessary to carry out
the intent of this resolution, including without limitation issuance of the TIF Note to the Lender
upon compliance by the Redeveloper with the provisions of the Contract necessary for such
issuance.

Adopted by the City Council of the City of Grand Rapids, Minnesota this __ day of
2020.

Mayor

ATTEST:

City Administrator
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